STUDIES AND ARTICLES

VAJDA, EVA

PERCEIVED JUSTICE AS A CRUCIAL FACTOR OF
PERFORMANCE MANAGEMENT SYSTEMS

Academic journals lack recent research on the state of Performance Management (PM) practices and their assessment in
a comprehensive manner. By examining the current trends in line with the research, this article narrows the gap between
practice and research and delivers practical recommendations. Based on the four criteria of effectiveness the article
describes the comprehensive framework for evaluating the effectiveness of PM systems and highlights the importance
of justice perception as one of the effectiveness criteria. The article displays the findings of secondary research about the
new PM systems introduced recently by companies, and analyzes the main driving forces of the changes. The general
characteristics of the traditional and emerging trends are described and defined as “competitive” and “cooperative”
approaches in comprehensive framework. The conclusion of the article is twofold. Firstly, one cannot speak about major
changes of PM, but there are signals of a shift from the “competitive” to the “cooperative” approach, which can be
explained by situational changes, and the organizations should match their PM with their own situations. Secondly,
fairness perception as one of the employees’ reactions to PM is a crucial criteria for effectiveness and it is related to the
success or failure of the system.
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he main question of Human Resource Management

(HRM), as a support function to leadership, is how
to make an employee as effective as possible in achieving
organizational goals. It is assumed that employees’ indivi-
dual performances lead to intended organizational perfor-
mance if individuals® goals are in line with organizational
goals. Performance Appraisal (PA) as an integral part of
Performance Management (PM) system has been consi-
dered as one of the most important HR process, because
it provides the best chance to establish a link between in-
dividual performance improvement and firm performance
improvement (DeNisi — Murphy, 2017).

It took a long journey for researchers to start to focus
on performance improvement more as a goal of appraisals
(DeNisi — Pritchard, 2006). In the past, research on PM has
not had the impact it could have on the practice, mainly
because it has focused on the quantitative criterion, that re-
fers to the validity and reliability of the measurement tools,
while researchers paid less attention to the qualitative cri-
terion, that refers to the individual justice perceptions of
these tools and practices, that affect employees’ attitudes
and behavior in the workplace (Farndale et al., 2011).

Despite the fact that PM have been subject to many
criticisms in the past, the theory resonates to the practical
problems of the current period. The historical and eco-
nomic context has played a huge role in the evolution of
PM practices and research over the decades (DeNisi — Pri-
tchard, 2006). Researchers have been dealing with those
issues, which drew attention of the practitioners, time to
time. Furthermore, the research lines dealing with psy-
chometric soundness of rating formats highlighted those
unsolved issues, which made researchers move attention
finally to measures that reflected ratee perceptions of fair-
ness and accuracy (DeNisi — Murphy, 2017).

As justice perception of performance appraisal has
been identified as an important criterion in judging effec-

tiveness and usefulness of PM for organizations, the con-
textual factors outside the appraisal process became also
important because they may influence justice perceptions
of performance appraisal (Erdogan, 2002).

PM researchers made a significant progress when they
came to better appreciate the critical influence of the con-
text in which performance appraisal occurs on the process
and outcomes of appraisal (Erdogan, 2002; Murphy — De-
Nisi, 2008). PM research can not make significant contri-
bution in understanding how or why one appraisal succeed
and the other not without considering why appraisals are
conducted and how the contextual factors shape the app-
raisal process and outcomes of the appraisal (Biron et al.,
2011; DeNisi — Murphy, 2017).

However many research published in this topic are
still mainly decontextualized, examining different facets
and features of the process in isolation (DeNisi — Murphy,
2017). Other studies may stress out the importance of spe-
cific contextual variables such as national or organizatio-
nal culture, leader—member exchange quality, perceived
organizational support (Erdogan, 2002; DeNisi — Mur-
phy, 2017) or the features of an effective implementation
(Aguinis et al., 2011; Longenecker — Fink, 2017).

Nonetheless studies are also published such as motiva-
tional framework (DeNisi — Pritchard, 2006), integrated
framework (Igbal, 2015) and the conceptual framework
of using competing values approach (Ikramullah et al.,
2016), which met the demand to integrate the results of
previous PM research.

According to contingency theory the design of an or-
ganization and its subsystems must have a proper fit with
the environment and its subsystems should be also cons-
istent with one another (Lawrence — Lorsch, 1967). Based
on this premise, HR aims to develop adequate PM systems
in line with the organization’s business model. While the
PM system should also be consistent with other HR subsy-
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stems, such as compensation, succession planning, talent
management, career development, learning and develop-
ment and with other systems in the organization such as
strategy, business planning and controlling. HRM should
ensure that processes are running along the same princip-
les and standards across the organization, while providing
efficient support to the top and middle management.

The effectiveness of PM systems should be assessed and
examined in a more comprehensive manner, in which PM
systems are built in a way that they are in line with their
situation and users’ justice perception. Based on this as an
integrated view, the practical implication of the conceptual
framework of Ikramullah et al. (2016) can have a great added
value to narrow the gap between practice and research.

Drawing on the direct aim of enhancing the effectiveness
of PM systems in improving employees’ performance, my re-
search questions are formulated as follows: how can PM be
effectively designed and implemented in line with its external
and internal situations and organizational structure by app-
lying the conceptual framework of using competing values
approach? What are the differences and common characteris-
tics of the PM systems implemented recently and what are the
main driving forces related to these characteristics?

Research on PM dates back to the early 1920s and
based on that one can assume practitioners could find out
how to design and implement PM systems in line with
their strategic and business goals and situations effecti-
vely. However there are very few specific recommendati-
ons about designing and implementing PM whose goal is
performance improvement. Furthermore “a perusal of the
literature reveals that recent research on the state of PM
practices is solely lacking in academic journals” (Gorman
et al., 2017, p. 193.). My aim is to narrow the gap between
practice and research by examining the current trends in
line with the research and give practical recommendations
how to change or improve their PM practices in order to
enhance the effectiveness of PM as a whole.

In recent years many articles were published in business
journals with provocative headlines about the end of tradi-
tional performance management. Big multinational compa-
nies decided to get rid of their traditional PM systems and
start to rethink the way they conducted their procedures
(Buckingham — Goodall, 2015; Cappelli — Tavis, 2016; Peo-
ple & Strategy, 2016; Kinley, 2016). These give the impres-
sion that we are witnessing a major change of PM.

This paper is structured as follows. First, in Section 2 [
define PM system, then in Section 3 I discuss the PM lite-
rature with the different lines of PM research. Based on the
four criteria of effectiveness I introduce the Ikramullah’s
comprehensive framework for effectiveness of perfor-
mance appraisal systems (Ikramullah et al., 2016). Then
I highlight the importance of justice perception as one of
the effectiveness criteria and describe Greenberg’s (1993)
taxonomy of justice perceptions applied to performance
appraisal (Thurston, 2001 in Walsh, 2003). Secondly, I
conduct a secondary research, which involves a review of
journals on one hand, and data available online about the
new PM systems introduced between 2012 and 2017 by
multinational companies on the other. As far as the latter

source of data is concerned instead of studying the entire
population, I selected a sample of companies which are
important actors in the market. By generalizing the results
in order to eliminate my personal bias in the selection, I
focus on the general patterns that appeared in different
companies. In Section 4 I provide a brief overview about
the evidence of the market. In Section 5 I analyze the main
driving forces of the changes by differentiating internal
and external situations and organizational structures. I
describe the general characteristics of traditional and
emerging trends and rename them as “competitive” and
the “cooperative” approaches of PM systems and put the
approaches in comprehensive framework for effective-
ness. Finally, in Section 6 I give recommendations on how
PM system can be improved and in Section 7 I also discuss
what the possible further research directions can be.

As a conclusion, first, I found that the organizations
should fit their PM systems with their own situations in
order to set up an effective system. Based on the review we
cannot speak about major change of performance manage-
ment, but there are signals of a shift from the “competiti-
ve” to the “cooperative” approach, which can be explained
by situational changes. Secondly, fairness perception as
one of the employees’ reactions to PM system is a crucial
criteria for the effectiveness of PM systems and it is rela-
ted to the success or failure of the system. Recent changes
highlight the unsolved issues of psychometric soundness
of rating formats, since it is not the validity and reliability
of the measurement tools but the individual justice per-
ceptions of these tools and the related practices that affect
employees’ attitudes and behavior.

Performance Management System and
Performance Appraisal System

Nowadays researchers and practitioners tend to assu-
me that employees’ individual performances lead to intend-
ed organizational performance if individuals’ goals are in
line with organizational goals (DeNisi — Murphy, 2017).
The relevance of PM systems and practices is that they
aim to establish a link between individual performance
improvement and firm performance improvement.

Like every other organizational system, PM is to pro-
vide efficient support to the management to fulfill its coor-
dination task. In order to coordinate, it is management’s
responsibility to set strategic goals and objectives, to cas-
cade organizational goals into individual goals, to control
past and present achievements and give feedbacks accor-
dingly in order to foster future performance in line with
organizational goals. Within the leadership function mana-
gers convey goals to the employees, motivate them by com-
pensation, future career opportunities and development.
PM is the result of the organizing function of management.

PM is an integral part of the annual business planning
cycle. PM system enables managers to cascade the strategic
targets into team and individual performance objectives and
development plans; to reinforce sense of accountability and
performance—oriented culture in the organization; to enhance
employees’ motivation and commitment, and to evaluate the
capabilities of people for future business challenges. From
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the individual’s point of view PM system is important to
clarify job responsibilities, expectations and priorities; to
provide feedback and coaching; and to enable systematic
dialogue about longer—term career aspirations and personal
development (Bakacsi, 1999). The main goal of PM-related
HRM practices is to increase organizational performance
through individual and group performance by improving
performance-related behavior such as motivation, job satis-
faction, organizational commitment and trust, cooperation,
compliance and acceptance of decisions and by decreasing
“bad” behavior outcomes such as silence, absenteeism, fluc-
tuation and conflict (Conlon — Meyer — Nowakowski, 2005).

Performance Appraisal (PA) as part of PM system refers
to the whole procedure, including the establishment of per-
formance standards, appraisal-related behaviors, the deter-
mination of performance ratings, and the communication
of the rating to the ratee (Erdogan, 2002). The goal of PA
is to provide information that will best enable managers to
improve individual performance (DeNisi — Pritchard, 2006).
Furthermore an effective PA is an “engine” of the HRM, pro-
viding essential information to all other HR systems in order
to support decisions of compensation, succession planning,
talent management, career development, learning and deve-
lopment planning (Bakacsi, 1999; Biron et al., 2011). Since
PA is an integral part of PM, hereinafter whether I refer PA
as PM, or I make a clear distinction between the two con-
cepts, only when I find it necessary.

Literature review

Even though the interest in evaluation of performance
at work can be tracked back in ancient China and there
were also efforts at establishing merit ratings as far back
as the 19th century (Murphy — Cleveland, 1995 in DeNisi
— Murphy, 2017), psychological research on performance
rating began only in the 1920s, with Thorndike’s article
(Thorndike, 1920 in DeNisi — Murphy, 2017) in which he
identified what eventually became known as “halo error.”

There were two important trends, which defined perfor-
mance appraisal practices in the Anglo Saxon and Western
European cultures. Firstly, the evaluation methods have
been shifted gradually towards behavioral and outcome-
based approaches from personality traits and informal
(essay-type) evaluation. Secondly, the application of the
performance appraisal system has become more and more
numerous and the number of goals that formal evaluation
systems have to achieve was also growing such as admi-
nistrative goals for promotion, dismissal and salary raise,
later training and development in individual and organizati-
onal level, then finally organizational planning, legal docu-
mentation and guidance for the evaluation and development
of the personnel system. Owing to this central role, the mul-
tifaceted goals, and the frequently changing performance
criteria in changing environments, performance assess-
ments are surrounded by many conflicts (Takacs, 2001).

Despite the fact that PM has been subject to many cri-
ticisms in the past, it seems that historical and economic
context has played a role in the evolution of PM practices
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and research over the decades. The organizational and ma-
nagerial needs served as driving forces in developing new
research lines in the field (DeNisi — Pritchard, 2006).

In their literature review in Journal of Applied Psy-
chology DeNisi and Murphy (2017) defined nine subst-
antive subareas that dominate performance management
and appraisal research: (1) rating scales, (2) evaluating the
quality of rating data, (3) training (4) reactions to apprai-
sal, (5) purpose for appraisal, (6) rating sources, (7) demo-
graphic effects, (8) cognitive processes (9) PM research.
The authors emphasize that the rating scales and evalu-
ating the quality of rating data research — that is asses-
sing the reliability, validity, or accuracy of performance
ratings —, underlined the problems with more traditional
criteria for evaluating the effectiveness of appraisal systems.
These research lines made a significant impact by moving
the attention from traditional error measures to accuracy
measures and eventually to measures that reflected ratee
perceptions of fairness and accuracy. After 50-year do-
minance of rating research the reactions to appraisal rese-
arch began in the 1970s by focusing on ratee satisfaction
and perceptions of fairness. This direction of research has
been especially important because ““it helped move the
field to consider other types of outcome measures that
could be used to evaluate appraisals systems” (DeNisi —
Murphy, 2017, p. 425.). The concept of justice perceptions
have become a significant part of later models of PM such
as the work of DeNisi and Smith (2014) and many resear-
chers suggest that justice perception remain as an impor-
tant research line in the future (DeNisi — Murphy, 2017).

As every research line aims to improve the effective-
ness of PM systems, studies suggest that there are four
criteria of effectiveness, in which each research line can
be classified: utilization, qualitative, quantitative and out-
come criterion. The utilization criterion refers to purpose
achievement, which addresses the question why appraisals
are conducted. The qualitative criterion refers to the justi-
ce perceptions of a performance appraisal system related
to a set of rules and practices. The quantitative criterion
refers to psychometric soundness of rating formats, focu-
sing on enhancing appraisal accuracy and minimiz-ing
rating errors and biases. The outcome criterion refers to
appraisee reactions, in terms of both person— and organi-
zation—referenced outcomes reflects on appraisees’ attitu-
dinal evaluations of and responses to the system.

Utilization, qualitative and quantitative criteria are
considered incomplete unless these are linked to the out-
come criterion. Regarding the qualitative criterion without
assessing “fair process effect” (Folger et al., 1979 in Ik-
ramullah et al., 2016) justice cannot be done. The litera-
ture highlighted that fairness perceptions are one of the
employees’ reactions to PM system and are related to the
success or failure of the system (Smither, 1988; Taylor et
al., 1995; Murphy — Cleveland, 1991; Erdogan et al., 2001
in Ikramullah et al., 2016). Individuals’ attitudes and be-
haviors can be determined by their perceptions of reality,
not reality per se (Lewin, 1936 in Ikramullah et al., 2016).
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Comprehensive framework for effectiveness of
performance appraisal system

The literature has pointed out a wide array of defici-
encies related to many existing PM systems such as fail-
ure to pursue and achieve PM purposes; lack of reliable,
valid and objective performance measures; appraisers’
dependency on human information processing and rating
judgments; inability to meet expectations of the key stake-
holders; weak interpersonal relationships between apprais-
ers and appraisees, which in turn, increase interpersonal
conflicts and dwindle trust and communication between
them (Ikramullah et al., 2016).

The effectiveness of PM system should be assessed and
judged not on the basis of a single standard, but multi-
ple criteria that include values and preferences of all major
stakeholders of the system, i.e., appraiser, appraisees and the
organization (HR department and the top management). To
provide a guideline for professionals to consider the effec-
tiveness of performance appraisal system Ikramullah et al.
(2016) propose a comprehensive framework for effectiveness
of performance appraisal system, which is based on the com-
peting values framework of Quinn and Rohrbaugh (1983)
(Quinn — Rohrbaugh, 1983 in Ikramullah et al., 2016).

The competing values framework represents the com-
petition between stability and change, and between internal
organization and the external environment. Based on these
two competing dimensions the comprehensive framework
for effectiveness of performance appraisal sys-tem inclu-
des four quadrants: internal process model, rational goal
model, human relations model and open system model
(Denison — Spreitzer, 1991 in Ikramullah et al., 2016).

Internal process model (control and internal focus)
highlights control, stability, information management, com-
munication and continuity. Its main assumption is related
to the process (e.g. clarity of responsibilities, measure-
ment, documentation and record keeping) governed by
clear rules and strictly followed by its users. It includes
assigning qualified appraisers; giving regular feedbacks;
appraising performance and recording in on a psychomet-
rically sound rating format; giving access to information
and weight to voice of appraisees.

Rational goal model (control and external focus) inclu-
des planning, goal setting and efficiency. This model
constitute a link between clear and certain organizational
goals, and performance improvement. To enhance effecti-
veness, companies set goals, develop plans and then take
actions to accomplish these goals.

Human relations model (flexibility and internal focus)
highlights employee development, and morale and group
cohesion. The appraisers are encouraged to seek appraise-
es’ participation while making appraisal-related decisions.
Appraisers need to coach their subordinates and emphasize
employee development through training and development
programs not only for improving on their current perfor-
mance but also to meet future workforce needs.

Open system model (flexibility and external focus)
underlines flexibility, readiness, out—spacing competi-
tion, growth and acquiring resources. It focus on creative
problem solving, innovation, adaptability and manage-

ment of change by defining flexible performance targets
and role—definition purposes. Due to the development of
technology, globalization and workforce diversity there
are many variations occur in work setting and organiza-
tional structures and employees have to develop new skills
and perform different tasks.

Each key stakeholder has different values and prefe-
rences, however the PM system should be effective in all
four areas. These models can be good representations of
the four criteria of effectiveness of PM systems (Ikramul-
lah et al., 2016) (Figure I).

Figure 1 Competing value framework for an effective
performance appraisal system
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Control

Source: lkramullah et al. (2016): Effectiveness of
performance appraisal; Personnel Review, 45, 2, p. 341.

Perceived justice in performance management

Based on the review, perceived justice research has
significant roots in the field and fairness perception as one
of the employees’ reactions to PM system has been identi-
fied as an important criterion in judging the effectiveness
and usefulness of performance appraisal. Since not the
validity and reliability of the measurement tools but the
individual justice perceptions of these tools and practices
affect employees’ attitudes and behavior in the workplace.

Little attention has been paid to the employee per-
spective, although employees eventually are the recipients
of and their performances are subjects to the PM systems
(Farndale et al., 2011).

The impact of HR practices on employees’ commitment
and performance depends on employees’ perception and eval-
uation of these practices. The perception and attitudes may
mediate and moderate the relationship between HRM practi-
ces and these employee performance-related behaviors.

Different employees are often assumed to perceive the
employment practices offered by the organization similar-
ly, however variation may exist in employees’ perceptions
of HRM practices or benefits offered by the organization
even when in objective terms what is offered to different
employees is similar. (Hartog et al., 2004; Boon et al., 2011)

The contemporary theories about justice mainly concen-
trate on how individuals perceive justice, how they consider
and investigate the subjective and phenomenological appraise,
a given stimulus or situation. Within this approach something
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is considered to be “fair” not because it should be (normati-
ve), but because some people perceive it to be so (descriptive)
(Cropanzano — Bowen — Gilliland, 2007; Greenberg — Bies,
1992). The research of perceived fairness of performance
appraisal systems in the 1970's and 80's has identified the
fairness of the evaluation with the fairness of distribution.
From the 80’s however the researchers’ attention was more
and more shifted towards the fairness of the procedures,
then later the fairness of interpersonal treatment received
during the execution of the procedure (Bies — Moag, 1986).

Conlon, Meyer and Nowakowski (2005) distinguished
four dimensions of justice: distributive justice, procedural
justice, informational justice and interpersonal justice.

Distributive justice refers to the perceived fairness of
outcome distribution. The distributional justice refers to
the outcome of the distribution based on the norm, which
the participants have agreed upon previously. Distributive
injustice can arise in such situations when the actual al-
location is not in line with these normative expectations.
According to the justice literature there are three types of
distributional norms: equity, equality and need. The equity
theory (Adams, 1965 in Erdogan, 2002) argues that each
person compares their input-output ratios with those of
others in order to determine the level of fairness. When
employees perceive inequity, they try to rebalance it by
modifying their efforts or outcomes or by changing their
perceptions of inputs or outputs. In PM, employees com-
pare their efforts with the rating they get and the fairness
of the rating creates distributive justice perceptions (Erdo-
gan, 2002). The equality principle traditionally means that
equal amounts go to each recipients regardless of any other
factors such as their inputs (Cook — Hegtvedt, 1983). Al-
though equality meant to be less widely accepted by indi-
viduals, this principle is most commonly used in everyday
life, since heuristics can be applied more easily than rules
in complex decision-making situations (Gerakné, 2008a).
Principle of need argues that those individuals in grea-test
needs should be provided more resources to meet those
needs. This distribution principle is limited in organiza-
tions because the needs are not related to performance,
but they indicate some kind of special treatment, which is
often difficult to justify (Mez6 — Kovacs, 1999 in Gerak-
né, 2008a).

According to intercultural studies, individualist cultu-
res tend to apply equity principles, while collectivist cul-
tures are based on the principle of equality theory mostly
(Ramamorthy — Flood, 2002 in Gerakné, 2008a). Accord-
ing to Deutsch (1982), the application of the principles is
rather influenced by the nature of the relationship between
the parties: if the relationship is for profit, equity plays a
role, if the relationship is for joy, equality is more domi-
nant and if the relationship is for development and prosper-
ity, then the principle of need comes to the fore (Berkics,
2008). The choice of principle at the organizational level
is influenced by the nature of work, and the organization-
al and national culture. At the same time, the preferred
distribution principle may be influenced by egocentric
bias, profit maximization, and fundamental attribution er-
ror at the individual level.
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Procedural justice refers to the structural aspects of
the decision-making process by which performance is
evaluated. The importance of procedural justice is based
on the control theory of Thibaut and Walker (1975) and the
group-value model of Lind and Tyler (1988). According to
control theory individuals have a desire to control what
happens to them, while the group-value model argues that
individuals have a desire to be valuable members of their
groups and a fair procedure indicates that they are valued
(Erdogan, 2002).

Bies and Moag (1986) defined interactional justice as
the fairness of interpersonal treatment received during the
execution of a procedure and underlines the importance of
truthfulness, respect, and justification as fairness criteria
of interpersonal communications. According to the justice
literature the interactional justice consists of two compo-
nents: informational justice and interpersonal justice. In-
formational justice refers to the quantity and quality of the
information provided during the process. Informational
justice contains the overlapping areas of interactional and
procedural justice types. As Erdogan (2002) also claims
that procedural justice can be conceptualized as two relat-
ed, but still distinct construct reflecting system procedural
justice and rater procedural justice (Walsh, 2003). Inter-
personal justice refers to the social aspects of distributive
justice, it describes how respectfully we deal with each oth-
er (Conlon — Meyer — Nowakowski, 2005). Interpersonal
justice can include the form of any social rewards provided
by the supervisor or injustice such as an insult which is de-
fined as a social interaction and an outcome (Mikula — Pet-
rik — Tanzer, 1990 in Walsh, 2003). A manager’s respectful
behavior can be considered as a socio-emotional award.

The perceived justice is influenced by all the elements
of the four justice dimensions, and they often interact with
each other. Since the employees usually have limited in-
formation about the outcome of the distribution of others,
they can not make a proper social comparison about their
input/output rate. The significance of procedural justice is
based on the assumption that employees have easier ac-
cess to procedural elements than output information, so
each individual can make justice judgments based on their
impressions on the process and they try to integrate their
knowledge about the output into that.

Greenberg (1986) was the first one, who applied the
theory of organizational justice in performance manage-
ment, and later Greenberg (1993) established a four-cate-
gories of justice perceptions model: (a) systemic (struc-
tural-procedural), (b) informational (social-procedural),
¢) configural (structural - distributive), (d) interpersonal
(social-distributive) (Cropanzano — Bowen — Gilliland,
2007).

This model consists of two dimensions: distributive/
procedural and structural/social dimension. The distributi-
ve justice perceptions concern outcome allocations, while
procedural justice perceptions concern how allocation de-
cisions made. The structural components define the context
of decision making for processes and outcomes, while the
social components imply the quality of interactions during
the communication of processes and outcomes. In Table 1
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the concerns regarding the justice implication of PM system
are summarized based on Walsh (2003).

Table 1 Taxonomy of Justice Perceptions Applied to
Performance Appraisal

Distributive
Justice

Procedural
Justice

Systemic Configural
Concerns about procedures to

1) assign raters:

- there is a formal PA system;

- the job dimensions are highly relevant;

- raters have sufficient level of knowledge of the ratee's
job, of the ratee's level of performance and knowledge of
Structurally (the PA system.

Determined 5) se( criteria and gather information:

- procedures are free from bias, accurate, correctable,
representative of all concerns (voice) and based on
accepted ethical standards.

3) seek appeals:

- the ability to appeal performance ratings, express feelings;
correct ratings.

Concerns about the norms that lead to ratings and the
personal goals of the raters:

- rater is not perceived to be driven to conform to other
distribution norms such as equality, need, or social status
than it is set previously;

- the rater is considered to be attempting to avoid conflict
by inflating ratings; to play favorites; or to yield to political
pressures to distort raings.

Informational Interpersonal
(Concerns about the way raters communicate with their
ratees:
- the quality of the interactions of implementing and

ing the aspects of the system.
(e.g. interactions involve the setting of performance goals
land standards, routine feedback, and explanations and
justifications of the decisions)

Concerns about the treatment that ratees receive from their
raters:

- showing respect and sensitivity in supervision (c.g raters
show concern for individuals regarding the

outcomes they receive).

Socially

Source: edited based on Greenberg'’s (1993) Taxonomy
of Justice Perceptions Applied to Performance Appraisal
(Thurston, 2001 in Walsh, 2003)

Greenberg's (1993) conceptualization of the four ty-
pes of justice offers the opportunity to more compre-
hensively study and organize employees' perceptions of
fairness concerning performance appraisal systems. Later
Colquitt (2001) has also developed a questionnaire to as-
sess the perceived organizational justice among employe-
es. Greenberg’s description of the perceptions of fairness
and the questionnaire of Colquitt (2001) may provide prac-
titioners with valuable information to better manage the
complex system of PM (Colquitt, 2001).

There are many research dealing with perceived fair-
ness in connection with organizational commitment, helpful
citizenship behaviors, job satisfaction, attitude predicting
individual’s behavior, engagement, trust and turnover inten-
tions, however there is not still a common understanding how
these factors have an effect on one another. For example the
connection between trust and justice is two-sided. Trust inf-
luences what we consider as fair, but justice also affects whet-
her we can trust the other party or not (Sass, 2011). Farndale
etal. (2011, 2013) found that perceived justice leads to increa-
sed levels of employee commitment, moderated by employee
levels of trust in the employer (Farndale et al., 2011; Farnda-
le — Kelliher, 2013). Organizational units with high trust in
senior management have both higher levels of commitment,
and indicate a stronger link between employee perceptions
of fair treatment by their line managers during performance
appraisal, and organizational commitment (Farndale — Kel-
liher, 2013). Findings also show the link between employee
experiences of high commitment performance management
practices and their level of commitment. This link is strong-
ly mediated by related perceptions of organizational justice.
Furthermore, the level of employee trust in the organization
is also a significant moderator (Farndale et al., 2011). Other
studies show employees’ perceived fairness has an effect on
attitude, which can predict individual’s behavior. ,,Good”

organizational outcomes include performance, complian-
ce, acceptance of decisions, and cooperation, while “Bad”
organizational outcomes comprise of silence, absenteeism,
and fluctuation (Conlon — Meyer — Nowakowski, 2005). Se-
veral studies deal with the relationship between perceived
organizational justice and work stress (Cropanzano et al.,
2005; Szilas, 2014). Based on the results of another study,
organizational justice can foster trust and commitment,
improve job performance, can induce more helpful citizen-
ship behaviors, improved job satisfaction, and diminished
conflict (Cropanzano et al., 2007). Justice perceptions in
performance appraisals influence organization—related (i.e.
commitment, turnover intentions), leader-related (i.e. proso-
cial behaviors targeting the supervisor, satisfaction with the
leader) and performance-related outcomes (i.e. task perfor-
mance, motivation to improve), through improved exchanges
with the organization and the leader, and through increased
accountability pressure (Erdogan, 2002).

Evidence from the market

Bokor (2011) conducted a survey to examine the HR
function in Hungarian companies. The results showed that
although managers considered PM important, they were
strongly dissatisfied with it (Bokor, 2011). These results
are in line with the international trends. In an American
survey only 20% of managers found their PM effective,
while in an international survey this rate was 5% (Bar-
rier, 1998). According to another study 91% of HR pro-
fessionals indicated that their organization has a formal
PM (World at Work, 2010). However less than half argued
that the system has helped the firm to achieve its strategic
goals. Only 27% indicated their employees trust the sys-
tem and 47% stated that PM viewed as an “HR process”
instead of a business-critical process. Even though more
than half invest in manager and employer training to make
PM more effective, only 28% of the companies felt their
managers focus on having effective performance dialo-
gues, rather than just completing forms.

Recently many articles were published with provocative
headlines about the end of traditional PM. Big multinational
companies announced of getting rid of their traditional PM
systems and start to reinvent the way how they conduc-
ted their procedures (Buckingham — Goodall, 2015; Deloitte,
2015; Rock — Jones, 2015; Cappelli — Tavis, 2016; Ewenstein,
2016; People & Strategy, 2015; Kinley, 2016; Gorman, 2017).
It seems that we are witnessing a revolution of performance
management. Deloitte reported that only 12% of the U.S. com-
panies were not planning to rethink their PM systems in 2015.
PwC also reported that two-thirds of large companies in the
UK are in the process of changing their systems (Cappelli —
Tavis, 2016). In a subsequent U.S. study respondents conside-
red PM the most important HR system and agreed that the use
and the significance of PM will further increase in the future
(Hays — Kearney, 2001; Goodman — French — Battaglio, 2015).

Pioneer Employers

Pioneer companies, which redesigned their PM sys-
tems in the last 6 years to boost organizational performan-
ce can be divided into three groups: technology compani-
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es, professional service firms, and other early adopters in
other industries.

Technology companies (Adobe, Microsoft, IBM, Dell,
Juniper Systems, Medtronic)

In 2009 Juniper Systems found the classic PM system to
be a barrier to its goal of disruptive innovation and it launched
a redesigned PM process. Since then however some PM com-
ponents have changed and evolved based on the feedback of
their colleagues and managers. In 2011 Adobe also ended its
annual performance reviews and has gone totally numberless
but still gives merit increases based on informal assessments.
In the same year Medtronic, a developer and manufacturer of
medical device technology and therapies, rethought its PM
system in order to move away from competitive assessment
toward providing real-time performance feedback, coaching
and development sessions for its employees. In 2015 IBM,
Microsoft and Dell also joined as early followers (Cappelli —
Tavis, 2016; Zillman, 2016; Ewenstein, 2016).

Professional service firms (Deloitte, KPMG, PwC, Ac-
centure, Kelly Services)

Kelly Services, which provides workforce solutions
and offers a comprehensive array of outsourcing and con-
sulting services, was the first big professional services
firm to drop its old PM system in 2011 (Cappelli — Tavis,
2016). After pilot testing in 2013 PwC also discontinu-
ed annual review for all its employees, and then Deloitte,
KPMG, and Accenture followed suit in 2015 (Bucking-
ham — Goodall, 2015). Given not just the sheer size of
these compa-nies, but the fact that they offer management
consultancy to many organizations in a broad range of
industry sectors, acting as pioneers the choices of these
companies are having a huge impact on others. Further-
more, they can also offer HR solutions to their clients la-
ter on based on the experiences of their transformation of
their PM systems.

Early adopters in other industries (GE, Sears, GAP,
Oppenheimer Funds, Eli Lilly, Mitre, Lear)

In order to foster performance at team level and track
collaboration Sears and GAP, which is on the top 100 list
of largest U.S. retail chains, became also early innovators
in their sector (Deloitte, 2017). Customer service now re-
quires frontline and back-office employees to work toget-
her to keep shelves stocked and manage customer flow
(Cappelli — Tavis, 2016). Even General Electric, which is
a longtime role model for traditional PM, backed away
from forced ranking because it fostered internal competi-
tion and undermined collaboration and reinvented its PM
in 2015 (Ewenstein, 2016). It was also reported that Op-
penheimer Funds, Lear, Eli Lilly and Mitre have changed
their systems (Cappelli — Tavis, 2016; People & Strategy,
2016).

Discussion

In the followings I will summarize the main driving
forces and the general patterns of the changes in PM
systems introduced between 2012 and 2017 by the sam-
pled multinational companies. Then I will differentiate
“competitive” and the “cooperative” approaches of PM
systems.
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What are the main driving forces?

In this study I apply a strategic contingency perspecti-
ve that assumes that the alignment between HRM practi-
ces and the firm's strategy is associated with the firm's pro-
fitability; and the applied HRM practices as a leadership
support function meet specific contingency factors and are
appropriately configured.

I discuss those variables such as the internal and exter-
nal environment and the organizational structure that have
impact on organizational performance and organizational
behaviour.

External situation

There is a rapidly changing, uncertain market environ-
ment especially in sales and in labor market. The business
need is to prototype more quickly and responding in real time
to customer feedback and changes in requirements (Ewen-
stein, 2016).

Competitive intensity continues to increase in the glo-
bal market economy. Multinational companies globalize
and access new talent at lower costs. Even market leaders
can lose their position more easily (Deloitte, 2011). Labor
market is booming and employee retention has become
critical again (Cappelli — Tavis, 2016). The former, more
transactional view of performance turned out to be diffi-
cult to support in an era of low inflation and tiny merit-pay
budgets. If the inflation rates shoot up or the bonuses are
not treated as regular income and singled out for favorable
tax treatment, merit based pay comes into focus in appra-
isal process. In these cases, annual salary increases and
bonus payment really can matter and the pressure is on
to award more objectively. As a result, accountability can
become a higher priority of development for organizations
(Cappelli — Tavis, 2016).

When human capital is plentiful, the focus can be on
which employee to dismiss, which to retain, and which to
reward - and for those purposes, traditional models with the
focuses on individual accountability fit well. But when ta-
lented employees are in shorter supply, as it is nowadays,
developing and coaching people became a greater concern
- and each company has to find new ways of meeting that
need in order to improve their talent management and peo-
ple development efforts (Cappelli — Tavis, 2016; Deloitte,
2015).

Emerging technologies - social media, mobile, analytics
and cloud - are changing the way people work and interact
with each other. Managers who used to engage with emp-
loyees while communicating face to face are being re-
placed by remote teams that communicate via e—mail, chat,
or Skype. Nowadays new collaboration tools combined
with deep analytics enable companies to collect and shift
through massive amounts of disparate information to unco-
ver who is doing what and how well they are doing it (Bogar
King et al., 2013).

In the knowledge era economy, the special knowled-
ge generating resources required to foster innovation are
no longer concentrated geographically and possessed by a
single corporation, but rather distributed around the globe
through collectives known as value networks.
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Internal situation

In knowledge-intensive businesses human assets are the
most important resource and the management of these as-
sets, thus HRM becomes crucial.

Organizations that need to become adept at change for
managing the complexity of today’s businesses pursue to
create an open, innovative and collaborative culture with
participative management styles. In matrixed or team based
organizational structures and flexible working environment
(Bogar King et al., 2013) it is up to each individual to take
charge of his/her own growth and pursue a career that is
right for him/her (People & Strategy, 2016). These organiza-
tions encourage people to seek out their roles and managers
to support employees as they follow their interests. When
self-motivated employees and managers actively engage in
performance development behaviors, it has significant po-
sitive impact on the outcomes that are important to them
individually and to the company collectively as an evolving
organization (People & Strategy, 2016). Generation Y and
Z employees represent an increasing constituency of digital
natives (Meretei, 2017). Social, gaming and mobile techno-
logies from the consumer digital world have risen their level
of expectations for work tools that allow for real-time, far-
flung collaboration and contextual feedback. Leading com-
panies which tend to attain the new generations of talent are
adapting old-school processes and tools to more effectively
compete with their competitors (Bogar King et al., 2013).
Technology makes transparent goal setting and agile PM
easier (Deloitte, 2015), while many companies are able to
collect more performance data (e.g. customer feedback, peer
reviews, social media comments, operational data) through
systems that automate real-time analyses (Ewenstein, 2016).

Organizational structure

Nowadays the nature of work is shifting. Employees can
work together from anywhere whether they are off-site, at
home or in the field. They are mobile and no longer need to
bind together by place. Due to the information technology
developments, companies can make it easy for collaboration
to happen anywhere and anytime to increase greater work-
place flexibility which leads to improved performance and
productivity. Teams are frequently formed, dissolved, and
reformed time-to-time, based on the ever-changing business
needs (Bogar King et al., 2013).

In many organizations the organizational structures beca-
me flatter, which promotes employee involvement through de-
centralized decision-making process, and as a result, employee
empowerment and participation are increased. Collaborative
network structures within and between firms, matrix, team-
and project-organization structures are most suitable for or-
ganizations operating in a fast changing and dynamic envi-
ronment (Bogar King et al., 2013; Rock — Jones, 2015).

Managers need to make it clear to the employees what
kind of behaviors and per—formance is expected by creating
tight alignment between the work of the individual and the
organization’s objectives, that also promotes greater context,
commitment, and job satisfaction. There is a shortened time-
orientation in business cycles, projects are short-term and
tend to change along the way. Jobs became more complex

and require more skills, so it is difficult to set annual goals
that is still meaningful a year later (Cappelli — Tavis, 2016).

Based on the “Theory Y” approach of McGregor it is dis-
cussed that subordinates should help set their performance
goals and assess themselves by receiving feedbacks from
the boss (McGregor, 1957). This process would build on the
strengths and potential of the employees. However, the draw-
back of this approach is that doing the process right takes su-
pervisors several days per employee each year (Rock — Jones,
2015). In case of flattened hierarchy structures the number of
direct-reports which supervisors had to manage are higher.
The employee-supervisor relationship and communication is
informal, direct and participative. Hierarchy is established
for convenience, superiors are always accessible and rely on
individuals and teams for their expertise. Decision-making
and information is shared between the different levels of lead-
ership, which increase employee empowerment, participa-
tion, and efficiency (Cappelli — Tavis, 2016).

Introduction to the “competitive” and to the
“cooperative” approaches

I identified nine features to describe and demonstrate
the difference between the so called “traditional approach”
and the “emerging trends” of PM systems: time-orientation,
goal, focus, direction, objective settings and evaluation,
measurement, development, manager’s role, and rewarding
performance. I name the so called traditional approach as
competitive approach and the emerging trend as cooperative
approach of PM systems since these represent more the main
characteristics of both approaches.

Competitive approach

In this model, business objectives and strategies are cascad-
ed down the organizations, since business goals are easy to arti-
culate and held constant over the course of a year. The competi-
tive models have a clear-cut way of tying rewards to individual
contributions and have heavy emphasis on financial rewards and
punishments and their end-of-year structure. They hold people
accountable for past behavior at the expense of improving cur-
rent performance and grooming talent for the future, both of
which is critical for an organization’s long-term survival in a
fast—changing environment (Cappelli — Tavis, 2016).

When human capital is plentiful, the focus can be on
which employee to dismiss, which to retain, and which to re-
ward - and for those purposes, traditional appraisals with the
emphases on individual accountability fit well. It is based
on the assumption that some employees are fundamentally
more talented than others, since there are fixed personality
traits which make certain people better in the job. This is
a weakness-based approach, in which the goal of the PM
system is to identify and dismiss poor performers and retain
and reward those good performers by applying external re-
wards. Managers prefer hiring rather than internal develop-
ment to foster competition (Buckingham — Goodall, 2015).

The manager is in the role of the evaluator by following a
formalized process and routine: filling out objective setting
forms, tracking a process, conducting a formal annual review
and assessment (Bogar King et al., 2013). The PM process is
strongly determined by a numerical, year-end forced rating sys-
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tem and consensus meeting to compare people with one another
(Buckingham — Goodall, 2015; Cappelli — Tavis, 2016).

Cooperative approach

In this approach PM closely follows the natural cycle of work.
Conversations occur when projects end, milestones are reached,
challenges pop up, and that allows people to solve problems in
current performance while also developing skills for the future.
This requires regular, practically continuous evaluation, infor-
mal check-ins, and real-time feedback (Buckingham — Goodall,
2015). These systems by moving away from forced ranking and
from appraisal focus on individual accountability makes it easier
to foster teamwork (Cappelli — Tavis, 2016).

In this outcome-focused approach employers would rather
fuel current and future performance and groom talent for the
future via instant feedbacks and time-to-time evaluations than
conduct time—consuming annual performance reviews to hold
people accountable for past behaviour (Cappelli — Tavis, 2016).

As Generation Y expand to dominate the workforce pi-
oneer organizations are searching for social tools and app-
lications to access in-the-moment feedback from peers,
customers, and other stakeholders to promptly increase per-
formance (Bogar King et al., 2013).

Managers take the lead in setting near—term goals and
support their team—members as coaches (People & Strategy,
2016; Barry et al., 2014). The assumption is that managers can
change the way employees perform through effective coaching
and intrinsic rewards such as personal growth and a sense of
progress on the job by building on their strengths. The aim
is to retain current employees by investing in them through
development- and talent programs, rather than hiring human
resources from outside the company (Cappelli — Tavis, 2016).

Employee goals may be pegged to specific projects. As
projects unfold and tasks change it is difficult to coordinate
individual priorities with the goals for the whole company,
especially when the business objectives are short-term and
must rapidly adapt to market shift.

Companies would rather apply qualitative judgments than
numerical ratings. However, many companies (e.g. Deloitte
and PwC) are struggling to go entirely without ratings and
they are trying a so called “third way”: assigning multiply
ratings several times a year. Nevertheless, annual final score
serves as a starting point for compensation decisions, not the
ending point (Buckingham — Goodall, 2015; Cappelli — Tavis,
2016). With or without ratings, many companies decided to
follow shorter evaluation cycles, decentralize goal settings,
and determine quantitative and qualitative measurement of
contribution, impact, and value (People & Strategy, 2016).

However, those companies changing their systems are still
trying to figure out how their new practices will affect the pay-
for-performance model, which none of them have explicitly
abandoned, they still differentiate rewards and set pay increas-
es accordingly. Employees may receive bonuses after pro-
ject ends or small weekly bonuses when they are doing good
things. Even the evaluation is usually relying on managers’
qualitative judgements rather than numerical ratings.

The cooperative approach emphasizes principles such as col-
laboration, self-organization, self-direction, and regular reflec-
tion on how to work more effectively, with the aim of responding
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in real time to customer feedback and changes in requirements.
At the same time this approach requires a cultural shift by mo-
ving to an informal system where self-motivated employees and
managers actively engage in performance development behavi-
ors: direct managers take an active role in coaching and employ-
ees take charge of their own growth and drive career conversa-

tions throughout the year (Barry et al., 2014) (Table 2).

Table 2 Comparison of the “competitive” and the
“cooperative” approach

Time— Accountability for | Fuelling present
orientation past and future
performance performance
Goal Identifying and di- | Coaching and
smissing poor per- | mentoring (internal
formers, retaining | rewards)
& rewarding good
performers (exter-
nal rewards)
Focus Process—focused Outcome—focused
Direction Top—down Bottom—up
Objective Annual cycle, Real business cycle,
settings & cascading regular evaluation,
evaluation objectives once— frequent, informal
a—year reviews check—ins,
real-time feedback
Measurement | Numerical, year— Qualitative judg-
end ratings, forced | ments rather than
distribution and numerical ratings
consensus meeting
Development | Weakness—based Strength—based
Hiring rather than | Retaining, develop,
internal rather than hiring
development Fostering
Fostering competition
cooperation
Manager’s Evaluator Coach
role
Rewarding Clear—cut way of Annual final score
performance | tying rewards to as a starting point
individual contri- for compensation
bution decisions, small
bonuses after pro-
ject ends

Regarding the practical applications Ikramullah et al.

(2016) offers a comprehensive framework for professionals
to assess how the stakeholders value the performance ap-
praisal system in each quadrant. What do they value more
and put in the first place regarding to the two axis of the
competing values framework of effectiveness of a perfor-
mance appraisal system: internal vs. external and flexibility
vs. control focus. Based on the contingency theory the de-
sign of an organization and its subsystems must have a pro-
per fit with the environment and its subsystems should be
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also consistent. Management can achieve this proper fit
by satisfying and balancing internal needs and adapting to
environmental circumstances. However, it can happen that
the management fails to make a proper diagnoses and im-
plement a new system accordingly. If there is a mismatch
between espoused theory and theory-in-use in the organi-
zation this can be potentially problematic if the company
enforces its espoused theory by implementing a new PM
system but the theory-in-use would indicate other models
of performance appraisal system (Argyris — Schon, 1978).

At Intel in a two-year pilot, employees got feedback but no
formal appraisal scores. Though supervisors could manage to
differentiate performance and distribute performance-based
pay, the top management returned to use ratings again in or-
der to foster competition and clear outcomes (Cappelli — Tavis,
2016).

Based on contingence theory the elements of the in-
ternal environment, the so-called capabilities such as core
processes and information technology, origin of the com-
pany, scope of activity, organizational size are given in the
short-term and they can be changed only in long-term. Ne-
vertheless, it could happen that one or more capabilities
of the organization have to be changed in a short period
of time which can have an effect on the competing values.
In this case the implementation of a new PM system can
foster the necessary change, however because of the big
difference between the espoused theory and the theory-
in-use of the organization, there is a jeopardy that after
its implementation the system fails and the management
returns to the old-system. The largest medical technology
company, Medtronic, which gave up ratings several years
ago, is reviving them after acquiring Ireland-based Covi-
dien, which has different values and views of performance
management (Cappelli — Tavis, 2016)

Others instead of reverting to the previous system try
to seek middle ground. At PwC managers do not give a
single rating annually, but employees get scores on five
competencies along with other development feedback.
The opposition to going completely numberless came
from employees, especially those on a partner track, who
want to know how they are improving (Eckersley, 2016).
At New York Life, after the company ceased ratings, the
merit-pay increases started to be interpreted as perfor-
mance scores, which became known as “shadow ratings”
and stared to have an effect on the talent management
process. This lead the company to go back to its formal
appraisal while keeping other changes such as quarterly
conversations (Cappelli — Tavis, 2016). These show that
the management not only have to make a proper diagnosis
and implement a PM system accordingly, but it also has
to review the fit with the environment and its subsystems
time-to-time. By developing a tool the organization can
explore those areas which need improvements.

All of the competing values may be present simultane-
ously in an effective performance appraisal system, but
much more likely, there is a trade-off among these values.
Some organizations may be effective when they are chang-
ing, adaptable and organic. In this case the cooperative type
of PM system can support the organization better. If this

adaptation and changing capability comes from the har-
mony in the internal characteristics of the organization the
cooperative system may fit better to the human relations
model. If the changing capability of the organization is
rather derived from the interaction or the competition with
other organizations in the market, the characteristic of the
cooperative PM system can be compared more to the ele-
ments of open system model.

However some companies may be effective if they are
stable, predictable and mechanistic. In line with this a com-
petitive type of PM system can reinforce these capabilities
of the organization better. If these characteristics are de-
rived from capabilities comes from possessing harmony
in the process internally, the competitive PM system may
be more similar to the internal process model. If the orga-
nizations should rather focus on the external environment
the competitive PM system may share more common traits
with the rational goal model. The competitive system tends
to focus more on the areas of the planning, goal-setting and
the internal process-related factors, while the cooperative
models shift the emphasis toward flexibility, adaptation, train-
ing, development and participation.

How can PM system be improved?

The effectiveness of PM system does not depend on whether
it is similar either to the cooperative or the competitive model,
but how the PM system is in line with the four criteria of the ef-
fectiveness and how the key stakeholders react to it and perceive
its fairness in practice. According to Ikramullah et al. (2016) the
utilization, qualitative and quantitative criterion is incomplete
unless they are linked to the outcome criterion, that is the PM
system can be considered effective when its key stakeholders top,
middle and line management and employees consider it useful.
The literature highlights that fairness perceptions are also one
of the employees’ reactions to PM system, and are related to the
success and failure of system. In fact, when we are focusing on
the qualitative criterion we foster the effectiveness of PM sys-
tem regarding not just the outcome criterion but the utilization
and quantitative criterion as well.

First, it is important that the development of a new system
should start with a clear division of responsibilities between
HR and the management. HR has responsibility for providing a
framework with its expertise and enabling all the participants to
build, use and review the system time to time. Participation and
involvement of users in the design of the measurement tools and
the components of the PM system is necessary (Guest — Bos—
Nehles, 2013; Longenecker — Fink, 2017; Gorman at al., 2017).

Secondly, HR should provide efficient support for top
management to make a proper diagnosis and make de-
cisions on the key elements (main purpose and features) of
the new PM system according to the comprehensive frame-
work for effectiveness of PM system in order to ensure that
PM is designed in line with the organizational situation
and business model. However after the system was set up
continuous follow-up, monitoring and revision accordingly
are also important (Longenecker — Fink, 2017).

Thirdly, one of its main success factors of effective PM
system is its implementation. There is a difference between
the presence of HR practice, that shows that the practice
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was once introduced and its quality, that reflects how it
was implemented. Barney (2001) recognizes that ‘the abi-
lity to implement strategies is, by itself, a resource that can
be a source of competitive advantage” (Barney, 2001; p. 54
in Guest — Bos—Nehles, 2013). Becker and Huselid (2006)
also argue that the effective HR strategy implementation
as a key mediating variable between the HR architecture
and firm performance (Guest — Bos—Nehles, 2013).

In fair implementation of PM practices the mediating
role of line managers and HR support is important. In the
followings I formulate some specific suggestions by which
the effectiveness of PM presumable may be improved.

On the one hand, line managers may have a strong
effect on employee perceptions, attitudes and behavior
(Hartog et al., 2004; Guest — Bos—Nehles, 2013). The qua-
lity of implementation may vary because of time pressures
and competing priorities or lack of knowledge, capability
or even lack of belief in the likelihood that devoting time
and energy to quality implementation will result in any
pay-offs. However, in the right circumstances line mana-
gers will accept their HR responsibilities and implement
HR practices effectively (Guest — Bos—Nehles, 2013). Line
managers may need to be involved in the implementation
and well trained to enable them to support their team as a
coach, to share information, to set challenging yet attain-
able objectives, to track performance and give feedback
frequently and to make a proper evaluation and create a
climate in which people feel that they are treated fairly and
high performance is stressed (Longenecker — Fink, 2017).

On the other hand HR role is to help in ensuring that
what is implemented and experienced is aligned to what
was intended by the top management (Farndale — Kelliher,
2013). It is especially important in headquarter-subsidiaries
relations where other factors such as national cultures and
legal context can play a part. In practice HR may help the
management in creating an effective bottom-up and top-
down communication flow to ensure that all the information
was conveyed about the main purposes, the process and sy-
stem, the consequences and the assessment tools to the par-
ticipants (Gerakné, 2008b). HR also may provide trainings
for employees for adopting an assertive behavior to express
their opinions and emotions and to cultivate a supportive
organizational culture where employees can raise their voic-
es, tell their opinions about the evaluation, and that is taken
into account (Gerakné, 2008b; Guest — Bos—Nehles, 2013).
When employees perceive that the intended goals of HR
practices are cost-driven, control-focused and unlikely to
enhance employee well-being, they have lower levels of sa-
tisfaction and commitment. Lack of clarity and consistency
is also more likely to cause varying attributions and respons-
es among employees (Guest — Bos—Nehles, 2013).

HR is responsible for connecting the PM with other HR
systems and processes and the results of the performance ap-
praisal system serve not just valuable input in the decision ma-
king of compensation and benefits, succession planning, talent
management, training and development (Gerakné, 2008b), but
these links are also transparent for the employees.
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Further research directions

PM are complicated activities involving a number of
complex individual, procedural and organizational factors.
In order to strengthen the credibility of PM practices it is
necessary to find the missing link between individual-le-
vel performance and firm-level performance and to study
the phenomenon of “reversed causality”. It has always been
assumed that increasing individual-level performance would
lead to improvements in firm-level performance, but the
researchers have failed to show clear evidence to prove
the correlation (DeNisi — Murphy, 2017; Den Hartog et al.,
2004). Regarding reversed causality some experts argue that
the organizational success (e.g. profitability) could increase
the willingness of top management to invest in HR practices
rather than vica versa, and high organizational performance
can also affect employees’ commitment, trust, and motiva-
tion as much as the other way around (Den Hartog, 2004).

Like every HRM practices, PM systems can be seen
as “signals” of the organization’s intentions towards its
employees and are interpreted as fair or unfair by each
employees individually. This means that, employees do not
automatically perceive these practices similarly or react to
them in a similar manner (Den Hartog et al., 2004). There
should be more research focus on the employees’ reactions
to PM practices, since employees’ commitment and perfor-
mance depends on their perception and evaluation of these
practices, which is based on employee’s previous experien-
ce, their beliefs, comparison to others (Guest, 1999 in Den
Hartog et al., 2004) or their attributional styles (Harvey
— Martinko, 2010). In order to study the antecedents and
consequences of justice perception and different individu-
al reactions to PM system and fairness perceptions and to
bridge the gap between research and practice, more research
is required, especially which focus on in real organizatio-
nal settings by involving processes and outcomes with all
stakeholders by applying more qualitative methods.

We need to improve our understandings about what de-
termines effective HR implementation. Case studies in im-
plementation by taking the middle management’s view point
could support PM practices not just to be present, but of a qu-
ality to be potentially effective (Guest — Bos—Nehles, 2013).
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