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1.0. Introduction

Successful organizations know that to win in today’s competitive marketplace they must attract, develop, and retain talented and productive employees. Winning organizations get in-part their competitive edge from a performance appraisal system that helps them align their individual performance with the organization’s vision and strategic objectives, develop their abilities, and reward performance commensurate with contributions to the organization’s success, meet company objectives, satisfy customer needs, as well as improve overall performance including the ones of the employees.
Performance Appraisal is the means by which SMSA Express will enable its employees to give their best. That means working at the highest level of performance employees are capable of, and on the most important things that need to be done. Performance Appraisal is a way of planning with our employees what they are expected to achieve and by when, and then of assessing how well they performed against these plans in order to reward them appropriately.

SMSA Express uses Performance Appraisal as a powerful tool to translate business plans into action and to develop the organization culture necessary for the realization of SMSA Express’s business strategy. It is a contributing factor to the Company’s success as a competitive and profitable private organization.
SMSA Express’ Performance Appraisal System (PAS) is intended to objectively measure each employee’s job performance. The philosophy behind SMSA Express’s appraisal program is that every Department, every Section and every job within SMSA Express is uniquely responsible for creating value for the Company and/or for making its own contribution to the accomplishment of the vision and mission and strategic objectives of the Company. 
The purpose of the annual performance evaluation process is to promote communication and provide useful feedback about job performance, facilitate better working relationship, provide an historical record of performance and to contribute to employee’s professional development.  

1.1 Definition of Performance Appraisal

Performance Appraisal is the on-going process of evaluating and managing employee behavior and work performance in the workplace.
Performance Appraisal is a structured formal interaction process between a subordinate and supervisor that usually takes the form of a periodic review formalized on semi-annual or annual basis, in which the work performance of the subordinate is examined and discussed, with a view to identifying strengths and weaknesses as well as opportunities for improvement and skills development.

It stands as a corrective tool for underperformance as well as a rewarding tool for over-achievement. This recognition system allows the creation of a performance-driven culture at SMSA Express.
Performance Appraisal is a process which links individuals and teams on a daily basis with the larger goals, values and cultural practices of SMSA Express and the needs of its customers. It is a process for establishing a shared understanding about what is to be achieved and how it is to be achieved. It is an approach to managing people that, when done well, contributes to an enduring and healthy organization.

1.2 Policy Statement

SMSA Express believes that high individual performance, linked to the overall business objectives, will lead to superior performance of the Company as a whole. SMSA Express achieves its business results with and through people who work for the Company. How far good employees knowledge is, technical skills, and competencies they apply, quality of their contributions, and their feelings about the Company will depend on how they are managed.  

SMSA Express Performance Appraisal System empowers managers and employees to see the employee performance as an integrated and dynamic, real-time feature of work life. It is not a separate stand-alone process. It must be integrated with the work unit’s business, and operational plans and budgets.

SMSA Express will use the system of performance appraisal to create a shared understanding about what is to be achieved (outputs, results and Key performance indicators or KPIs) and how it is achieved (behaviours and competencies). Managers and employees are required to use the Performance Appraisal System to create a shared understanding about what is to be achieved and how it is achieved. Managers and supervisors must ensure that individuals and teams have a common understanding of how their jobs connect to the mission and goals of the business.

To improve performance, employees also need to know what superior performance looks like, and how to achieve it. While historically the focus of performance management was on past performance, often used for the sole purpose of compensation decisions, today best practice performance management focuses on on-going employee performance improvement and professional development. 

SMSA Express recognizes the importance of integrating its Performance Appraisal, Rewards, and Training & Development programs into the management of its human resources to promote efficient and effective attainment of its mission, strategic objectives, business planning initiatives, satisfy customer needs and improve overall individual, department and company-wide performance.

SMSA Express’ Performance Appraisal System (PAS) is a management tool to motivate high levels of achievement, and to hold managers and supervisors accountable for their individual and organizational performance. 

SMSA Express’ Performance Appraisal System aims to create a result-oriented performance culture by defining, measuring, managing, and improving performance; and by recognizing and rewarding results. 

2. Glossary of Terms

Appraisal: The process of reviewing and evaluating employee work performance, and assessing achievement of established objectives and competencies. 

Accountabilities: Specific tasks that describe the work of the employee, plus the performance standards and goals that specify what is required for acceptable performance. Accountabilities are defined jointly by the employee and supervisor, and then recorded on the Goal setting Form (Annexed)
Appraisal Period:  The established 12-month period of time during which performance is planned, reviewed and a rating of performance is assigned.  It is sometimes called the performance appraisal cycle.
Critical Element: A key component of an employee’s work consisting of one or more duties and responsibilities that contributes to organizational goals and results and is so important that unsatisfactory performance of the element would make the overall performance unsatisfactory. 

Competencies: The mixture of Knowledge, Skills, Abilities and behaviors which provide a clear description of what a person needs to do to carry out his job responsibilities effectively.

Development: The process of improving performance. Development may involve learning new skills or responsibilities, or improving current abilities and competencies. Coaching is one way to help an employee’s development. An annual employee development plan (EDP) is written during the final performance evaluations.
Goal-setting:  Setting performance expectations and goals for individuals in order to channel efforts toward achieving organizational objectives.
Employee Development Plan (EDP):  A written plan that identifies the critical element(s) in which the employee is failing and addresses what the required actions to bring performance up to the accepted level. It identifies every form of assistance that will be provided, and the consequences of failing to improve during the specific period of time. That would be the corrective action set to get the employee up to speed with required level of performance.
Minimum Appraisal Period:  The length of time, 90 calendar days, that the employee must be performing in a position supervised by the evaluating supervisor and under an approved performance plan in order to be eligible for an annual appraisal.  

Performance:  The manner in which the employee accomplishes work assignments or responsibilities. 

Progress Review:  The on-going performance review and discussion with the employee at least once during the appraisal period to review the employee’s progress and communicate performance on the identified elements as compared to the standards established. To make any recommended revisions to critical elements, goals, performance standards and to identify any performance barriers or performance improvements required.

Performance Plan:  A written plan consisting of identified performance objectives and standards that identify levels of performance. 

Performance Evaluation: The written appraisal of performance compared to the performance standard(s) for each critical element or goal for which there has been an opportunity to perform during the minimum rating period.  It includes a rating for each performance element or goal, as well as a summary for final performance evaluations.

Performance Standard:  The expression of the desired performance outcome(s), requirement(s) or expectation(s) that must be met to be appraised on a critical element at a particular level of performance. These are used to clarify the key outputs of a job by describing what "doing well" means. 

Supervisor: The manager responsible for setting of goals, performance review and assessment of an employee. This includes the allocation of standards and goals, monitoring performance activities and progress, discussing performance and development progress through periodical feedback sessions.
3. Objectives of the Performance Appraisal System (PAS)
The ultimate goal of SMSA Express’ Performance Appraisal System (PAS) is to help employees and supervisors achieve the Company’s overall strategic objectives. 
PAS ensures our employees’ activities, what they do and how well they do them, are in alignment with the goals of the organization, while maintaining a motivated and happy workforce.

PAS will improve the effectiveness and efficiency of the organization by aligning the employee’s work behaviors with the organization’s goals. It is the tool to improve employee’s work behaviors and results by maximizing individual performance and potential.
Performance Appraisal is a very important Human Resource Management function to both supervisors and employees. It is a mechanism that can enhance the management of SMSA Express as an organization, and it is also a process that allows employees to be both recognized for good performance and provided with recommendations for improvement.

A number of specific objectives include:

· Improving individual and collective performance.

· Helping employees to develop their careers.

· Providing a transparent basis for awarding promotions and bonus payments.
· Providing satisfaction and encouragement to the employee who has been trying to perform well.

· Identifying areas of strength and target areas for improvement.
· Communicating management's expectations to supervisors and employees.

· Improving communication between senior management, supervisors and employees.

· Assisting employees to enhance their career prospects through recognizing and rewarding effective performance.

· Identifying and resolving cases of underperformance.

· Providing important links to other Human Resource Management functions, such as promotions, performance awards, staffing considerations, career planning and development, corrective action as well as succession planning.
4. The Performance Appraisal Cycle

The Performance Appraisal cycle consists of the following four phases:
Phases 1: Performance Planning & Goal Setting 

Phases 2: Performance Progress Reviews

Phases 3: Performance Appraisal Rating

Phases 4: Monitoring & Evaluating the Performance Appraisal System
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4.1. Phase 1: Performance Planning & Goal Setting:

4.1.1. Objectives of this phase:
· Involving supervisor and employees in the planning process to clarify their understanding of the goals of the organization and what needs to be done by employees for accomplishing organizational goals. 

· Clarifying the overall scope of the employee’s position, its key duties and accountabilities and their priorities.

· Setting performance goals and measures for the fiscal year.

· Agreeing on how performance will be reviewed and specific measures to gauge the employee’s performance on each key accountability or duty.

· Aligning employee’s performance expectations with the organizational overall objectives.

· Reviewing and discussing the required competencies that support the achievement of goals.
This phase includes the following activities:

1. Reviewing Job Descriptions and selecting job elements

2. Setting Performance Goals

3. Identifying Performance Standards & measures

4. Discussing Competencies

This phase includes setting performance expectations and goals for individuals in order to channel efforts toward achieving organizational objectives. Involving employees in the planning process is essential to their understanding of the goals of the organization, what needs to be done, why it needs to be done, and expectations for accomplishing these goals. 

A critical feature of performance planning is the development of performance expectations. The primary purpose of performance expectations is to inform employees of what is expected of them. Because expectations are determined before the performance cycle begins, supervisors have an obligation to monitor performance and to communicate with their employees throughout the performance cycle.

4.1.2. Goal Setting Steps:
4.1.2.1. Reviewing Job Descriptions and Selecting Job Elements
The first step in setting goals is to determine each position’s critical job elements and accountabilities. Job accountabilities describe the major duties and/or objectives of an employee's job. The critical job accountabilities and elements are determined by reviewing work duties and responsibilities, as listed in the job description. If there are significant changes occurred in the job accountabilities as a result of adding new tasks or activities to the job or removing and redistributing some responsibilities, the job description should be amended and evaluated accordingly by the Human Resources Department to reflect these new changes.

To help employees channel their efforts toward achieving organizational objectives, it is critical that supervisors communicate as much information as possible about how their employees’ daily activities and special assignments link to the goals and objectives of the organization. Communicating this sense of where we, as an organization are headed, can help focus employee efforts on what is most important to the Section, to the Department and ultimately to the customers whom we serve.  
Department Heads must ensure that Supervisors are communicating with employees as such.
In order to measure an employee’s performance objectively, the duties and responsibilities of his position should be clearly defined. The employee’s job description serves as a guide in determining essential job functions and the corresponding performance objectives and standards. These standards represent the conditions that exist when a job is performed to its expectations or “competently.”  

Responsibilities and tasks should be ranked according to those that are the most important or are done the most frequently.  Each essential function should then be supported by examples of responsibilities within that function.

Review of job descriptions helps:

· In clarifying duties and responsibilities that are unclear to the employee.

· The supervisor to know what the employee does on daily basis.
· In highlighting areas of the job that need special attention. 
4.1.2.2. Setting Performance Goals

The primary purpose of goal setting expectations is to inform employees of what is expected of them. Because expectations are determined before the performance cycle begins, supervisors have an obligation to monitor performance and to communicate with their employees throughout the performance cycle. Department Heads must see to that happening.
Goal setting is a very important part of SMSA Express’s Performance Appraisal process. Goals are like roadmaps. They get you where you want to go and where the employees should focus their efforts to effectively meet objectives during the course of the year. Goals focus attention, provide motivation and are a way to measure progress. Setting goals and performance expectations is a collaborative effort between employee and manager.

The setting of goals and objectives should be a collaborative effort between employee and supervisor, reviewing the job activities and establishing performance standards and expected results; the performance plan should be documented using the Goal Setting Form (PA 01).
Performance Planning is basically a dialogue between a supervisor and an employee to:

· Establish and agree upon performance expectations & goals.

· Clarify what the employee will be evaluated on.

· Set the stage for on-going feedback and coaching throughout the year.
4.1.3. Why set goals?

· To give direction and provide a course of action for the employees
· To motivate employee
· To clarify and communicate what your department is striving for

· To provide the basis to measure success and accomplishments

· To save time by allowing the department to plan and prepare for the future

· To make every member feel important by giving them something to do 

· To give each member a chance to state his expectations for the department

4.1.4. Tips for Setting Goals (to employees and supervisors):
· Brainstorm between Supervisor and Subordinate:
· Evaluate past successes and failures

· Address new things the company wants to accomplish

· Choose from the brainstorm list those goals to focus on for the year

· Prioritize the chosen goals

· Break each goal into the steps necessary to reach it

· Move into action and begin working on goals 

· Decide:

· What is to be done?

· How it will be accomplished?

· What resources are available?

· Who will do it?

· When should it be finished?

· What results are expected and how will they will be measured?

· Continually Evaluate your progress

· Allow your goals to change to meet new circumstances

4.1.4.1. Number of objectives:

·  Objectives should be job-related.

·  Advisable number is 6-8 objectives.

·  Should cover the full scope of each individual Job.

·  Most important priority within the job.

4.1.4.2. Goals Relative Weight:
After listing the critical functions and accountabilities and developing performance goals, standards and outcomes for each employee, the supervisor should attribute a relative weight to each critical goal and accountability to define its relative importance. Critical functions and accountabilities of higher importance and priority should evidently be given higher weights than the ones of lower importance and priority.

The relative weight for each critical objective and competencies should normally range between 5% and 15%. But, if the number of performance objective is less the 6, then the weightage can be exceeded above 15.

The relative weights for all critical goals and accountabilities should be a 100%.

Department Heads will approve the weights. Where further escalation is required, Senior Management shall revise as per overall strategy and set KPIs.

4.1.5. How to make SMART Goals:

Goals flow from the established organizational and departmental goals and should include a degree or type of action to be taken along with a timetable for accomplishment. Goal setting should be developed using a technique known as S.M.A.R.T.

S = Specific: 

State clearly what is to be accomplished in concrete terms that can be easily observed and mutually understood.

· Very clear (anybody should read and understand it).

·  No room for vagueness, confusion or misinterpretation.
·  No absolute targets (e.g. “Increase the volume of sales for Sales Manager”)
M = Measurable

Goals should be quantifiable, stating exactly what the criteria for success is, how that success will be tracked and measured, and whether the measurement tools are available.

· Easy to monitor.

· Easily to identify when it has been achieved.

· Easy to measure:

· Targets.




· Quantity.


· Quality.




· Financial Indicators.
· Figures & Numbers.
(e.g. “Increase the volume of sales by 20%”)

A = Attainable (or Achievable)
Goals should be agreed upon in advance between line manager or supervisor and the employee.Such goals must be achievable.
Why it is called “attainable”
·  Employee’s goals are not imposed but rather worked with employee.

·  Employee should have ownership of his goals.
· Goals must be challenging, yet within employee’s capabilities, in order to avoid employee’s frustration and lack of commitment if he feels they won't be reached. 

e.g. Unattainable targets such as: “Increase the volume of sales by 20,000%”
R = Realistic

Based upon the employee’s knowledge of the job, the objective should be linked vertically to the organization’s goals, as well as providing a challenge to the employee, yet feasible.

·  Goals should be job-related and relevant to the employee.

·  Goals should be attainable.

·  Goals should be a “stretch” to encourage growth & ownership.
·  Goals should be revisited because things might change.

T = Time Bound

Each goal should have a clearly defined time frame and deadline. (e.g. Increase the volume of sales year-over-year by 20% for this fiscal year)
· Month

· Quarter

· Half year

· End of year or 

· Longer term (more than one year stretched objectives).

4.1.6. Tips for SMART Approach:

The following questions can be asked:

Specific: 

· Is the objective clear-cut and well-defined?

· Is it clear?

· Can everyone comprehend it?

Measurable: 

· How will the individual know when the task has been accomplished?

· What indication is needed to confirm it?

· Have you documented how you will evaluate whether it has been accomplished or not?

Attainable: 

· Is it within their capabilities?

· Are their resources accessible to support this to happen?

· Can it be done?

Realistic:

· Is it possible for the individual to achieve the objective?

· How relevant is the objective in the current business context?

· Does it fits into the overall design of this individuals work?

Time-bound:

· Is there a deadline?

· Is it achievable to meet the deadline?

· Is it suitable to do this work now?

· Are there any review dates?

4.1.7 Identifying Performance Standards:
Establishing performance measures is the third step of the performance planning and goal setting phase. Once the goals have been agreed to, the levels of performance are usually expressed in terms of quality, quantity, timeliness and cost-effectiveness. Every goal must contain at least one type of measure so it can be determined when the objective has been completed and to what degree.
Key Performance Measures are indicators or standards showing the level of performance required for an operation that is of key importance to the successful completion of the task and responsibility. Key Performance Measures are the criteria which measure whether a particular activity or goal is being performed correctly.

Performance Measures is a critical dimension in performance in that they are the measurements that tell whether performance goals and objectives are being met or not. They can be used to translate complex performance concepts into simple, operational, measurable variables and to create a common framework for gathering, measuring and reporting performance data.

Measures of performance provide descriptive methods and behaviours to evaluate key responsibilities. Every key responsibility should have a set standard of measurement so that the employee knows what level of performance is expected. The supervisor and employee mutually discuss and agree to the measures of performance. They ensure a match to the job purpose already established. These set measures of performance provide an objective basis for the formal review which is held at the end of the performance Appraisal cycle. Performance measures reflect how or how well a job should be performed.

Setting performance measures requires the involvement of the employee. When the employee participates in setting the measures for each goal, there should be no question as to what is expected in performing the task, including the quantity and quality of the work expected. This is because the employee should participate in and agree to the goals and performance measures.
Human Resources (HR) Department must act as the guardian of the measures to ensure their fairness, alignment to company’s and departmental KPIs, as well as ensure they are SMART. 

Quality and Risk Management (QRM) Department shall equally audit on regular basis such measures across the company.

4.1.7.1 Types of performance Measures:

Quality: Addresses how well the employee performed the work and the accuracy or effectiveness of the final product. Quality refers to accuracy, appearance, usefulness, or effectiveness. Quality measures can include error rates (such as the number or percentage of errors allowable per unit of work) and customer satisfaction rates (determined through a customer survey, be it internal or external).
Quantity: Addresses how much work the employee produced. Quantity measures are expressed as a number of products produced or services provided, or as a general result to achieve (e.g. how many package deliveries per shift).
Timeliness: Addresses how quickly, when, or by what date the employee produced the work.
Cost-Effectiveness: Addresses savings or cost control measures that address cost-effectiveness on specific resource levels (money, personnel, or time) that generally document and measure in annual fiscal year budgets. Cost-effectiveness measures may include such aspects of performance as maintaining or reducing costs, reducing the time it takes to produce or provide a product or service.

4.1.7.2. Effective job performance measures must be:
· Specific and measurable.

· Realistic and attainable.

· Written in complete and clear terms.

· Flexible and responsive to change.

· Jointly developed through discussion between supervisor and employee.

· Consistent with the organization's overall objectives.

· Reviewed for progress at specific times before the work is completed.

4.1.8. Discussing Competencies (Only for the relevant positions)
The fourth step in performance planning and goal setting is to review and discuss Functional/Technical and Behavioural/Professional competencies. Performance Appraisal is about achieving results in a manner that is consistent with organizational expectations and desired behaviours. Competencies provide expectations for “how” the job is performed, not just “what” gets done. 
Functional/Technical Competencies are skills-related to the technical demands of a job and is critical in executing the day-to-day responsibilities.
Behavioural/Professional Competencies are critical behaviours demonstrated on the job and, as such, are included as part of SMSA Express’s Performance Appraisal System (PAS) to support and provide a structured approach for training, succession planning and career development. 
Therefore all Competencies will be assessed each year as part of the performance appraisal process for career developments and succession planning purposes.The supervisor must highlight the importance of competencies to achieve the objectives. This is a joint responsibility of both the supervisor to enhance employee’s competencies that are important to deliver the expected results. Supervisors and employees should refer to the specific descriptors under each competency in the competency dictionary, whereby each position has a defined set of competencies with an appropriate level corresponding to it.
4.1.9 Alignment of Performance Goals and Measures:

It’s very critical that the goals and measures for the employees are aligned with corporate mission, vision, goals, strategies, initiatives and objectives. Managers and supervisors should ensure that the development of employee’s goals and measures are tied to the departmental goals. This can be done by:
4.1.9.1. Linking vision, goals, strategies, initiatives, and objectives:

· Cascade goals through the organization

· Create department goals in support of organization-level goals

· Align individual goals with business unit goals

· Align the goals of one individual with the goals of another individual, such as aligning a manager’s goals with their superior’s goals.

HR with QRM shall ensure proper alignment of company's vision, goals and objectives to employee's goals with proper cascading. (See SMSA KPI policy)
4.1.9.2. Best practice approach to generating Objectives and Performance Measures:
· Objective should be aligned vertically along with the corporate vision, mission and business strategy.

· Objective should focus on outputs and results.

· Objective should provide motivation to employees.

· Objective should be agreed and signed by both employee and direct supervisor.

· Objective should be balanced between financial and non-financial targets.

· Objective should be aligned horizontally within team members in the department.

· Objective should focus on What & How (What are the results and how these results should be achieved, i.e. the behaviour required).

4.1.10 Goal Setting & Performance Progress Review Appeal Process:

If the employee fails to sign in agreement to the Goal Setting Form (PA 01) for whichever reason, the immediate supervisor should state that in writing on the form itself, after informing the situation to the second line manager. 

A copy of this form shall be sent out to HR for information and archiving purposes.

The employee has the right to appeal the goals with his second line manager (first, and in presence of HR if issue is not resolved). If still the goals are kept as is, the employee must abide with those goals and targets regardless of whether he/she signs in approval or not.

The fact of not signing does not give the employee the right to refuse the outcome of the goal setting in terms of mid-year and end-year review outcomes.

4.1.11.  Roles & Responsibilities 

Relevant Department Manager:

· Plans performance by clarifying relevant employee’s job descriptions and setting performance goals 

· Translates departmental goals into individual job objectives and requirements.

· Communicates his expectations regarding employee performance.

· Reviews and approve the goals with concerned employees.

Relevant Employee:

· Reviews the goals and discuss them with Relevant Department or Project Manager. 

· Approves the goals.

Relevant Department Head   

· Responsible for goal setting for his department, ensures alignment of goals by reviewing and approving the performance plans / goals and forwards a signed copy to performance management supervisor. 

Performance Management Section (HR)
· Controller of the entire PAS cycle.
· Initiate the process and ensure timely closure.
· Reviews to ensure that the goals are within employee’s job responsibilities and in line with overall strategies and objectives.
· Conduct audit reviews to ensure the results are realistic and objective.
· Analyze results to ensure justifiable distribution of ratings across the entire scale.

Quality and Risk Management Department
· Conduct may have regular audits to ensure employee KPIs are properly cascading from overall company objectives. (Also refer to the updated KPI policy).
· Conduct regular audits to ensure alignment with the PAS policies

Goal setting and performance planning workflow
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4.2. Phase 2: Performance Progress Reviews: 
Performance progress review is an on-going process of coaching, monitoring, communicating and counselling between the supervisor and the employee focused on improving current performance and building capabilities for the future.
4.2.1. Objectives of this phase:

· Observing employees performance against agreed and established goals and measures more accurately.

· Correcting poor and unacceptable performance quickly

· Providing support and assistance when required

· Directing employee’s efforts successfully

· Listening to employee concerns and ideas 

· Recognizing excellent performance and providing encouragement and motivation 

· Modifying performance objectives and measures due to changes in business plans.

· Identifying and removing obstacles that might keep the employee from meeting the performance expectations.
This phase involves informal conversation or notes, as well as more formal coaching meetings and written action plans. Performance progress reviews take the forms of:
1. Periodical Performance Reviews(Monthly, Quarterly, Bi-annually, Annually)
2. Coaching performance

3. Monitoring performance  

4. Guidance & Supervision

5. Giving & Receiving feedback

6. Modifying Performance Expectations

4.2.2. Periodical Performance Progress Reviews:
Ideally, the shorter the period between performance progress reviews, the better it is to detect deviations from targets and set fast corrective actions before it gets "too late". However, due to the nature of the business and the amount of resources such short reviews will consume (time, effort, manpower and cost), SMSA Express shall conduct bi-annual performance progress reviews for logistical issues and as per best practice.

Bi-annual performance reviews are formal meetings at the end of each 6 months of the fiscal year between the manager and the employee typically in June/July and December/January in which the employee’s actual performance to-date is compared to expected performance by using the PA-02 or PA-03. Reviewing performance bi-annual helps keep the employee on track, highlights any shortcomings, and provides the opportunity for performance adjustments and improvement.

Bi-annual performance progress reviews may last only 15 to 30 minutes, but they are important for the supervisor and employee. The employee needs to hear from the supervisor about whether they are doing their job according to agreed goals and plans. It is also important for the supervisor to assess employee’s achievements for that period.
The bi-annual performance review meeting is used to:
· Make a direct comparison between actual and desired performance

· Let the manager and employee communicate in a structured way how each one views the employee's bi-annual performance

· Bring out into the open any difficulties or problems hindering desired performance and misunderstandings.

· Provide the opportunity to discuss and plan strategies for improvement

· Adjust the performance targets if external conditions so demand (circumstances out of the employee's control)

During the bi-annual performance review, significant changes or actions should be noted. However, the results of the employee's efforts and how well the competencies are demonstrated are only formally assessed and recorded on the Performance Appraisal form at the end of the year.

4.2.3. Coaching Performance:

Coaching is an on-going process and takes place throughout the year. The amount of time that elapses between Coaching sessions can be irregular, but these sessions should be frequent enough that the supervisor and employee are exchanging regular feedback. 

During the Planning phase, the supervisor and employee came to an understanding of what was expected in terms of the accountabilities, performance measures and behaviors. Performance review progress reinforces what was discussed and agreed, helps everyone make sure that the job is being carried out, and allows the supervisor the opportunity to encourage the employee’s development.

 

4.2.4. Monitoring Performance:

Monitoring gives the supervisor the information needed to reinforce good behaviors and practices. It also provides assurance to the employee that he is on the right track. A supervisor can determine if an employee is doing a good job by observing and measuring performance.
Monitoring is:

· A process of observing, tracking, or recording an employee's current performance (results, measures, and competencies)

· Makes it possible to catch problems or difficulties early when minor redirection or support may be all that is required for an improvement

· Shows an employee that the supervisor is interested in the employee’s performance and wants them to succeed

· Reinforces for the employee, and supervisor, the fact that they are working together to attain the expected results

4.2.5. Guidance and Supervision:

Day-to-day guidance and supervision is necessary to provide direction and feedback to employees. It reinforces the Annual Performance Appraisal, helps boost performance, and assists employees who are not performing well.

Guidance and supervision reinforces behaviour that contributes to good performance and discourages behaviour that blocks progress. Feedback should be:

· Frequent - Employees should not have to wait until formal performance review or appraisal for feedback;

· Balanced - it should focus on good and bad performance;

· Immediate - immediate feedback has much more impact than feedback given several weeks or months later;

· Specific –Employees should be in no doubt what actions feedback covers; and

· Constructive - feedback should focus on overcoming difficulties or reinforcing successful behaviour.

· Relevant – Always back your feedback with real-life examples of incidents which happened with the employee.

Appraisal happens each time the supervisor and employee discuss work in progress, each time the supervisor observes the employee's work, the methods used and such factors as the quality, quantity and manner of performance. 

4.2.6. Giving and Receiving Feedback:

Effective and timely feedback during the performance appraisal period is an essential component of a successful performance appraisal program. Employees need to know in a timely manner how well they are performing. They need to be told what they are doing well and if there are areas needing improvement. 

Feedback can come from many different sources: managers and supervisors, appraisal systems, peers, and customers. 

4.2.7. Modifying Performance Expectations:

Occasionally, changing circumstances warrant a revision of performance expectations and goals. There are several legitimate reasons for making such changes. These include instances in which significant changes occur in priorities, personnel, and/or resource availability. When it becomes apparent that such a situation exists, the supervisor should meet with the employee to redefine or revise performance expectations and goals.

4.2.8. Develop Action Plans:
Action planning is a natural outcome of performance progress review meetings where something in the employee’s work activities is going to change.  Action planning does not just apply to situations where performance improvement is needed. An employee may in fact be excelling in his current role and the action plan is intended here to build on his strength, prepare him for more responsibility or to a more senior positions or help him pick up new competency(ies).
Any employee who does not meet performance standards or goals, on one or more of the performance categories and standards, must have an action plan created to include specific timeframes for improvement. Each manager and supervisor will be responsible for tracking and monitoring action plan progress.
An action plan may be formal or informal. It simply identifies the activities that will be undertaken in order to get the required improvements in performance that will achieve the goals that a supervisor has agreed with his subordinate. It specifies who will be involved and the activities involved in during the development period. However, action plans during mid-year or end-year reviews must be thoroughly documented by supervisor and well maintained by HR.
4.2.9. Roles & Responsibilities 

The supervisor:

· Conducts performance progress reviews with relevant employees on regular basis.

· Provides on-going performance feedback to employees to recognize excellent performance

· Provides feedback to correct performance that does not meet established expectations

· Solicits ideas and suggestions from the employee for improving work processes

· Works with the employee to identify barriers to success and strategies for removing or minimizing the barriers

· Solicits employee feedback on supervisory coaching effectiveness

The employee:
· Employees are encouraged to be active participants in their own progress reviews

· Employees are encouraged to ask their supervisors for coaching when they need it.

· Employees are encouraged to listen and respond to feedback from coaches.

· Employees are encouraged to provide feedback to their coaches about what they need.

HR Department:

· Monitors and follows-up on the action plan and employee development plan (EDP) for ensuring execution.
· Provides advice and guidance to the employees as well as management.

Performance progress reviews phase workflow 
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4.3. Phase 3: Performance Appraisal Rating:

4.3.1 Objectives of this phase:

· Summarizing and evaluating the employee's overall performance.

· Assisting in making decisions related to recognitions and rewards, promotion, training and career development, personnel changes of employees.

· Identifying and addressing performance issues.

· Considering possible performance goals for the following year.

The Performance Appraisal Rating is mainly used at end-year (annual) performance evaluation whichincorporates the following activities:

1. Self-Assessment
2. Annual review meeting 

3. Summarizing performance and assigning final performance evaluation
4. Development Plans

5. Rewards 

6. Employee Relations Actions
4.3.2. Employee Self-Assessment (management applicable):

The employee self-assessment process is applicable only to senior and middle management (PA 03) assessment. The purpose of this process is to allow the employee the opportunity to assess his own performance and to discuss this evaluation with his superior.

The employee receives a copy of the Performance Appraisal Form and completes the designated section with his own evaluation before the annual review meeting with his supervisor. The employee lists his achievements against objectives and rates himself against the competencies as stated in the Performance Appraisal, and then discusses it with the supervisor. During the annual performance review meeting the employee’s self-assessment as well as the supervisor’s assessment will be discussed and combined into a one final mutually agreed assessment. The employee Self-Assessment is an integral part of the Performance Appraisal process.  

Supervisor is responsible for ensuring that the meeting concludes with reaching a common acceptance of the employee’s performance, performance evaluations, development and growth areas and actions.
4.3.3. The Annual Performance Review Meeting:
The Annual review meeting is the second step of the Performance Appraisal Rating. 

The Annual Review Meeting is the process of documenting performance Accomplishments, determining whether and how well performance standards were met, and assigning an appropriate rating based upon this assessment. There should be no surprises at this meeting because performance has been discussed and any issues addressed openly over the entire evaluation period.

The supervisor should complete his own evaluation of the employee prior to the review meeting as well as prior to receiving the employee’s self-assessment.

The supervisor and employee should discuss the employee’s performance before the final performance evaluation is assigned. This assures that the supervisor has considered all the facts while maintaining the responsibility to determine the final rating. However, the discussion should allow for the employee to add to or object the supervisor's final evaluation. This discussion is applied to all levels (and is not restricted to management reviews by their immediate managers).
4.3.3.1. Following are tips on conducting the annual performance review meeting (for Supervisors): 

· Make sure the time and place are planned to allow for enough time — at least an hour — in a comfortable setting. 

· Make sure there are no interruptions. In the busy, congested offices of most cultural organizations, meetings are always being interrupted. Request HR to furnish a conference room to freely conduct reviews in a scheduled & disturbance free manner.
· Be clear at the beginning of the meeting that you have concerns about the employee’s performance if this is the case or that you are interested in his performance.

· Talk about the employee’s strengths as well as his weaknesses.  

· When discussing performance problems, clearly state what the problem is and the impact it has both on the department and the organization.  Give a recent example of the employee’s problematic performance as well as examples of how it could have been handled differently.  State clearly why this is a problem.

· The Performance Appraisal should not focus on any specific incident or behavior but rather of the general trend over the appraisal period. If the employee becomes defensive, listen to what he has to say. If necessary, reiterate why it is important that the problem is corrected.

· Be clear about what the consequences will be if the problem continues. If this is an issue that could result in disciplinary action or termination of employment, say so. If you are not clear about company policy with this regard, contact HR as well as your department head prior to the conducting the review.
4.3.4. Summarizing performance evaluation and assigning a final rating:

Within the context of formal performance appraisal requirements, rating means evaluating employee performance against the goals, elements, standards and competencies in an employee's performance appraisal plan and assigning a final rating in the Performance Appraisal Form. The rating is based on work performed during the entire appraisal period.

Each performance element should be assigned one of the following ratings based on the employee’s performance for the appraisal period and documented on the form.
The rating scale is a range of values from “1” to “5” with “5” as the highest value. 
Fractional ratings of shadings, such as 2.5 or 3+, etc., are not acceptable. 
Every employee is awarded an annual rating based on his performance during the year. 

	Rating Value
	Definition

	5
	       Outstanding (O)

	4
	Exceeds Expectations (EE)

	3
	Meets Expectations (ME)

	2
	Below Expectations (BE)

	1
	Poor Performance (PP)


The evaluation should describe in behavioural terms what the employee did to achieve or not achieve performance objectives and performance standards. Objectivity and fairness are critical. The evaluation should be based on observations, documentation of facts and knowledge, not upon unsubstantiated or undocumented charges or rumours. 

After the evaluation is completed, the employees' self-assessments and the performance form should be maintained in the employee’s personal file
4.3.4.1. Next Steps:
Employee:

When the employee temporarily or permanently transfers or assigns to another department or changes to another position within the same department or outside the department during the performance appraisal period.
His performance review will be automatically conducted by the current supervisor. 

However, the assessing supervisor will take objective input from the previous supervisor for the period of time he spent with the previous supervisor while still be ultimately responsible for ensuring an agreeable outcome to all parties.
Supervisor:  
If the employee’s supervisor leaves his position during the performance appraisal cycle, the departing supervisor should complete the performance evaluation of the employee’s performance together with the new or interim supervisor. 
Overall Assessment:

Based upon the evaluations completed against each goal developed in earlier phase, the employee is categorized by an overall evaluation rating reflecting his performance during the course of a complete appraisal period.
4.3.4.2. Performance Evaluations Categories:

      PAS Rating Scale tailored for the following categories to meet this year’s existing    bonus/incentive scheme:

1. Contact Centre

2. Courier Priority

3. Sales

4. Account Receivables (Executive, Support)
5. Retail 

6. Other employees

Contact Centre:

Performance Appraisal System –Rating Description for Contact Centre

1A. Call Centre Agent, Customer support, Customer care

	Range Scores 
	Rating
	Rating Name
	Rating Description

	120 plus
	5
	Outstanding (O)
	This person has far exceeded their agreed objectives and performance standards. +120.

	90 - 119
	4
	Exceeds Expectations (EE)
	This person has consistently met their objectives to the agreed performance standards. In some cases they have achieved more than their agreed objectives and to a higher standard than expected. 90-119%.

	80-89
	3
	Meets Expectations (ME)
	This person has achieved the agreed objectives to the agreed performance standards.  This is the minimum performance expected from every employee in the organisation. 80-89%.

	60-79
	2
	Below Expectations(BE)
	This person has met some or most of their objectives to the expected performance standards.  In a few areas they did not meet their objectives and / or agreed standards. 60-79%.

	Below 60
	1
	Poor Performance(PP)
	Below 60.This person has not met most or all of their objectives and expected performance standards. If this level of performance continues, the person should be put on a PDP failing to achieving which he might be managed out. 


1B. Trace Officer

	Range Scores 
	Rating
	Rating Name
	Rating Description

	120 plus
	5
	Outstanding (O)
	This person has far exceeded their agreed objectives and performance standards. +120.

	95 - 119
	4
	Exceeds Expectations (EE)
	This person has consistently met their objectives to the agreed performance standards. In some cases they have achieved more than their agreed objectives and to a higher standard than expected. 95 -119%.

	90-94
	3
	Meets Expectations (ME)
	This person has achieved the agreed objectives to the agreed performance standards.  This is the minimum performance expected from every employee in the organisation. 90-94%.

	60-89
	2
	Below Expectations(BE)
	This person has met some or most of their objectives to the expected performance standards.  In a few areas they did not meet their objectives and / or agreed standards. 60-89%.

	Below 60
	1
	Poor Performance
(PP)
	Below 60.This person has not met most or all of their objectives and expected performance standards. If this level of performance continues, the person should be put on a PDP failing to achieving which he might be managed out.


Courier Priority:

	Range Scores 
	Rating
	Rating Name
	Rating Description

	90 and plus
	5
	Outstanding (O)
	This person has far exceeded their agreed objectives and performance standards 90 and above.

	85-89
	4
	Exceeds Expectations (EE)
	This person has consistently met their objectives to the agreed performance standards. In some cases they have achieved more than their agreed objectives and to a higher standard than expected. 85 - 89%.

	80-84
	3
	Meets Expectations (ME)
	This person has achieved the agreed objectives to the agreed performance standards.  This is the minimum performance expected from every employee in the organisation. 80-84%.

	60-79
	2
	Below Expectations
(BE)
	This person has met some or most of their objectives to the expected performance standards.  In a few areas they did not meet their objectives and / or agreed standards. 60-79%.

	Below 60
	1
	Poor Performance
(PP)
	Below 60.This person has not met most or all of their objectives and expected performance standards. If this level of performance continues, the person should be put on a PDP failing to achieving which he might be managed out.


Sales:

	Range Scores 
	Rating
	Rating Name
	Rating Description

	120 and plus
	5
	Outstanding (O)
	This person has far exceeded their agreed objectives and performance standards. 120 and above.

	101 - 119
	4
	Exceeds Expectations (EE)
	This person has consistently met their objectives to the agreed performance standards. In some cases they have achieved more than their agreed objectives and to a higher standard than expected. 101 - 119%.

	92- 100
	3
	Meets Expectations (ME)
	This person has achieved the agreed objectives to the agreed performance standards.  This is the minimum performance expected from every employee in the organisation. 92 - 100%.

	60-91
	2
	Below Expectations
(BE)
	This person has met some or most of their objectives to the expected performance standards.  In a few areas they did not meet their objectives and / or agreed standards. 60-91%.

	Below 60
	1
	Poor Performance
(PP)
	Below 60.This person has not met most or all of their objectives and expected performance standards. If this level of performance continues, the person should be put on a PDP failing to achieve which he might be managed out.



Accounts Receivables (AR Executives, AR Support):

	Range Scores 
	Rating
	Rating Name
	Rating Description

	96 and above
	5
	Outstanding (O)
	This person has far exceeded their agreed objectives and performance standards 96 and above.

	91 - 95
	4
	Exceeds Expectations (EE)
	This person has consistently met their objectives to the agreed performance standards. In some cases they have achieved more than their agreed objectives and to a higher standard than expected. 91 - 95%.

	86- 90
	3
	Meets Expectations (ME)
	This person has achieved the agreed objectives to the agreed performance standards.  This is the minimum performance expected from every employee in the organisation. 86 - 90%.

	60-85
	2
	Below Expectations
(BE)
	This person has met some or most of their objectives to the expected performance standards.  In a few areas they did not meet their objectives and / or agreed standards. 60-85%.

	Below 60
	1
	Poor Performance
(PP)
	Below 60.This person has not met most or all of their objectives and expected performance standards. If this level of performance continues, the person should be put on a PDP failing to achieve which he might be managed out.


Other Employees:

	Range Scores 
	Rating
	Rating Name
	Rating Description

	95 and above
	5
	Outstanding (O)
	This person has far exceeded their agreed objectives and performance standards 95 and above.

	90-94
	4
	Exceeds Expectations (EE)
	This person has consistently met their objectives to the agreed performance standards. In some cases they have achieved more than their agreed objectives and to a higher standard than expected. 90-94%

	85-89
	3
	Meets Expectations (ME)
	This person has achieved the agreed objectives to the agreed performance standards.  This is the minimum performance expected from every employee in the organisation. 85-89%.

	60-84
	2
	Below Expectations
(BE)
	This person has met some or most of their objectives to the expected performance standards.  In a few areas they did not meet their objectives and / or agreed standards. 60-84%.

	Below 60
	1
	Poor Performance
(PP)
	Below 60.This person has not met most or all of their objectives and expected performance standards. If this level of performance continues, the person should be put on a PDP failing to achieve which he might be managed out.


4.3.4.3 Forced Distribution:

The forced distribution method requires the supervisor to compare the performance of his subordinates and place a certain percentage of employees at various performance levels. The performance levels are distributed according to normal “Bell Shaped” distribution.

The direct supervisor will distribute employees according to their performance achievements, competencies and skills whereby the majority should fall under the median and the percentage of employees on either side of the distribution will take lesser values.  5% will be given a rating of outstanding, 20% Exceeds Expectations, 50% Meets Expectations, 20% Below Expectations and 5% poor Performance.

Example: Decades of research has shown that the natural distribution of people as per the normal distribution curve (as above). This implies that when evaluating the performance of 20 employees, their overall rating should be distributed as follows:

a. 1 employee (5%) should receive "Outstanding"

b. 4 employees (20%) should receive "Exceed Expectation"

c. 10 employees (50%) should receive "Meet Expectation"

d. 4 employees (20%) should receive "Below Expectation"

e. 1 employee (5%) should receive "Poor Performance"
As for the cases where the number of employees, due to geographical spread mostly, does not reach the level that justifies the application of normal distribution, the direct supervisor is responsible for assigning different performance levels to his direct subordinates, as seen fit regarding their overall evaluation.
HR shall ensure the proper application of the forced distribution.
4.3.4.4. Corporate Appraisal Method: 

B-2) All Employees except Senior & Middle managers (PA-02-01 & PA-03-02):
	Appraisal Method
	Weighted Percentage

	Key Performance Indicators
	100% KPIs

	Competencies Rating Scale
	100% (50% of Technical, 50% of Behavioural) Competencies

	Total Weighting
	100%


B-2) Middle Managers (PA-02-01 & PA-03-01):
	Appraisal Method
	Weighted Percentage

	Key Performance Indicators
	100% KPIs

	Competencies Rating Scale
	100% of Behavioural

	Total Weighting
	100%


B-1) Senior Management & Management (PA 04-01):

	Appraisal Method
	Weighted Percentage

	Key Performance Indicators
	80% KPIs

	Competencies Rating Scale
	20% (Behavioural)

	Total Weighting
	100%


Performance Appraisal System Weightings:

· Total Weights for each appraisal method is 100%.

· Weights depend on the criticality and importance of the objectives and competencies.

· The relative weight for each critical objective and competencies should normally range between 5% and 15%. But, if the number of performance objective is less the 6,then the weightage can be exceeded above 15.
4.3.4.5. Clarify Expectations and Create Stretching Goals 

These guidelines will help ensure your team’s individual goals are tied to your organizational priorities: 

1. Share your vision and goals for the organization or your department: Let your team members know what success looks like for your organization. Share with them what results you are working towards. Be open with them about what you’re accountable for.  Share your own goals with your team. You can’t expect your employees to show serious commitment to their work unless they see you doing what it takes to succeed. 

2. Explain how their work contributes to the organization’s goals: Let your employees know why their work is important. Help them to see how their efforts fit into the big picture. Help them answer the question: “What difference do I make in this working place?” Explain your vision and goals to everyone on your team and ask for ideas and suggestions for improving them. 

Make sure your employees know what you expect of them. Don’t mislead anyone about your expectations. Be very clear and up-front about the behaviors and results you expect from them. 

3. Ask each person to develop a draft set of performance goals: Get them involved in goal setting. Have them take the lead in developing their performance goals. In many cases, they know their job better than you do and will be more committed to achieving their goals if they help to define them. 

Ask each person on your team to develop a performance plan with no more than five to eight measurable goals. Ask them to challenge themselves when setting these goals, but keep them realistic. 

4. Meet with your people to review and agree on their performance goals: Make sure everyone’s goals are clear and within their control or influence to achieve. At the same time, make sure that the goals are challenging and will stretch the individual to be their best. 

5. Finalize goals and communicate them to everyone on your team: Make sure everyone on your team knows what’s expected of the rest of the team. Share and communicate performance goals to everyone. Make sure everyone knows what other team members are responsible for. 
4.3.4.6. Performance Appraisal rating phase: 

Roles & Responsibilities 

The Supervisor:

· Prepares the employee for self-assessment and emphasizes the importance of the self-assessment in the process.

· Allows a reasonable amount of time for the employee to complete the self- assessment form prior to the annual performance review meeting.

· Reads and reflects on the self-evaluation the employee submits before the performance review meeting.

· Schedules a time to discuss the self-assessment with your employee during the performance review meeting.

· Compares the employee’s self-assessment with your own performance review and discuss any differences with the employee.

· Agrees and assigns a final performance evaluation to the employee

· Discusses improvement and development needs of the employee and completes the Employee Development Plan.

· Answers employee questions with regard to the performance review.

· Signs the performance review and obtain the employee's signature.

· Makes decisions related to recognitions and rewards, promotion, training and career development, promotion, personnel changes, etc.

· Deals with performance related issues.

· In senior management performance evaluation supervisor will nominate a peer essentially required to have a working relationship with the performance appraisee.

· The supervisor must ensure that he receives the evaluations from the nominated peer while evaluating senior management position(s). 

The Employee:

· Takes adequate time to complete the self-assessment form in a thoughtful way, including comments as well as ratings for own performance.
· Uses the self-assessment to create information to share with and questions to ask the supervisor during the discussion.
· Provides the self-assessment form to the supervisor prior to the scheduled performance review meeting.
· Attends the performance review meeting with supervisor.

· Listens to feedback from the supervisor and asks questions to clarify information.

· Identifies areas for improvement and development

· Signs the Performance Appraisal Form and the EDP.
4.3.5. Training & Career Development:

One of the primary purposes of the performance review process is development of employees. PAS provides an excellent opportunity to identify developmental needs focuses on developing employees' capacity to excel in their performance and ensures that the organization has the necessary knowledge and competencies required to achieve the business strategy. 

A performance review should lead to the identification of gaps in skills and competencies. These gaps will be analysed by Human Resources department and translated into training needs. Identifying training needs in this way should be seen as a positive process and investment in employees – one where the individual can improve or build on the skills or attributes already held. The supervisor or employee should not see it as a form of criticism.
Jobs, people, organizational goals, methods, and the work environment all change from time to time. Whatever the change, or the reason for the change, it is important to recognize that the way things were done previously may no longer be valid. Your current performance may require some adjustment or may require the use of additional or new skills. Similarly, the pursuit of a career or shifts in the direction of your career can also lead to a need for further training, experience or even higher education. The performance review process must take into account all of these factors.

Training & development encourage good performance, enable employees learn new skills to improve current job performance, maximize current performance in support of organizational requirements, increase interest, challenge, and satisfaction among employees and above all support them with the knowledge, skills and abilities necessary for superior performance.

Performance management provides an excellent opportunity to identify developmental needs. The supervisor and the employee shall discuss needed training and development necessary to address and close any gaps in current performance to attain the performance standards, identify what knowledge and skills the employee will need to learn or improve to meet performance standards and develop the development plans.

The supervisor recommends developmental & improvement activities in the Employee Development Plan (PA-04). The aim of the EDP is to list down the areas that requires improvement and development to improve the employee’s present job performance to meet goals and performance expectations, and improve skill base. The supervisor should determine anticipated target dates, timeframes, and identify specific courses or seminars, and training and development topic areas using the Employee Development Plan (EDP).
Performance should be linked to Training & Career Development: 

· To accelerate the development and improve the retention of talented people.

· To identify on-going needs for replacement, succession planning and design appropriate training and employee development programs; 

· To increase the pool of talented employees

· To add value to the organization’s strategic plan and contribute to ongoing business strategies;

· To ensure individuals receive appropriate developmental opportunities and are successful in their career goals; 

· To improve employee morale and commitment

·  To encourage the development and advancement of the diverse group of employees;

4.3.6. Rewards:

Performance rewarding means recognizing employees, individually and as team members, for their performance and acknowledging their contributions of the Company’s objectives. In other words, it’s linking actual performance to suitable compensation and rewards to reinforce excellence in performance, and ensure SMSA express is building a performance-driven culture.
A basic principle of effective management is that all behaviour is controlled by its consequences. Those consequences can and should be both formal and informal and both positive and negative. Positive consequences include rewards and recognition, promotions, within-grade-increases, etc. Negative consequences may include counselling, warning, redeployment or terminating the employee. 

Recognition is an on-going, natural part of day-to-day experience. Good performance should be recognized without waiting for nominations for formal awards to be solicited. Awards may come in many forms, including cash, time off, non-monetary items, honor awards, etc. Many of the actions that reward good performance — like saying “You did a good job.” — don’t require specific regulatory authority and are easy to give and has a significant effect.

Why rewarding performance?

·  To reward people who achieved the business strategy

·  To motivate employees and increase productivity

·  To encourage superior performance

·  To maximize job satisfaction

·  To keep employees committed to the organization ( build loyalty)
·  To foster attraction and retention

·  To accelerate the procession of new skills and competencies
The following table shows the percentages of bonus award associated with the performance evaluation:

	Numerical Rating
	Adjective Rating
	Bonus Award

	5
	Outstanding
	As per KPI Bonus Policy

	4
	Exceeds Expectations (EE)
	As per KPI Bonus Policy

	3
	Meets Expectations (ME)
	As per KPI Bonus Policy

	2
	Below Expectations (BE)
	As per KPI Bonus Policy

	1
	Poor Performance (PP)
	As per KPI Bonus Policy


4.3.6.1. Bonus Pot

Bonus Pot is the amount of money allocated by Senior Management at their discretion for distribution as bonuses to all eligible employees in terms of current company policies.
The bonus share pot should be based on the profit.
Please refer to SMSA KPI policy.
Performance bonus:
Department Head will review the performance ratings given to his staff and subsequently approve them after thorough review as per SMSA policy.

Performance appraisal team (Human Resource Department) will compile and finalize the summary of performance results from all the departments.

To calculate the performance bonus for each department, the Finance Department shall calculate the distribution of bonus amount to individual employees based on their performance results and the amount of bonus available for distribution.
4.3.6.2. Promotion:

The annual performance review process will provide the basis for evaluating the employee’s readiness for promotion. The promotion process may take place on a yearly basis and will be based on outstanding performance results and availability of suitable position. Promoting an employee to the next job grade should be based on the following:

· A position becomes available within the organization;

· Vacant positions must be in accordance with the annual approved manpower plan of the company;

· The employee possesses the minimum qualifications, skills and competencies for the position or have clearly demonstrated the ability to perform the job;

· The employee has demonstrated consistent job performance evaluation deserving of promotional consideration;

·  To be eligible for a promotion, an employee must have been in the position for at least one year, exception subjected to MD/CEO’s approval
4.3.7. Employee Relations Actions

4.3.7.1. Addressing Performance Issues:

Addressing performance issues is a necessary and important element in the Performance Appraisal System. Serious problems should be addressed over the duration of the Performance Appraisal cycle and they should never be a big surprise. Supervisors should prepare evidences and facts carefully. 

If the performance issue has been discussed with the employee previously, document the previous and most recent discussions. Prepare documentation for the employee and his Personnel file. The performance improvement process generally includes several steps: verbal discussions, documentation describing actual versus performance standards, written notices, and finally termination.

Dealing with non-performance effectively is a key characteristic for high performance companies. Non-performance occurs for a multitude of reasons such as:

· Unclear expectations or unrealistic or unachievable objectives.

· Insufficient stretch in objectives, thus reducing motivation and ambition.

· Under resourced to fulfil role requirements.

· Poor talent fit for role.

· Poor manager.

Poor performance is identifiable quite quickly – usually within 3–6 months. Early investigation will determine which of the above factors are at play, and what intervention is necessary.

Performance should be reviewed bi-annually to ensure that employees are clear what is expected of them, are sufficiently well resourced, and are employees making the progress expected. Employees should be constantly given accurate feedback on their performance. 

If people lack sufficient basic talents to perform the role effectively, it should be quickly recognized and proper actions are taken to remedy the situation.

Failing to prevent continuing poor performance is one of the greatest barriers an organization faces in achieving its desired performance culture.

Poor performers need to be appropriately handled to avoid an adverse effect on the morale of employees who are performing satisfactorily.

4.3.7.2. What constitutes a poor performer?

Poor performance applies to an employee who has been rated as Poor Performance for a minimum of one full appraisal cycle.
· Collate feedback from other people the individual has worked with previously during the last appraisal cycle.

· Make the individual aware that their performance is not acceptable through counselling.
· Together discuss and agree

· The reasons for their poor performance.

· An action plan comprising revised set of objectives with standards, timescales and reviews

· Supervisor / other support required e.g. to look into other roles, skills development

· If the individual subsequently meets their revised objectives

· Let them know that they are no longer considered to be poor performers

· Agree a further set of longer term objectives and learning and development needs. 

· If the individual does not meet the agreed objectives the company retains the right to redeploy, reduce scope of the duties or apply the provisions of SMSA Express Disciplinary Action Policy up to and including termination.
Redeployment:

An employee, whose performance during the corrective action period (upto 6 months at department head's discretion) is identified as not improving, may be reassigned to another position with different duties if the company identifies another position that is more suitable for the employee’s performance level. 
When an employee is moved to another position with different duties due to unsatisfactory performance, remuneration may be revisited accordingly for the employee.

Reduce Duties:

As an alternative to reassignment or termination, the company may allow the employee who is unable to achieve satisfactory performance during the corrective action period to remain in his position, and reduce the employee’s duties and the salary to appropriate compensation to the new assigned roles and position.
Termination:

If the company determines that termination is the proper action based on the re-evaluation, the employee will be terminated at the end of corrective action period in case there is not sufficient improvement.
Disciplinary Action:

The re-evaluation process does not prevent the company from taking disciplinary action based on the employee’s poor performance or other reasons stipulated in SMSA Express' Disciplinary Action Policy or the Kingdom's Labor Law.
4.3.7.3. What is a Performance Appeal Process:

In order to preserve the credibility of the Performance Appraisal System (PAS) it is necessary to set up a procedure for the employees to appeal against their assessment. This may be through the appeal procedure. Appeals should be made to a more senior manager than the appraiser and escalated to the Human Resources Department or even to a special committee consisting of senior management representatives.
If an employee disagrees with his evaluation rating and cannot resolve the disagreement with his immediate supervisor, the employee may appeal to the next immediate supervisor for review of the evaluation. 
The appeal's procedure should be used only in exceptional circumstances. The main aim of performance appraisal is to help employees improve their performance. The appraisal system should not be used to discipline poor performers nor as a device for employees to negotiate better ratings or performance payments through the appeals procedure. Frequent use of the appeals procedure could indicate that there are problems with the appraisal system and a need for further management training in appraisal techniques is appropriate.

Appeal Procedure:

· An employee who disagrees with his Goal setting/final performance evaluations may submit an appeal in writing to the immediate supervisor within 5 workdays from the Goal setting/performance meeting.

· He should get a written response within 3 working days. 

· If the employee does not get satisfactory response from his Supervisor, he may appeal to the indirect supervisor who should provide feedback within 3 working days.

· If the employee is still not satisfied with his Goal setting/final rating, he may appeal to the respective department head that should also provide his response within 3 working days. 

· If the above does not resolve the employee concern, the appeal will be forwarded to HR who will take it forward to the Performance Review Committee.

· The Performance Review Committee will be formed by the Head of Human Resources Department, and two other executives including MD (Chair) and the third member (who will be a head of department) will be selected on case-by-case basis from various departments.
· This committee will review the employee request and any other evidence submitted to develop its final and fair recommendations within 3 working days.
4.3.7.4. Probationary Performance Reviews:

Human Resource shall revise and monitor on monthly basis the list of new employees on the verge of completing their probationary periods and then following up with their supervisors for execution of the probation progress review.

Before the end of the 3rd month of service, the supervisor must meet with the employee to review his performance. The Probationary Progress Review (PA 05-SSHR) must be completed and sent to the Human Resources Department at least two weeks prior to the end of the probationary appraisal end date.

 If the employee is deemed not to be meeting performance expectation the disciplinary action as per the company policy will be initiated
4.3.7.5. Performance Appraisal Major Processes Timeframes

Performance Appraisal Period:

· The annual Performance Appraisal cycle is normally from January to December.

· Performance planning and goal setting takes place during December.

· Performance progress reviews is expected to be throughout the year.

· Performance Appraisals rating should be finalized ideally during late December or early January of the next year.

· Communication of performance evaluation to all employees is expected to be during December or early January.
· Minimum of 90 days are required to evaluate new hires during the probationary period appraisal.

· Performance Appraisal for employee who transferred during the year must be completed by both former and current supervisors. In case of difference in ratings, the average of the two performance reviews will form the final rating for the employee, however on pro-rated basis depending on period spent with each supervisor.
· Distribution of rewards should take place ideally during January or early February.

	Performance Element
	Month
	Responsibility

	Strategic and Business Plans for the year are decided and they are cascaded down the line to concerned Department Heads & Department Managers as departmental business, operational and quality targets.
	November
	MD/QRM & HR

	Business Plans for the year are translated into operational, personal and quality objectives. Managers and Supervisors discuss objectives with concerned employees.
	December
	Department Heads and Department Managers

	Performance Appraisal Progress Reviews. Managers and Supervisors sit with concerned employees on bi-annual basis to track, coach and assess progress reviews.
	June - July
	Managers and

Supervisors

	Individual Self-Assessment and Final Performance Evaluation.
	December
	All employees (self-assessment though is for management)

	Performance Rewards & Development Plans.
	January
	MD, Chairman, Finance & Department Heads


PERFORMANCE APPRAISAL RATING PHASE Workflow
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4.4. Phase 4: Monitoring & Evaluation of the Performance Appraisal System

4.4.1. Phase Objectives:

Evaluations and ongoing monitoring for the Performance Appraisal System (PAS) is essential for system management and accountability.

The Performance Appraisal System must be continually reviewed, monitored and enhanced.  Alldepartments and employees are encouraged to review the PAS and recommend developments and enhancements to ensure that the system fully suites the corporate requirements. Information and feedback needs to be collected through a variety of methods and means such as interviews, focus groups, surveys, review of the quality of the Performance Appraisal System.  

4.4.2. Key Elements of a good Performance Appraisal System:
Key elements of good practice in the design and implementation of effective performance management systems in public sector agencies can be summarized as: 

Alignment: Ensuring alignment of the Performance Appraisal System with Company overall Goals by translating organizational goals and objectives into personalized employee specific objectives. Align training, development initiatives, remuneration and rewards to performance, so employees can see and experience a clear link between their performance and the rewards they receive. Similarly, poor and weak performance should be identified, documented and managed properly.

Credibility: Engaging and winning the support and confidence of supervisors and employees through transparency, fairness, measuring success and right application of the Performance Appraisal System.

Partnership: Encouraging a partnership between the supervisor and employee, focusing on regular discussions about accountabilities, performance expectations and development plans. The supervisor and employee begin the year with an extensive discussion of the job accountabilities and what performance is expected from the employee. Both the supervisor and employee have a responsibility to initiate conversations about performance throughout the year.

Regular communication of performance goals and matters: Communicating regularly of performance objectives and matters is important in fostering employee commitment. This can be done using a variety of both direct and indirect communication methods.

Training: Conducting orientation and training on regular basis to line management, supervisors and employee on the Performance Appraisal System, highlighting the importance of performance to achieve the business strategy and emphasize the importance of their roles in the application of the Performance Appraisal System.
Surveys: The appraisal system needs to be continuously evaluated, to determine if it is effective and to identify opportunities for improving it.  Survey is a good tool that can be used to evaluate perceptions.  It is most valuable when input is gathered and analyzed from all levels and from all parts of the organization. Perception is reality when it comes to system acceptance and employees will act on.
Audit: Internal Audit & Human Resources Departments should jointly conduct audit reviews on the implementation of the Performance Appraisal System at the end of each performance cycle to ensure that all the phases of the Performance Appraisal System are implemented and conducted properly, fairly and within timeframes.

Some Indicators for the Performance Appraisal System (PAS)
	Organizational Performance
	· Formal communication processes are in place to ensure employees understand the organization’s business plan (e.g., briefing sessions for all employees).

· The department business plan is accessible to all employees.

· Employees have the opportunity to provide input into the department business planning process.

· Competencies expectations are communicated to employees.

· Strategies and processes are in place to foster training & development needs.

· HR has mechanisms in place to ensure that performance planning and management is occurring.

	Employee Performance
	· Every employee completes the annual performance planning and goal setting template, measures and targets that link to department business plan goals.

· Employees are aware of how their performance will be assessed.

· Every employee completes anemployee development plan that identifies his weaknesses and supports his performance progress.

· Employees and their supervisors review progress on performance periodically throughout the review year.

· Formal performance assessments are conducted with employees at the end of the performance year.

· Performance planning and assessment includes a review of performance achievements and competencies.

· Orientation is provided for employees.

· Supervisors are held accountable for ensuring completion of each step of the performance appraisal process.

	Rewards and Recognition
	· Performance pays & reward decisions link to performance achievements.

· The rewards and recognition program is based on defined organizational criteria.

· Communication processes are in place to ensure that employees are familiar with the rewards and recognition program.

	Surveys
	· % of employees who know and understand how well they are performing. 

· % of employees who agree their organization supports their training and development to meet organizational needs. 

· % of employees who receive recognition for their contributions to progress on business goals. 

· % of employees who agree their departments provide expected outcomes for their work. 

· % of employees who know and understand organizational, departmental goals and priorities. 

· % of employees who perceive that their managers and supervisors models and promotes effective performance management practices. 

· Employee assessment of the effectiveness of performance coaching. 

· Employee assessment of the effectiveness of the organizational or departmental appraisal system.

· Employee assessment of the effectiveness of the rewards and recognition programs. 


5: Guiding Points
5.1 Roles & Responsibilities during the Performance Appraisal Cycle:

Department of Human Resources:

The Department of Human Resources is responsible for launching, monitoring and managing the PAS cycle. It shall provide templates, materials used in the annual performance evaluation process, monitoring the process, reviewing/ analyzing and filing all completed appraisals.  

In addition, they will provide training and consultation for employees and supervisors as it pertains to this process.  Finally, Human Resources will ensure to maximize the effectiveness of the system, promote accuracy, fairness, consistency, and appropriateness.

Department Heads and Department Managers:

It is the responsibility of each Department Head & Department Manager to oversee the effective implementation of the performance evaluation process by ensuring that all supervisors conduct timely reviews of the work performance of those employees under their direct supervision.  New supervisors/managers should be advised to contact the Department of Human Resources to arrange for training in the process of performance discussion and evaluation.

Immediate Supervisor

It is the responsibility of the immediate supervisor to work with the employee to develop goals and standards of performance, to articulate expectations, and to make action plans to assist the employee in successfully meeting these expectations. Additionally, supervisors are responsible for ensuring that each employee is appraised in an appropriate and timely manner.  It is also the responsibility of supervisors to conduct regular periodic performance reviews using the appropriate Goal Setting and Performance Progress Review Template to assist the supervisor in informing the employee of the extent they are meeting or failing to meet expectations in their key areas of responsibilities. 

Employees

Employees are responsible for working with their supervisors to identify and develop agreed upon responsibilities, expectations, performance goals and standards, and action plans on how to successfully achieve performance expectations.  Additionally, eligible employees are responsible for completing the “Employee Self-Assessment” to assist in the appraisal process. If disagreements arise during the appraisal session, employees are responsible for providing a written explanation of their disagreement that will be attached to the finalized evaluation form for record, and further escalation, if any.
5.2 Success Factors for creating a high performance organization:

· Organizational mission, vision, goals and objectives are defined and communicated consistently and continuously.

· Top leaders support and model performance-based behaviour. 

· Individual and organizational competencies needed to accomplish the mission and achieve organizational goals are identified and defined.

· Job duties and responsibilities are aligned with the mission and goals.

· Employees know how they contribute to organizational success.

· Supervisors and employees jointly develop employee performance expectations that are linked to the department's mission and strategic goals. 

· Performance measures are developed and information systems capture performance data.

· Supervisors and employees communicate frequently about the status of performance expectations. 

· Training is considered integral to high performance and quality customer service; 

· Performance is formally evaluated at least annually. Semi-annual review to be internally documented by the Supervisors.
· Exceptional performance is recognized and rewarded.

· Poor performance is immediately addressed and remedial efforts are initiated 

Common Rating Errors & Biases:

One of the most important topics in Performance Appraisal is rater error and biases.  Every rater is subject to making the common types of error and research has shown that the best solution is to identify each type and train supervisors and raters how they avoid these most common errors.

A big concern for many supervisors has to do with their ongoing relationship with the employee. It is not easy to tell an employee about their ratings. Some supervisors will give better ratings than the employee actually deserves, for fear of hurting employee’s feelings or causing problems in the working relationship. Employees usually know their strengths and weaknesses on the job, and supervisors who have provided thorough and consistent provided coaching and feedback throughout the year must provide ratings that are consistent with the previous feedback and employee’s actual performance.

The supervisor needs to be aware of various ways that errors occur in rating performance. Some of the most common errors and biases that exist include:

· General Bias Errors: When supervisors are too severe in their ratings on all employees (negative bias) or when supervisors are too easy in their ratings of all employees (positive bias), and do not take into account the individual employee’s actual job performance.

· Halo Effect: When supervisors let an assessment of an employee on one task influence their overall rating of the employee.

· Logical Rating Error: When supervisors give an employee a high score on one task because it is related to another task that the employee performed well.

· Contrast and Similarity Errors: When supervisors judge others based on how they perceive themselves, either similar to the employee or different from the employee.

· Central Tendency Errors: When supervisors are reluctant to make extreme judgments about others, avoiding the extremes on the rating scale, which results in a narrow range of scores.

· Proximity Errors: When supervisors have a tendency to be influenced by how they rated surrounding items. For example, if item #2 was given a high rating, then the rater may tend to carry over the favourable response to item #3, even if it is inappropriate.

· Rating Inflation: When a supervisor’s ratings tend to increase over time without justification. The supervisor should make sure the ratings are based on results, not the feeling that ratings should increase.

6.0. Forms
PA 01. Individual Goal-Setting form
PA 02-01. Employee Performance Review
PA 03-01. Middle Managers Competency Review 

PA 03-02 Staff, Specialist and Supervisors Competency Review
PA 04-01. Senior Management& Management Performance Review
Employee Development & Action Plan (EDP)
Probationary Progress Review (Via SSHR)
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