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fit the rest of the organization design and managerial philosophy. Clearly, high levels of
participation and openness are congruent with democratic organizations. It is question-
able whether authoritarian organizations would tolerate either one.

This chapter presented three types of performance man-
agement interventions: goal setting, performance apprai-
sal, and rewards systems. These three change programs
offer powerful methods for managing employee and
work group performance. They also help enhance
worker satisfaction and support work design, business
strategy, and employee involvement practices.

Principles contributing to the success of goal setting
include establishing challenging goals and clarifying mea-
surement. These are accomplished by setting difficult but
feasible goals, managing participation in the goal-setting
process, and being sure that the goals can be measured
and influenced by the employee or work group. The
most common form of goal setting—management by
objectives—depends on top-management support and
participative planning to be effective.

Performance appraisals represent an important link
between goal setting and reward systems. As part of an
organization’s feedback and control system, they provide
employees and work groups with information they can
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use to improve work outcomes. Appraisals are becoming
more participative and developmental. An increasing
number of people are involved in collecting performance
data, evaluating an employee’s performance, and deter-
mining how the appraisee can improve.

Reward systems interventions elicit, reinforce, and
maintain desired performance. They can be oriented to
individual jobs, work groups, or organizations and
affect both performance and employee well-being. In
addition to traditional job-based compensation sys-
tems, the major reward systems interventions in use
today are skill-based pay, pay for performance, gain
sharing, and promotions. Each of the plans has
strengths and weaknesses when measured against crite-
ria of performance contingency, equity, availability,
timeliness, durability, and visibility. The critical process
of implementing a reward system involves decisions
about who should be involved in designing and admin-
istering it and how much information about pay should
be communicated.
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