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Strategic performance
appraisal in
team-based organizations:
One size does not f{it all

Susanne G. Scott and Walter O. Einstein

Executive Overview

The pervasive use of teams in today’s organizations makes employee performance
appraisal more challenging than in the past. Unfortunately, prescriptions offered in the
business press often fail to consider the diversity of team forms used in team-based
organizations. Teams differ in their membership configuration, the complexity of their
tasks, and level of interdependence from other organizational units. In this article, we
identify three team types and examine the fit between performance-appraisal
characteristics and team types. Performance-appraisal characteristics include target
(individual or team), type (outcome, behavioral, or competency-based). and data source
{manager or multirater). Our analysis underscores the critical need for effective
leadership in designing and implementing performance appraisal systems in team-based

organizations.

....................................................................................

In the early 1990s, a prominent high-tech firm in the
northeastern United States enthusiastically rolled
out a new performance-management system to im-
prove the performance of its professional work
teams. The program was comprehensive, with de-
tails contained in two large, beautifully written,
leather-bound volumes prepared by external con-
sultants following nearly a year of work. Top man-
agement introduced the program with much public
fanfare and pledges to implement it.

Three years after the launch, the second author
happened to run into a colleague who was doing
research at the firm on the human resource system
and productivity:

Q: How's the performance management sys-
tem working?

A: What performance management system?

The program introduced with such hope had come
and gone within the space of a year, leaving in its
wake frustration, anger, and cynicism.

This may be an extreme example. But it is no

....................................................................................

secret that many performance-appraisal systems
fail to deliver their anticipated benefits in team-
structured organizations. Working with teams in
our consulting practice has convinced us that one-
size-fits-all performance-appraisal systems are
largely to blame. A generic system applied across
an organization ignores important differences
among teams. For example, intact, colocated
work and service teams still attend to the core
work in many organizations, while virtual teams,
geographically or organizationally dispersed,
are used for more complex tasks.! This trend has
accelerated with the move {from a manufacturing
to a knowledge-based economy. In the same or-
ganizations, we often see rapid-response teams
of loosely networked professionals who manage
strategic initiatives in the face of technology
change, continued globalization, and hyper-
competition.?

These are all teams, yet each presents a ditfer-
ent challenge to performance management and its
bedrock—employee performance appraisal. Em-
ployee performance appraisal influences motiva-
tion and development, provides documentary sup-
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port for rewards and recognition, and links the
activities of individuals to organizational effec-
tiveness. But the movement to team-based struc-
tures in the 1990s raised new questions and re-
vived old controversies regarding the efficacy of
traditional appraisal systems.

For example, who should be appraised in team-
structured organizations—individuals or teams?
Should the focus of appraisal be on attaining spec-
itied outcomes, or on nurturing appropriate behav-
iors to achieve those outcomes, or on acquiring
competencies and skills? Should the focus be the
same or different for individual and team ap-
praisal? And who should provide the data on per-
formance—a manager who is not really part of a
team? Other team members? Customers?

Designing effective performance-appraisal sys-
tems requires careful consideration of a number of
team contingencies. In this article, we discuss
three—team membership configuration, team task
complexity, and the nature of the interdependen-
cies among a team and external groups—that,
when taken together, define three prototypical
team types. We then specify the appropriate per-
formance appraisal target, type, and data source
for each type. To ground our discussion, we begin
with a brief review of what is meant by employee
motivation and performance, and specily how
three different types of performance appraisal—
outcome, behavior, and competency-based—affect
these processes.

Employee Motivation and Performance

Performance appraisal influences employee moti-
vation by identifying and specifying mutually
agreed on outcomes (outcome-based performance
appraisal); directing attention to specific tasks, ob-
jectives, and assignments and specifying the be-
haviors that are needed to accomplish them (be-
havior-based performance appraisal); recognizing
skill acquisition and identifying skill deficits for
turther training and development (competency-
based performance appraisal); providing feedback
on progress toward outcome attainment and actual
task performance (outcome and behavior-based
performance appraisal); and establishing the pro-
cess and providing the rationale for distributing
rewards (outcome-based, behavior-based, and
competency-based performance appraisal).?
Outcome-based performance appraisal is used
most successfully when it is part of a comprehen-
sive goal-setting program that includes clearly de-
fined, specific, challenging goals.* Appraisal of be-
havior has possibly been the most used form over
the last 30 or so years, and it involves identifying

and rating observable behaviors relevant to indi-
vidual work roles. Finally, competency-based ap-
praisal consists of assessing an individual’s skills
or knowledge relative to that required to perform a
specific job.5

Work Roles and Performance-Appraisal Criteria

Performance appraisal, whether outcome-, behav-
ior-, or competency-based, traditionally focuses on
the formal requirements of specific jobs. With the
introduction of team structures, employee-involve-
ment programs, and total quality management,
employee roles in the workplace have expanded,
and now include activities that go beyond task
performance. The following work roles have been
identified as important in today’s workscapes:®

¢ Job role: Concerned with quality, quantity, and
customer service provided.

¢ Context role: Being a good organizational citi-
zen, continuous improvement of organizational
processes, personal self-development in career,
and continuous learning.

¢ Teamwork role: Collaborating in problem solv-
ing and conflict resolution, communicating
openly, goal setting and performance appraisal
of the team, as well as planning and task coor-
dination among members.

With the introduction of team structures,
employee-involvement programs, and
total quality management, employee
roles in the workplace have expanded,
and now include activities that go
beyond task performance.

Employee job-role performance contributes most
directly through the organization’s core technical
processes, while performance in context and team-
work roles contributes to the broader organiza-
tional, social, and psychological setting in which
job-role performance occurs.” Generic performance
appraisal systems that specify work-role defini-
tions, behavioral descriptors, and competencies
are available in the commercial market, or organi-
zations can develop their own. In either case, it is
important to involve employees and supervisors
early in the process to assure their acceptance of
the system.? Mutual development by employees
and supervisors of work roles, and the outcomes,
behaviors, and competencies necessary for their
enactment, serves four purposes:
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¢ influencing employees and supervisors to think
deeply about which of the roles are most sup-
portive of department goals and of the organi-
zational mission;

e providing specific direction on the behaviors
and competencies needed to adequately per-
form in each role;

e communicating to supervisors which roles an
employee is most interested in; this information
can be considered for future job assignments;

¢ resulting in o concrete agreement between em-
ployees and supervisors on where time and en-
ergy will be focused.

Sources of Performance Data

Much has been written about the use of 360-degree
(multirater) feedback as an effective tool for perfor-
mance appraisal.® At its most basic, a multirater
teedback system gathers ratings of an employee'’s
work-role behaviors from those in the best position to
observe it, including subordinates, customers, and
peers, as well as supervisors. Since its inception in
the early 1990s, 360-degree performance appraisal
has been criticized as often as lauded. A number of
recent articles have summarized concerms with the
validity of the measurement instruments, the process
through which they are administered, and how the
teedback is eventually used by organizations.’? Yet
many scholars and managers agree that multisource
feedback is fundamentally a good idea that deserves
turther development.

We will not review the technical discussions re-
lated to the validity of 360-degree feedback instru-
ments, which have been thoroughly covered else-
where,!! other than to note that such discussions
are important with any performance instrument.
Experts do agree that 360-degree performance ap-
praisal should:!12

¢ be used more for employee development than
for making personnel decisions;

* be part of a formal goal-setting system;

¢ be administered on a regular basis rather than
only once;

¢ provide aggregated, anonymous feedback to re-
cipients;

e assure that raters evaluate employee behaviors
only in work roles for which they have adequate
knowledge and first-hand experience;

¢ provide orientation and training to performance
raters;

¢ provide training and guidance on etfectively in-
terpreting and constructively using feedback to
recipients.

Performance Appraisal Target: Team Member
or Team?

Despite admonitions by many management schol-
ars and consultants to abandon individual perfor-
mance appraisal for team appraisal,’® U.S. corpo-
rations have been slow to do so. Their reticence
may be justified, as team effectiveness is founded
on individual behavior and performance, and indi-
viduals vary in the amount of effort and capability
they bring to the workplace. Social loafing is likely
to result when individual effort is not recognized
and assessed. This conscious or unconscious ten-
dency to shirk responsibilities by withholding ef-
fort toward group goals while sharing in rewards
occurs more often when group members believe
that their individual contribution (or lack thereof)
cannot or will not be identified or assessed. People
do show fewer signs of social loafing in small
teams than in large groups, but they are still more
likely to loat when rewards (including recognition)
are tied to team effort rather than individual ei-
fort.14 This tendency is markedly stronger in indi-
vidualistic western cultures than it is in more col-
lectivist societies such as Israel and Japan.!s

If a team must support a free rider without
recourse, other team members often withdraw ef-
fort.’® Social loafing spreads among team mem-
bers like flu, poisoning the work climate. Individ-
ual performance appraisal helps discourage social
loating by providing each team member with feed-
back on the acceptability of his or her individual
behavior, and on the need to further develop skills
and competencies. High-ability team members are
likely to be reassured that equity will be restored,
and that all members will have the necessary
skills and abilities to contribute.

Social loafing spreads among team
members like flu, poisoning the work
climate.

Individual-level performance appraisal helps re-
duce social loafing, but it ignores the interaction
and synergy that characterize excellent team per-
formance. Team performance assessment gives a
team the information it needs to identify team
problems and to develop team capabilities. It
heightens team pride and ownership, increasing
commitment and identification of members with
the team. Many team performance measurement
systems, such as that at Xerox, are developed
jointly by teams, managers, and customers as part
of total quality management efforts.l” Joint ac-
countability helps assure that the criteria and
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standards for performance are aligned with orga-
nizational and team strategies. Such measurement
systems are largely outcome-based with some be-
havioral measures, but there is little reason that
they could not also include team competencies.
Teams are typically trained to prepare and inter-
pret their own performance data as part of contin-
uous improvement efforts.

Team Types and Performance Appraisal

In this section, we examine the fit of performance
appraisal target, type, and data source with differ-
ent types of teams. We begin by identifying three
types of teams—work teams, project teams, and
network teams—based on two important dimen-
sions—membership configuration and task com-
plexity. (See Figure 1.)

Membership configuration refers to the expected
tenure of a team, the stability of its membership,
and the allocation of members’ work time, and it
varies along a continuum from static to dynamic.1®
Static teams are characterized by full-time team
members, membership that remains constant
throughout the life of the team, member expecta-
tions of a future, and a common level of activation
or involvement of members throughout the life of
the team. At the other extreme, dynamic teams are
characterized by shorter tenure tied to task com-
pletion, members who come and go depending on
task demands, and members who also work on
other teams or nonteam tasks simultaneously.

The second team dimension, task complexity,
recognizes that organizational teams engage in a

RNot}- » Top management e
outine teams Network Teams
o R&D teams
e Forest fire-
fighting teams
Task
complexity : e
Project Teams
® Work and
Routine Service Téams

Static Dynamic
Membership configuration

FIGURE 1
Types of Teams

wide variety of work that varies from the routine to
the nonroutine.!® Routine tasks are well scripted
and defined, and people encounter relatively few
exceptions to the rule in completing them. Cycle
time (the time needed to finish one complete unit of
work) on routine tasks is specified in advance and
is of relatively short duration. Outcomes are easily
assessed soon after task completion against spe-
cific, quantifiable criteria. In contrast, nonroutine
tasks tend to be emergent—the desired outcome and
the means to accomplish it are impossible to define
in advance. At the extreme, everything encountered
in performing a nonroutine task is an exception to
the rule. Nonroutine tasks require applying multiple
knowledge bases or skill sets learned through edu-
cation in specific disciplines or through extensive
training. Cycle time is longer on nonroutine tasks
and indeterminate; at the extreme, cycle time can be
decades, such as in developing a new drug.

The dimensions of membership configuration
can vary independently. For instance, an airline
flight crew is stable, with dedicated members, but
of short duration. The dimensions of task type can
also vary, but we find common patterns among
them that define three types of teams used in
organizations.

Work or service teams

At one extreme of membership configuration and
task complexity, we find intact work teams en-
gaged on routine manufacturing or service tasks.
Those in production at Saab, Saturn, and Xerox are
good examples that have been discussed often in
the business media. These teams have been in
existence for a long time, their membership has
changed little or not at all since formation, and
team members anticipate membership stability in
the future. Members have similar skill sets and are
cross-trained to perform many of the tasks neces-
sary for the team to reach its goals. The team's
tasks are standardized, cycle time is generally
short, and multiple task cycles occur in each per-
formance appraisal period. The team’s output
tends to be easily and objectively evaluated, there
is minimal disagreement among stakeholders
about the criteria for success, and feedback on
performance is often provided by the task itself.
The work team is a well-developed social sys-
tem. Members have interpersonal knowledge of
each other's likes, dislikes, and personalities such
that task interaction is more predictable. The qual-
ity of interpersonal relationships is important to all
members. Trust reflects knowledge gained over
time through experience with each other, but trust
is also a matter of confidence that the needs, pref-
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erences, and goals of all team members are simi-
lar. This is enhanced by the team's regularly en-
gaging in team building and training as an intact
unit.

The work team is a well-developed social
system.

As shown in Table 1, individual and team per-
formance appraisals are recommended for work
and service teams. Conditions operating in these
teams—an atmosphere of trust, expectations of a
tuture together, shared knowledge of members’ dii-
ferences and similarities, and shared interest in
the continuous improvement of the team members
and the team—create an optimal environment for
conducting performance appraisal at both the in-
dividual and team levels.

These same conditions make peer ratings a
useful supplement to managers’ evaluations of
individual team members’ behaviors and compe-
tencies assuming other conditions of use are
met. For instance, the feedback report is used

only for developmental purposes, and individual
raters’ anonymity is assured. Team members are
in a good position to assess and certilty each
other's competencies related to job and nonjob
roles, as they have personal knowledge of and
experience with them. They also are in an excel-
lent position to assess each other's job behaviors
because they observe them daily. Since the team
works together over multiple appraisal cycles,
useful feedback can be given on improvements
that have occurred in individual behaviors and
competencies since the previous appraisal. The
feedback report also provides a foundation for
individual goal setting, and for a constructive
dialogue among members on how to improve
team functioning.

Outcome-based performance appraisal is rec-
ommended for the team but not for individual
team members, as the tight interdependence
among team tasks makes it difficult to accurately
determine who did what toward achieving team
goals. (If this is not the case, we question
whether a team actually exists.) Individual out-
come-based appraisal shifts the team's focus

Table 1
Performance Appraisal Methods for Different Types of Teams

What is rated?

How is the rating used?

Team Who is
type being rated Who provides rating Outcome Behavior Competency Development Evaluation Self-regulation
Team Manager v I 4 I %4
member Other team members % 174 %4
Customers v o
Work or Self 74 v %4 P [
service
team  Entire team Manager ¥ 'd » d I
Other teams I d v
Customers I Id v
Self - » v - »
Team Manager v I v v
member Project leaders % I %4
Other team members » %4 %4
Customers I
Self I%d % 1% I’ 1%
Project
team Entire Customers I I Ped
team Self I 1% 1 1% %
Team Manager I I I I
member Team leaders %4 1 »
Coworkers % I I
Other team members e 17 74
Customers %4 17 7
Self 7 174l 1% 7 P
Network
team
Entire team Customers % 74
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from teamwork to individual work and promotes
a view of teamwork as no more than the sum of
the individual parts. It encourages finger point-
ing and assigning blame by the team rather than
problem solving, and it undermines concepts of
mutual accountability.

Yet individual team member task proficiency is
essential to team effectiveness,?® and feedback to
team members on their own task accomplishment
helps them regulate their own performance.?! Thus
work and service team members are typically re-
sponsible for monitoring and documenting their
own performance on individual tasks. This infor-
mation is then used by the team as a whole to
identify training and development needs and plan
skill-building exercises for each member.

At the team level, measurement systems often
reflect various types of outcome measures (e.qg.,
productivity, sales volume, and customer com-
plaints), and these act as a signaling device to
the team for problem solving and corrective ac-
tion. Teams are held accountable for monitoring
and documenting their own performance against
standard goals and against team goals, and they
are also held accountable for results. When out-
comes do not meet standard or team goals, teams
are responsible for exploring potential sources of
performance variability and for minimizing and
eventually eliminating those over which they
have control. Sources of variability outside the
team’s control are also identified and docu-
mented for management action. It is ditficult to
conceive of a situation where teams have 100
percent control over outcomes, and it is impor-
tant that this be acknowledged. The weaker the
effort-performance linkage (the more factors out-
side the team's control affect performance), the
more important it is that behavioral measures be
used to supplement outcome-based measures.
Behavioral measures can include jointly attend-
ing team-training sessions during the perfor-
mance cycle and arranging equal opportunities
for all team members to master task proficien-
cies through job rotation.

It is difficult to conceive of a situation

where teams have 100 percent control

over outcomes, and it is important that
this be acknowledged.

Three hundred and sixty-degree feedback is
sometimes collected on teams as a unit, and most
of the same principles apply as those identified for
individual multirater feedback. This type of feed-

-_____________________________________________________________________
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back from internal and external customers can be
especially useful when work teams are delivering
a service and objective measures are difficult to
identify. But care must be taken that raters actu-
ally assess the team as a unit rather than just the
one or two members of the team with whom they
interact.

Project teams

Project teams are distinguished from work teams
by expectations of a limited future. Members are
assembled for a specific purpose and they expect
to disband once their task is complete. Well-known
examples of successful project teams include the
team that developed the first of IBM's PCs and the
team that developed the original Taurus/Sable at
Ford. Projects can range from relatively short to
longer term, but members know they are on loan
and will return to their functional areas on com-
pletion of the project.

Project teams engage in work that is outside
the core production or service work of the orga-
nization and inherently less routine than that of
work or service teams. Members typically come
from different functional areas and have differ-
entiated skills and knowledge bases; they lack
expertise or deep understanding of each other’s
specialties. The difficulty and the tempo of team
tasks vary across the life of the project and mem-
bers’ involvement waxes and wanes with project
need. Project teams must learn and adapt to task
realities.

As a result of their particular task demands
and membership configuration, project teams
tend to be focused more on tasks than on team
members.?2 Project teams have high goal inter-
dependence among members—they are depen-
dent on each other to meet project goals—but the
degree of task interdependence among members
varies considerably. Training and development
of members does not occur as an intact unit, and
members are left to apply and integrate individ-
ual training with their team experience. Team
members’ competencies include functional ex-
pertise, political skills, creative problem solving,
and critical decision making skills, but there is
less emphasis on team self-management skills.23
Paradoxically, team self-management is often
less appropriate in these teams of highly edu-
cated specialists than it is for work and service
teams. Members are functional specialists rather
than team specialists, and the priority on meet-
ing project deadlines makes it difficult to engage
in team training. In general, the less variable
membership dynamics are, and the more routine
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the task, the more possible and desirable it
becomes to move leadership and routine man-
agement functions into the team and to make
members jointly responsible for team goal at-
tainment. As team-membership dynamics be-
come more fluid and team tasks become more
specialized, there are greater needs for coordi-
nation and integration of the work across time,
space, and members, and strong centralized
leadership becomes more critical to goal accom-
plishment.

The determinant existence and shorter dura-
tion of project teams limits the usefulness of
team outcome-based assessment because the
project cycle does not coincide with the typical
appraisal cycle. End-of-project outcome mea-
sures do not benefit the team’s development as
the team has likely dissolved by then. Instead,
metrics are developed that relate to the various
stages of a project so that teams can self-correct
betore things go too far off course. These include
the continuous tracking of time, cost, and return-
on-investment, as Hewlett-Packard does in its
product development teams.?? Interim metrics
are carefully designed with the input of project
team members to eliminate or account for extra-
neous sources of variability that the team does
not control.

Team members are expected to understand team
metrics, work together to track them, revise them
as needed, and use them to set downstream project
goals. Multisource performance appraisal is par-
ticularly useful for rating performance of project
team members on these behaviors and competen-
cies. Because project team members are assigned
and reassigned to different projects and often
serve simultaneously on multiple teams, no one
functional manager, team leader, or set of peers
observes behavior over the many different work
situations in which they perform. Under these cir-
cumstances, it makes sense to collect ratings from
each of the team leaders and team members of the
various projects an employee participates in dur-
ing a performance cycle.

Project leader and peer ratings are good
sources of behavioral ratings related to a team
member's context and teamwork roles. But peers
lack knowledge of other members' functional dis-
ciplines or understanding of their technical spe-
cialities, and they generally cannot assess the
goodness or value of individual team members’
inputs. As shown in Table 1, functional manag-
ers, who are responsible for technical mentoring,
and who typically retain administrative respon-
sibility for employees,?® are in a better position
to provide behavioral ratings of job roles and to

assess competencies pertaining to specific func-
tional expertise. Functional managers and em-
ployees use the feedback report from peers and
project leaders to identify developmental needs
and schedule training. Thus people who are as-
signed to project teams as part of their job roles
are rated on both their individual performance
and their contribution in their team role. Train-
ing focuses on the development of behaviors and
competencies that are transferable from one
team assignment to the next.

Network teams

Network teams are virtual in that their potential
membership is not constrained by time or space;
they include geographically dispersed members
who collaborate through a combination of telecom-
munications and information technologies.?® Their
membership is not limited by organizational
boundaries, and frequently includes contingent
workers, customers, vendors, and consultants, as
well as organizational employees. It is difficult to
draw boundaries around a network team, as po-
tential membership includes all who are commit-
ted to the goal.

Network teams also differ from project teams
because their work is extremely nonroutine. Most
network teams engage in one task cycle, the na-
ture of which is unlikely to be repeated. For exam-
ple, Fleet Focus, a team composed of dispersed
specialists, was assembled by Fleet Financial
Group of Providence, RI, to reorganize and re-
engineer Fleet’s structure and processes during its
acquisition of Shawmut Bank’s portfolio in 1994. A
similar network team functioned during Fleet's
merger with BankBoston in 1999.

Most network teams engage in one task
cycle. the nature of which is unlikely to
be repeated.

Membership configuration in these teams is
dynamic, shifting in response to changing task
needs, which are themselves emerging in re-
sponse to rapidly changing environmental and
technological conditions and from unique inter-
actions among customers, suppliers, and team
members. The timing and intensity of members’
participation and the nature of the interaction
and level of exchange among members is not
scripted, but is dependent on task needs. Net-
work teams are rapid-response units charged
with strategically responding to market chal-
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lenges and exploiting market potentials.
Thus their primary competency is the ability to
rapidly select and assemble the most appropri-
ate member configuration for the task at hand,
even when that task cannot be clearly speci-
fied. Team performance is a matter of strategic
responsiveness.

The performance emphasis for team members
shifts from what they did yesterday or last year to
what they are willing and capable of doing tomor-
row, where tomorrow is still largely undefined.
Network teams, more than any other, rely on a
cadre of potential members who are continuously
engaged in self-directed learning to improve
skills, knowledge, and competencies. Team mem-
bers must be able to continuously reframe and
rethink how things are done. Further, because
membership configuration and task requirements
are emergent and dynamic, collaborative, inten-
sive communication is especially important to co-
ordinating effort and achieving team effective-
ness. Distant members must rely on electronic
technologies to maintain coordinated action and
commitment to goals. These include audio and
video teleconferencing, chat groups, e-mail, bulle-
tin board software, group decision-support sys-
tems, and project-management calendars.

Network teams are transitory structures that en-
gage in unique tasks as they arise. Their perfor-
mance cycle is at odds with annual performance-
appraisal systems, and performance of the team as
a whole is often not assessed in any formal way.
However, there is evidence that this type of impro-
visational action is becoming increasingly impor-
tant to organizations operating in highly turbulent
industries, and it is important that their employees
be prepared to participate in network teams as
needed.?” Thus appraisal is focused on developing
individual capacity to initiate, participate, and
lead improvisational action, rather than on assess-
ment of past outcomes.

Competency-based appraisal systems are opti-
mal for assessing the potential of all employees to
participate in network teams. Knowledge, behav-
iors, and skills, including individual adaptive abil-
ity, are appraised and used for evaluation and
developmental purposes. Behavior-based ap-
praisal can also be used to assess the extent to
which employees participated in learning activi-
ties during performance cycles. These can be self-
paced programs, in-house training, or courses at
educational institutions. To avoid simply reward-
ing attendance in training programs, employees
are assessed on the extent to which they apply
learning to current activities, set developmental
goals, and seek out feedback from others as an

input into the self-regulatory process.?® Finally, be-
havior-based appraisal is used to assess the ex-
tent to which members engage in collaborative
communication and teamwork behaviors when
participating in network teams. Multirater behav-
ioral assessment is essential in networked organi-
zations, because team members are working in
multiple performance settings during any given
performance cycle.

External Interdependence: A Final Contingency

Our analysis would be incomplete without consid-
ering the interdependencies among a team and
other teams, individuals, and groups within an
organization. At its simplest level, interdepen-
dence exists when a team is dependent on the
contributions of nonmembers to complete tasks
and goals. High interdependence exists when
teams are dependent on multiple outsiders for in-
formation, resources, and support, and, when the
need for the exchange emerges with the task, such
exchanges are not well understood and procedures
for them are not formalized. Low interdependence
implies that teams are dependent on only a few
outsiders, and procedures can be set up to manage
the exchange of resources and information.

As the complexity of interdependence increases,
teams face escalating needs to manage extensive
interaction with others inside the organization.
Care must be taken to assure that performance-
measurement systems focused at the team level do
not encourage teams to optimize their own perfor-
mance at the expense of other teams and the sys-
tem as a whole. Motorola’s experience with team
incentive systems is instructive in this regard. The

Care must be taken to assure that
performance-measurement systems
focused at the team level do not
encourage teams to optimize their own
performance at the expense of other
teams and the system as a whole.

firm found that the outcome of focusing on team
productivity in its production facility was anything
but teamwork. While some teams did perform bet-
ter, the cost of open competition, griping, and con-
flict among teams caused suboptimization in the
plant as a whole.?® Team-focused outcome mea-
sures are important tools for team-development
purposes, but the more the team is interdependent
with others, the greater the need is to balance
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outcome measures with behavioral measures re-
lated to citizenship and teamwork with other teams.

Putting It All Together

One-size-fits-all prescriptions for performance ap-
praisal methods are still all too common, despite
strong differences among the types of teams com-
monly found in organizations. Further, the three
types of teams we discussed here do not cover all
the possible permutations of team membership dy-
namics, task complexity, and internal and external
interdependencies. Project teams or work teams
certainly vary greatly in work organizations. Such
teams are prototypical; real teams must be evalu-
ated on many dimensions to determine the most
useful and appropriate performance-appraisal tar-
get, type, and data source.

As teams move from the stable, routine, and self-
contained end of the continuum to the dynamic,
emergent, and interdependent end, performance-
appraisal systems must move from a focus on the
outcomes, behaviors, and competencies of teams
to those of individuals. At one extreme—the intact
work or service team—the focus is on developing
better teams. At the other exireme—network
teams—the focus is on developing better team
members. These members include those who can
and will accurately and quickly assess the task
and interpersonal idiosyncrasies of their interac-
tion partners at any given moment and adapt their
behavioral repertoire to fit the unique needs pre-
sented by both.

As teams move from the stable, routine,
and self-contained end of the continuum
to the dynamic, emergent, and
interdependent end. performance-
appraisal systems must move from a
focus on the outcomes, behaviors, and
competencies of teams to those of
individuals.

Effective performance appraisal is a matter of fit
between characteristics of the team and the target
of assessment, as well as the rating type, source,
and purpose. Performance-appraisal systems that
result from careful consideration of these contin-
gencies have the greatest probability of being ef-
fective—that is, of eliciting employee behavior
that contributes to an organization’s goals. Allstate
Insurance, Xerox, Hewlett-Packard, and many
other organizations have demonstrated that a stra-

tegic approach to performance-appraisal design
dramatically increases the likelihood that team
structures will contribute to greater organizational
effectiveness.?®

Endnotes

! Townsend, A. M., DeMarie, S. M., & Henrickson, A. R. 1998.
Virtual teams: Technology and the workplace of the future. The
Academy of Management Executive, 12(3): 17-29.

2Ibid.

3 Steers, R. M., Porter, L. W., & Bigley, G. A. 1996. Motivation
and leadership at work. 6th ed. New York: McGraw-Hill; Ein-
stein, W. O. 1995. The challenge of leadership: The key to a
successful reward strategy or be a pathfinder instead of a
firefighter. The Journal of Applied Management and Entrepre-
neurship, 2: 10-26; Cardy, R. L. & Dobbins, G. H. 1994. Perfor-
mance appraisal: Alternative perspectives. Cincinnati: South-
Western College Publishing: and Murphy, K. R., & Cleveland,
I. N. 1985. Understanding performance appraisal. Thousand
Oaks, CA: Sage.

“Locke, E. A., & Latham, G. P. 1984. A theory of goal-setting
and task performance. Englewood Cliffs, NJ: Prentice Hall; Prit-
chard, R. D., Roth, P. L., Jones, S.D., Galgay, P. ]., & Watson, M. D.
1988. Designing a goal-based system to enhance performance:
A practical guide. Organizational Dynamics, 16: 69-78.

5Reilly, R. R., & McGourty. 1999. Performance appraisal in
team settings. In T. A. Smither, (Ed.), Performance appraisal:
State of the art in practice: 244-277. Newark, NJ: John Wiley &
Sons.

8 Borman, W. C., & Motowidlo, S. J. 1993. Explaining the cri-
terion domain to include elements of contextual performance. In
N. Schmitt, W. C. Borman, & Associates, (Eds.), Personnel selec-
tion in organizations: 71-98. San Francisco: Jossey-Bass; and
Campbell, ]. P., Gasser, M. B,, & Oswald, F. L. 1996. The sub-
stantive nature of job performance variability. In K. R. Murphy,
(Ed.). Individual differences and behavior in organizations: 258 -
299. San Francisco: Jossey-Bass; Welbourne, T. M., Johnson,
D.E., &Erez, A. 1998. The role-based performance scale: Validity
analysis of a theory-based measure. Academy of Management
Journal, 41: 540-555.

7 Borman & Motowidlo, op. cit.

8 Hedge, ]. W., & Teachout, M. S. 2000. Exploring the concept of
acceptability as a criterion for evaluating performance mea-
sures. Group & Organization Management, 25: 22-44.

¢ Antonioni, D. 1996. Designing an effective performance ap-
praisal feedback process. Organizational Dynamics, 25(2): 24-
38; Borman, W. C. 1998. 360-degree performance ratings: An
analysis of assumptions and a research agenda for evaluating
their validity. Human Resources Management Review, 7: 299-
315; DeNisi, A. S., & Kluger, A. N. 2000. Feedback effectiveness:
Can 360-degree appraisals be improved? The Academy of Man-
agement Executive, 14(1): 129-139; Ghorpade, J. 2000. Managing
five paradoxes of 360-degree feedback. The Academy of Man-
agement Executive, 14(1): 140-150; and Waldman, D. A., Atwater,
L. E., & Antonioni, D. 1998. Has 360-degree feedback gone amok?
The Academy of Management Executive, 12(2): 86-94.

10 DeNisi & Kluger, op. cit.; Ghorpade, op. cit.

! Dalessio, A. T. 1999. Using multisource feedback for em-
ployee development and personnel decisions. In T. A. Smither,
(Ed.), Performance appraisal: State of the art in practice: 244—
277. Newark, NJ: John Wiley & Sons; Tornow, W. W. 1993. Per-
ceptions of reality: Is multi-perspective measurement a means
or an end? Human Resource Management, 32: 221-229.

!2 DeNisi & Kluger, op. cit.; Tornow, op. cit.; Ghorpade, op. cit.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.




116 Academy of Management Executive May

3 This idea seems to have originated with W. E. Deming in
his 1986 book, Out of crisis, Cambridge, MA: Center for Ad-
vanced Engineering Study, Massachusetts Institute of Technol-
ogy. It continues to be advanced by adherents of total quality
management such as Ghorpade, I., Chen, M. M., & Caggiano, I.
1995. Creating quality-driven performance appraisal systems.
The Academy of Management Executive, 9(1): 32-39. See also
Gomez-Mejia, L. R., & Balkin, D. B. 1992. Compensation, organi-
zational strategy, and firm performance. Cincinnati: South-
Western College Publishing.

“Kidwell, R. E., & Bennett, N. 1993. Employee propensity to
withhold etfort: A conceptual model to intersect three avenues
of research. Academy of Management Review, 18: 429-456; Hen-
eman, R. L., & von Hippel, C. 1995. Balancing individual and
group rewards: Rewarding individual contributions to the team.
Compensation and Benefits Review, 27: 745-759.

5 Wagner, J. A. 1994. Studies of individualism-collectivism:
Eifects on cooperation in groups. Academy of Management Jour-
nal, 38: 152-172; Kirkman, B. L., & Shapiro, D. L. 1997. The impact
of cultural values on employee resistance to teams: Toward a
model of globalized self-managing work team effectiveness.
Academy of Management Review, 22: 730-763.

18 Milkovich, G. T., & Widnor, A. K. 1991. Pay for performance:
Evaluating performance appraisal and merit pay. Washington,
DC: National Academy Press; Sheppard, J. A. 1993. Productivity
loss in small groups: A motivation analysis. Psychological Bul-
letin, 113: 67-81.

17 Jones, S., & Moffett, R. G. 1999. Measurement and feedback
systems for teams. In E. Sundstrom & Associates, (Eds.), Sup-
porting work team effectiveness: Best management practices for
fostering high performance: 157-187. San Francisco: Jossey-
Bass.

'® Expanded theoretical analyses of membership dynamics
in teams are provided in Arrow, H., & McGrath, ]. E. 1993. Mem-
bership matters: How member change and continuity affect
small group structure, process, and performance. Small Group

Susanne G. Scott is an assistant
professor of management in the
Charlton College of Business,
University of Massachusetts
Dartmouth. She has a Ph.D. from
the University of Cincinnati. Her
research on team effectiveness,
team and organization identity,
and leadership has appeared in
leading academic journals. She
conducts training seminars on
leadership skills, team-based
structures, collaboration, and or-
ganizational change. Contact:
sscott@umassd.edu.

Research, 24: 334-361; and Arrow, H., & McGrath, J. E. 1995.
Membership dynamics in groups at work: A theoretical frame-
work. In L. L. Cummings, & B. M. Staw, (Eds.), Research in
organizational behavior, 17: 373-411. Greenwich, CT: JAI Press.

'® Mohrman, S., Cohen, S., & Mohrman, A. 1995. Designing
team-based organizations: New forms for knowledge work. San
Francisco: Jossey-Bass.

0 Salas, E., Dickinson, T. L., Converse, S. A., & Tannenbaum,
S. 1. 1992, Toward an understanding of team performance and
training. In R. W. Swezey, & E. Salas, (Eds.), Teams: Their train-
ing and performance: 3-29. Norwood, NJ: Ablex Publishing; and
Glickman, A. S., Zimmer, S., Montero, R. C., Guerette, P. [.,
Campbell, W. ]., Morgan, B. B, & Salas, E. 1887. The evolution of
teamwork skills: An empirical assessment with implications for
training. Technical Report TR-87-016. Orlando, FL: Naval Train-
ing Center.

%l Kozlowski, S. W. ], Gully, S. M., Nason, E. R., & Smith, E. M.
1999. Developing adaptive teams: 241-292. In D. R. Iigen, & E. D.
Pulakos, (Eds.), The changing nature of performance: 240-292.
San Francisco: Jossey-Buass.

2 Arrow & McGrath, 1995, op. cit.

2 Mohrman et al., op. cit.

24 House, C. H., & Price, R. L. 1981. The return map: Tracking
product teams. Harvard Business Review, 1: 92-100.

25 Mohrman et al., op. cit.

% Townsend et al., op. cit.

*’ Crossan, M., & Sorrenti, M. 1997. Making sense of improvi-
sation; and Hatch, M. J. 1997. Jazzing up the theory of organiza-
tional improvisation, both in J. P. Walsh & A. S. Hufi, (Eds.),
Advances in strategic management, 14: 181-191. Greenwich, CT:
JAI Press.

% London, M., & Mone, E. M. 1999. Continuous learning. In
llgen & Pulakos, (Eds.), op. cit.: 119-153.

B Lawler, E. E. 1999. Creating effective pay systems for
teams. In Sundstrom & Associates, (Eds.), op. cit.: 188-193.

%0 Jones & Moifett, op. cit.

Walter O. Einstein is a professor
of management in the Charlton
College of Business, University
of Massachusetts Dartmouth. He
has a Ph.D. from Syracuse Uni-
versity. He specializes in man-
agement development, and con-
sults and has written extensively
on leadership skills and the de-
sign of theory-based, practical
performance appraisal. Contact:
weinstein@umassd.edu.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.




