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Perfonnance appraisals are a reality
in organizations of all sizes and
types. The process may take con-

siderable lime on the pan ol" supervisors
and may require subordinates to gather
reams of infomiation and prepare descrip-
tions of their own performance. Some take
the process very seriously, while others
simply see it as a burden. Supervisors must
be careful how they deliver the results, and
subordinates must be careful how they
respond. Relationships and trust may
beeome permanently strained due to mis-
understanding and miscommunication.

An effective syslcm of evaluating job
performance should accurately outline
employees' responsibilities and contribu-
tions lo an organization, motivate employ-
ees, and provide valid and important input
in personnel decisions. However, employ-
ees often find the evaluation system
ineffective, and frustrations with their
appraisals ean lead to discontent, apathy.
turnover, or. worse, lawsuits due to real
or perceived unfairness. Furthermore,
many may find that they are wa.sting time
on administrative matters, and become
cynical and unmotivated in the process if
they sense that the evaluations do not real-
ly matter.

The following stirvey asked accountants
working in government, industry, and pub-
lic accounting about their pcTveptions of per-
formance evaluations. Participants were
asked general questions, including how often
they receive ev;iluations. whetlier these eval-
uations are written or oral, and llie relative
importance of cert;iin factore in their eval-
uations. In addition, the survey asked how
important respondents believe performiuice
evaluations are for key compensation and
promotion decisions. TTie answers to the lat-
ter question may be surprising, especially

tor employeis and employees who may |)er-
ceive the evaluation process ditterentiy. It
may be time for organizations to reevalu-
ate whether their systems are meeting their
needs and if their efforts add as much
value as expected.

How Often Should Performance
Evaluations Occur?

Best practices suggest that employees
receive performance evaluations at least
once per ye;tr, but is that really enough?

Hie survey's lirsl question was how
many times per year re.spondents receive
performance evaluations. The answers
ranged from zero (typically from those in
organizations with three or fewer employ-
ees) to 13. The participants wen^ then asked
how many evaluations they would like to
receive per year. Interestingly, employees
who received three or fewer pertbrmance
evaluations annually wanted more.
Moreover, respondents generally indicated
they wanted one more than they had had.
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Tho.se receiving four or more per year, on
Ihe other hand, wanted fewer perfor-
mance evaluations, (hi lact, the one par-
ticipant who received 13 perfomiance eval-
uations annually preferred lo receive zero.)

Finally, the survey asked how satisfied
respondents were with the frequency of
Iheir ix;rfomiance evaluations. ConsistenI
with their stated preferences, those respon-
dents receiving three or four perfomiance
evaluations per year were .significantly
more satisfied with the frequency than
Ihose receiving more or iess. Despite Ihe
participants' clear preference for three or
four performance evaluations per year.
approximately 15% of the sample group
received two or tewer.

Tlie authors also asked how frequently
[icrlormance evaluations included written
and oral communication. Across all types
ol organizations, evaluations included writ-
ten communications only about half of
[he time, while oral communications t(X)k
place most of tlie time. The survey revealed
ihat participants' level of satisfaction with
the fomial ol" their performance evaluations
was higher when the frequency of written
communication was greater. It Is not clear
from the survey why this is so; however,
one po.ssibility is that written evaluations
provide a more comprehensive, unifonn
teetlback mechiinism.

What Skills Matter the Most?
One aspect of perfomiance evaluation is

providing employees with performance
feedback. Such feedback should reinforce
the link between employee perfomiance
and employer expectations. As such.
employers should consider which aspecis
o( perlbmiance employees perceive to be
the most important, to see if employees'
perceptions match with organizational
expectations. Exhibit ! shows the average
weights rcsptmdenls attached to a number
of different skill areas, arranged by sector.

In this survey, participants assigned a
rank of I to 8 to each skill area, with 8
being their perception of the most impor-
iaiu skill at their organization. The
authors named seven specific skills and
gave participants a chance to write in othei'
factors considered important in perfor-
mance evaluation at their orgtinizations.

As shown in Kxhibit I. technical com-
petence ranked highest in relative impor-
tance among the skills surveyed for all four

types of oi^anizations. Interestingly, pub-
lic accountants ranked technical compe-
tence significiintly lower than respondents
from the other thr^ sectors. It is possible
that technical competence is more consis-
tent across practitioners in public account-
ing than among those in other sectors. If
this is the case, othci" factors, such as inter-
personal skills and the ability to gain
business, likely begin to separate one
employee from iuuither in important per-
sonnel-related decisions.

Six participants ranked "other" as most
important. The other factors written in ;LS
important were "ability to the get the job
done," "achieving tesults," "adding vidue."
"cost reductions," "customer service/gocxi
tx^sults," and "integrity."

Consistent with many similar surveys,
interpersonal skills were a staing second
place for all types of organizations, fol-
lowed by oral communication skills. There
were no statistically significant differences
between any of the groups relative to these
communication-related skills.

The ability to gain new business was a
significantly different factor across differ-
ent types of orgaiii/,ations. Because accoLint-
ing is a support department in most types
of organizations outside of public account-
ing, bringing in new business may not be
part of the typical accountant's job.

Govemment employees perceived that
their employers attach iess importance to

performing their jobs within time budgets
than in other sectors; all other sectors
considered this factor relatively impor-
tant. One might expect time budget per-
fonnancc to be valued most in the public
accounting environment, yet the increas-
ingly competitive business environment
may have chiuiged things.

Does Performance Evaluation Matter?
The survey asked piirticipants to indicate

how important perlbmiance evaluation is
for the two following purptises: detemiin-
ing compensation levels and determining
promotion potential. Exhibit 2 summarizes
the responses to these questions,

The results are surprising because of
the rather lukewami nature of the respons-
es. While generally over half of the par-
ticipants in each type of organization indi-
cated that performance evaluation is
important for compensation and promo-
tion, a surprising number did not agree.
Around one third of the respondents did
not perceive performance evaluations to
be important for compensation or pro-
motion decisions, or they were unsure.
Among public accountants, around half
did not think performance evaluations
werc important for compensation or pro-
motion. Therefore, either their perfor-
mance evaluations do not matter in the
decisions that affect these respondents, or
they simply did not see the link.

EXHIBIT 1
Relative Weights Placed on Factors in Performance Evaluation

Skill Area

Technical competence

Interpersonal skills

Oral communication

Written communication

Performing within time budgets

Performing within monetary

budgets

Gaining new business

Other

Average Importance Rating

Govemment

7.45

6.15

6.45

4.95

3.90

3.50

2.50

1.13

Industry

7.28

5.65

4.74

3.93

5.06

4.44

3,13

2.96

Public

5.85

5.08

4.69

3.77

5.00

4.B5

4.08

2.63

Other

7.30

5.56

5.13

4.28

5.30

4.06

2.02

2.35

Overall

7.06

5.58

5.09

4.16

4.98

4.25

2.82

2.46

Note: Respondents rated each skill area on a scale from 1 (not important) to 8

(most important).
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One might expect that perceptions of the
impoitance of the pertomiance evaluation
process would differ depending upt)n pai-
ticip;uilN' position in the organization (i.e.,
iionsupervisory: lower and middle man-
agement: or upper miinagemeiit and own-
ership). Statistical tests did not, however,
show this factor tu be an important dis-
criminator in the responses. Ii' performance
evaluations are not the most important
input into compensation and promotion
decisions, then what is? It would appear
that other, less formal aspects of an orga-
nization's culture are seen as more impor-
tant. It is also likely that some of the indi-

vidual factors, such as the ability to gain
new business, weigh more heavily than
other factors at certain types of organiza-
tions (such as public accounting) when
a.ssessing suitability for promotion.

Summary and Implications
Across ali sectors, respondents were

the most satisfied witii a frequency of tiiree
to four evaluations per ye;ir. Respondents
were more satisfied with their pertomiance
evaluations when they included written
cominunication.

Accounting practitioners of all types
viewed technical competence as highly

EXHIBIT 2
Importance for Compensation/Promotion Potential

Sector
(totaf responses)

Govemment (11)

Industry (31)

Public (14)

Other (29)

Total (85)

How important is the perfonnance evaluation

determitiing:

Compensation Levels?

Unimportant/

Neutral

4

10

6

7

27

Important

7

21

8

22

58

system in

Promotion Potential?

Unimportant/
Neutral

4

9

8

10

31

Important

7

22

6

19

54
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important for performance evaluation pur-
poses, but communication skills were
important as well. Aldiough time budgets
are often most highly associated with audit-
ing, public accountants did not attach iiny
higher importance to them than did other
respondents. Pcriiaps the increasingly com-
petitive marketplace has made the ability
to perform one's job witiiin time budgets
iinportatit across the entire private sector.

Surprisingly, respondents did not
think performance evaluations were
important in determining compensation
and promotion decisions, especially in
public accounting. Undoubtedly, perfor-
mance evaluations rarely capture every-
thing relevant in assessing employees'
pertbrmance and their contributions to the
organization over a period of time. Often,
evaluations are forced into standard, pre-
determined formats that may omit
important aspects of perfonnance.

Aldiough one must be careful in inter-
preting the results, due to the small sam-
ple sizes, the organizations represented in
this survey invariably encountered one of
two situations. On the one hand, perhaps
performance evaluations really are key
inputs into compensation and promotion
decisions, but accountants simply do not
perceive them as such. In this case, man-
agement must more effectively communi-
cate the link between evaluations and key
decisions.

Altematively, respondents may be cor-
rect in their perceptions. This would sug-
gest that organizational values have shift-
ed since the perlbmiance evaluation sys-
tems were developed. If such a shift is
strategic, the organization should update
the evaluation system and criteria, it
could also indicate superiors are rewarding
behavior that the organization does not
value: however, there is no direct evidence
of this in the data. For example, a superi-
or could reward an employee with a raise
or promotion for unethical behavior that
helps the unit reach organizational goals
(e.g., questionable revenue recognition to
meet sales growth targets). In this case,
employee dissatisfaction with the perfor-
mance evaluation system could be a red
flag that warrants further investigation.

Considering the time that many super-
visors must spend completing their
assessments of subordinates" performance,
reviews should accomplish more. An ideal
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pertbrmance evaluation system would pro-
vide a key means of communicating
whether employees are successfully align-
ing their efforts with the organization's
goals. Evaluations should reflect employ-
ees' contributions and performance, and
motivate them to impnwe. Key judgments.
such as whether an employee should be
promoted, should flow from the evaluation.

When management assesses an organi-
zation's perlbmiance evaluation system, it
should consider the following questions:
How frec|uent are pertbrmance evaluations?
Ane etnployees siitisfled with this frequen-
cy.' How closely are pertbrmance evalua-
tions tied to important personnel deci-
sions, such as compensation and promo-
tion? If employees do not perceive much
impact on their paychecks as a result of
evaluations, then the system may not he
effective. Additionally, if the evaluation
does not tie in with organizational goals,
linking decisions to pertbrmance evalua-
tions will not properly motivate employees.

Although Ihere may be no way to cap-
ture everything important in any system of
performance evaluation, considering the
benefits of an effective system and the
costs of a bad system, creating a system
that encompasses the needs and expecta-
tions of most employees is worth trying.

Based on tlie authors' review of websites
iind prior irseiirch (see the Sidebar), the fol-
lowing list of que.stions rellecis factors that
.seem important for an effective system:
• Are expectations clearly set and com-
municated for all positions?
• Are data gathered systematically
throughout the evaluation period, rather
thiin all at once at the time of the forma!
evaluation?
• Are eiripioyees provided with perfbr-
mance feedback often enough (or too
often)?
• Are evaluators given clear instructions?
• Are evaluators familiar wilh the
nature and importance of iin individual's
job duties?
• Does the organization take reasonable
precautions to protect againsl evaluatoi"s*
bia.ses?
• Do employees view their evaluations
as fair?
• Do the evaluator and the employee
agree on a program for improvement?
• Are employees praised for a job well
tlone?

• Are compensation and promotion deci-
sions linked to perfonnance evaluations?
Do individuals understand these links?
• Is the organization measuring what was
intended?
• Where appropriate, are such factors as
initiative and teamwork recognized and
rewarded?
• Are important performance dimensions
communicated up front and consistent with
the evaluation?

Looking Deeper
Due to considerable research in account-

ing, psychology, and organizational behav-
ior, many sources provide information
regarding the various aspects of perfor-
mance evaluation. The following is a
brief discussion of a few thought-pn)vok-
ing examples that readers may want to
investigate further.

If employees do not perceive much

impact on their paychecks as a

result of evaluations, thenthe

system may not be effective.

The University of Texas provides a
website with a best-practices guide for its
supervisors (www.utexas.edu/hr/er/
perfeval/index.htmi). It encourages super-
visors to clearly set and communicate
expectations for every position, gather
data, and communicate on an ongoing
basis how well employees are meeting
expectations. It stresses that perfbrmance
evaluation is not a one-time event and that
supervisors should gather data about
employee performance systematically
throughout the year. The website con-
tains links to a sample pedbrmance record
and a coaching and counseling log. The
coaching tog calls for supervisors to record

the date that specific feedback information
is shared with an employee, the employ-
ee's comments, and agreement as to the
appropriate action items.

Bacal and Associates, a business and
management training and consulting
company, has a very useful website
(www.performanceappraisals.org/
appraisal-library/index.html) that refers
lo a number of books and articles
authored by Robert Bacal and hun-
dreds of other articles by unaffiliated
authors. The site has a link to introduc-
tory information from Toolpack
Consulting, which brietly discusses
problems with traditional perfonnance
appraisals and offers fee-based custom-
designed services, Toolpack Consulting
provides a brief discussion of current
practices aimed at more effective
appraisals, including peer review, self-
review, upward assessment (evaluating
one's manager), and "36()-degree
review." in which one receives feedback
from supervisors, subordinates, and
peers. The company suggests involving
the affected employees in the design of
any new system. Employees should
know what is expected and buy into
the system.

One caveat often noted by experts is that
ju.st hecause one approach works at one
organization, this does not mean it will
automatically work al another. A wealth of
information is available for organizations
to draw upon. The success of any initia-
tive may depend upon the effectiveness
of its delivery. Any system needs to fit an
organization's strategy and culture.
Perfonnance evaluation systems are impor-
tant for all kinds of organizations, but
they are never perfect. As in all business
processes, continuous improvement is
needed if pertbrmance evaluation is to be
of value. •
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