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Part 2: Answer the following two questions (50%).

1. The structuring of internal labor markets and personnel management systems has
been analyzed from a number of conceptual perspectives (e.g., institutionalism, 4
neoclassical economics, and human resource management). Compare any two _
perspectives in terms of models and underlying assumptions. Also discuss any 7
important organizational and/or public policy implications which derive from the

approaches you consider. (25%)

2. Provide a critical review and analysis of theory and research in performance
evaluation, and draw conclusions from your analysis concerning the needed

directions for future research. (25%)
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201 lenient than when the ratings were to 195_54), the rater would assign 33‘3}‘1 piece
be used for research purposes only. A of rnformatmn toa category (e.g., correct
= second type of contextual factor is the or incorrect, hard workurg orlazy., careful
organizational or job characteristics. Al- or careless). As [more pieces of mferma-
- though the research in this area is sparse, tion are categorized U_“’« rater begins to
there is some evidence that job character- form a general impression about the ratee
L istics (Klores, 1966) and job level (Myers, and the ratee is then assigned to a particu-
1965) do have an effect on performance lar category. ]
- appraisal ratings. A third area of in- The urformatmn received by the
terest is the gencral domain of motiva- rater may include actual behaviors that
251 tional biases that are included by the the ratee displays on the job, as well as
context. Researchers in decision making outcomes (consequences) of the ratee's
L (e.g., Hogarth, 1987) have shown that behaviors -(Ilgen & Favero, 1985). Both
respohsibility for prior decisions, ac- the be-haviors and the outcomes are likely
R countability, the framing of problems, to affect the rater's impression. TFor ex-
and the perceived relationship among ample, Wood and Mitchell (1981) report
L event can lead to biases in judgments. that nurses' evaluation about the be-
Many of these antecedents of the biases havior of leaving the bed rail down on
L are controlled by the organizational con- the bed of a very ill patient, depend on
text. whether or not the patient actually fell out
30 .

A AR T3 i[éy

“For almost a decade reviewers of the
performance appraisal literature have de-
monstrated a great deal of interrater reli-
ability in their assessment of the strengths
and weaknesses of research. Landy and
Farr (1980, 1983) presented a model of the
rating process that included four anteced-
ent variables: the characteristics (roles) of
the rater and ratee, the rating instrument,
the contéxt of the rating and the rating
process. Their review concluded that much
of the pricr fesearch had focused on the
former two, and that additional research in
these areas would not 51gn1f1cantly ad-
vance the state of knowledge. They sug-
gested that lhe greatest need for future
research bn performance appralsal was on

contextual factors and on the rating proc-
ess. Several researchers have made simj-
lar arguments in support of the need to
study cognitive processes involved in per-
formance appraisal (Feldman, 1981; Ilgen
& Feldman, 1983; DeNisi, Cafferty &
Meglino, 1984},

Contextual Factors in Performance
Appraisal

Landy and Farr (1980) reviewed sev-
eral studies that examined the effect of the
stated purpose of the evaluation on actual
ratings. They concluded that when per-
formance appraisals were conducted for
administrative purposes {their most com-
mon use), the ratings tended to be more

T 2 (50%)

“The Rating Process

The rating process includes a wide
range of issues which often encompass the
other three variables in the Landy and Farr
(1980) model. However, the most general
question of interest in this area concerns
the cognitive processes that raters go
through in making judgments about ratees
(Feldman, 1981; DeNisi, Cafferty &
Meglino, 1984). One aspect of the cogni-
tive process is the mechanisms by which
raters process information about the ratees
that vary in terms of their relevance to the
ratees' jobs. Issues regarding the com-
bination and use of both relevant and ir-
relevant information are examined in this
research. |

Types of Information

In order to appraise the performance
of an employee, a rater must acquire rel-
evant information about the ratees’
behavior. Thus the information process-
ing cycle includes the seeking, recogniz-
ing, processing, organizing, storing and
recalling of information which is then in-
tegrated into a summary judgment (Feld-
man, 1981). According to Feldman (1981),
the information received by the rater is cat-
egorized according to the rater's schemata,
either consciously or subconsciously.
While the precise process of categorization
depends on the type of information re-
ceived (DeNisi, Cafferty & Meglino,
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of bed.

Conceptually, differences between
actual behaviors {e.g., salesperson helping
customers) and job outcomes {e.g., sales
of the product) should be identified and
probably evaluated differently, but often
raters do not keep them separate (Ilgen &
Favero, 1985). This problem is further
complicated if some of the ratee’s actual
behaviors observed by the rater are not
related to the job outcomes. For example,
an employee may stay at work an hour af-
ter the scheduled end of the work day to
avoid a rush hour traffic. Observing these
behaviors, there is a probability that this
piece of information would be categorized
as evidence of a hard working and highly
committed employee

Behaviors that are not related to work
outcomes, may be expected by a rater if
those behaviors conform to the norms of

the organization. For examples, employ- |

ees in organizations with high prestige, or
organizations paying higher than market
wage may be expected to stay one or two
hours after the regular schedule even when
there is no work to do; lower rank manag-
ers may be expected to attend social events
organized by the company or any senior
executive; subordinates may be expected
not to discuss problems about their per-
sonal lives with their boss, or there may
be a strict dress code that should be fol-
lowed. If the rater has a set of expecta-
tions about these behaviors, it is very likely
that not meeting those expectations would
affect the rater’s impression. Unfortu-
nately, research has not focused on the
impact of these behaviors that are irrel-
evant to work outcomes but required by the
norms of the organization on the rater’s
impression and subsequent performance
evaluation.

Depending on the types of jobs and
the definition of performance of the or-
ganization, the conformity to norms may
be regarded as relevant to performance.
However, this is clearly not an universal
case. In the context of the present research,

conformity data is manipulated to be irrel- -

evant to the job performance of the incum-

bent. The subjects (raters} in this research
are provided with both types of informa-
tion: information directly relevant to
joh performance, and information nof rel-
evant to job performance (conformity
behaviors).

Potential Effects of Raters’ Values
Towards Irrelevant Information -

Apart from the extent of relevance to
performance, the raters’ work-related
value or attitude may affect his/her judg-
ment on the importance of the irrelevant
information. For examples, raters who re-
gard loyaIty and, commitment to their
works as fundamental and important work
ethics may be more 1mpressed by an em-
ployee who stay at work an hour after the
scheduled end of the work day; raters who
value harmonious relationships with super-
visors, co- workers and other colleagues
may be more 1mpressed by an employee
who attend and behave properly in social-
events of the company, and other conform—
ity behaviors.

To explore the potential effects of the
raters' values towards their evaluation of
irrelevant information, this study compares
the differences between American and
Hong Kong Chinese subjects. Past re-
search in identifying differences in work-
related values and attitudes has concluded
that Chinese had stronger values towards
the conformity of the group norms and be-
liefs. Hofstede (1980, 1983) labeled this
value dimension as “collectivism™ and the
Chinese Culture Connection (a team of 24
researchers, 1987) labeled this as “Integra-
tion”,

Some recent studies have confirmed
this value differences in more specific con-
texts of managerial values and behaviors.
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For example, when comparing Taiwanese If stronger values of the Chinese
L managers with American expatriates, people towards conformity would affect
Chang (1985) found that: “Chinese people  their evaluation of their subordinates,
L especially value interpersonal relations and ~ then the following hypothesis should be
“*saving face’ within their groups; an indj-  true:
5L vidual is greatly admired in traditional 5
Chinese culture for the human-relations Hypothesis 2: The effect of conformity (ir-
L skill to maneuver in a complicated situa- relevant) information on the performance
tion without upsetting anyone at all.” (p. appraisal ratings will be greater for the
| 148) Chinese than the Americans.
McEvoy and Cascio (1989) found that
1 Taiwanese students were more likely Method
than the American students to prefer a
K group orlentatlon.. They also expresst a Subjects
much greater willingness to consider
10 non-performance related factors, such as Subjects were full time undergradu- 410
B off-the-job behaviors, attitudes toward su-  ate business majors. The first sample con-
pervisors, age, and so forth, as criteria in ~ sisted of 152 American students {(46.1%
i performance appraisals. male) from an U.S. mid-western univer-
In investigating the differences in  sity. The Hong Kong sample consisted of
B leader’s behaviors among samples from 200 students (42% female) of the Chinese
Britain, U.S.A., Japan, and Hong Kong,  University of Hong Kong. Most of the
B Smith et al. (1989) found that some of the  subjects were in their second or third year
Hong Kong supervisors” distinctive be-  of study taking a required management -
- haviors included spending time together  course. They were invited to participate
15 socially both at wqi—k and-after hours, ina management exercise and earned ex- 15
B talking about work problems, having more  tra credit for their course.
frequent meetings with subordinates, and . : '
L . L . Design
encouraging communication with other
work groups. ' ‘ : Procedure. The experimental design
B of the study was a 2x2x2 factorial design.
Hypotheses . ‘ : -
. . Given the fact the Country factor {i.e.,
- If raters indeed combined both the  American vs. Hoig Kong) could not be
performance (relevant) and conformity (ir-  randomly assigned, students were ran-
B rele\:fant) information about the ratees to domly assigned into one of the four, rather
form an overalljudgment, then the follow-  than eight, experimental conditions. A 20
20L ing hypothesis should be true: modified version of the Heeley Specialty
Stores case iised by Bazerman, Beekun and
B Hypothesis 1: Both the performance {rel- Schoorman (1982), was used to simulate a
evant} and conformity (irrelevant) informa- performance appraisal context. The exer-
o tion about the ratee will affect the ratings cise asked subjects to assume the role of
of the performance appraisal, the vice-president of a retail corporation.
25 25
30 0
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Each subject was presented with informa-
tion about a regional director of the com-
pany over a two year period and asked
lo evaluate his performance,- After the

evaluation, subjects were asked to com-,

plete eight post-experimental items in or-
der to check their perception on the exer-
cise and the conformity factor manipu-
lated.

Performance information. Two lev-
els (positive versus negative) of per-
formance information were used. Subjects
were presented with sales and return fig-
ures both for the national average of the
dompany and the region performance
(eight quarters) that the director was re-
sponsible. In the positive condition, the
regional sales and return figures were
about 20% above the national average
while in the negative condition, they were
20% below the average. The Appendix
contains the information for the positive
condition.

Conformity information. Two le-
vels (positive versus negative} of con-
formity information were used. Subjects
were presented with information about
some of the regional director’s specific
behaviors in the past two vears. In the
positive condition, the regional director’s
behaviors conformed to the norms of the

organization and were well recejved by

other employees. In the negative condi-
tion, the regional director's. behaviors
created dissatisfaction and conflicts
among other employees of the organiza-
tion. The Appendix contdins both the
positive and negative conformity informa-
tidn. — . o :

Dependent variables.' DeNisi, Caf-
ferty and Meglino (1984) have pointed out
that the appraisal instrument may gﬁide the

pects of ratee performance, and not for oth-
ers. To aveid this problem, subjects were
asked to make decisions about a wide range
of issues involving rewards and punish-
ments. They were asked to set the percent-
age pay increase (company average =
10%), amount of bonus (range from 0 to
2000) and number of bonus vacation (range
from 0 to 6). Promotion/demotion poten-
tia] were measured by three 7- point Likert
type items that assessed the regional di-
rector's promotability, current appropriate-
ness for demotion and layoff if 15% of the
company's managerial positions were to be
eliminated. Finally, subjects were asked
to provide an overall performance rating
on a 7-point scale,

Analysis

Four post-experimental items were
designed to check the manipulation of the
performance and conformity factors.
Seven-point Likert type scale was provided
for these items. For the performance fac-
tor, the two items were: 1. “Compared to
other Regions, performance of the Region
under Davis’ (the name of the Regional
Director) is:” (response ranged from “sig-
nificantly bélow average” to “significantly
above average”); 2. Which would most
accurately describe your view of Davis'
performance over the two year peried?
(response ranged from “failing” to “im-
proving™). For the conformity factors, the
two items were: 1. “How well does Davis
conform to the norms of the compéany?”
(response ranged from “not conform at all”

to “highly confpr_mf’); 2: “How popular is-

Davis likely io be dmong his co-workers?”
(response ranged from “very unpopular” to

“very popular”). Mean ratings on these
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four items were compared. T-tests for the
two experimental factors showed that the
manipulations were successful because
significant differences (p<.05) in the right
directions were found. These effects were
similar for both American and Hong
Kong subjects because no significant dif-
ference was found between the two coun-
try groups for all the two experiméntal fac-
tors.

An examination of the intercorrela-
tions among the dependent variables
revealed a high degree of agreement
across the dimensions and a factor
analysis confirmed this with a single
factor that accounted for nearly two-
thirds of the variance. Based on this re-
sult 'scores of the seven dependent vari-
ables were standardized and a com-
posite evaluation score was created by
averaging ‘all these seven standardized
scores. The two hypotheses were
tested by MANOVA of the seven depend-
ent variables and ANOVA of the compos-
ite score.

Results

Results of the MANOVA analysis is
shown in Table 1. Results showed statis-
tically significant main effects for Per-
formance (F = 63.24, p <.01)}, Conform-
ity (F = 20.81, p <.01), and Country (F =
12.79, p <.01). The interaction effect be-
tween Country and Conformity was also
significant (F = 3.93, p <.01). Results of
the ANOVA analysis on the composite
score was consistent with this analysis.

In examining the mean scores for
the seven dependent variables and the
composite scores in the eight experimen-

" tal conditiohs, we found ocut that hypoth-

esis 1 is supported because the effects are
in the correct directions (i.e., those posi-
tive conditions have better performance
ratings). However, the interaction effect
between Country and Conformity is in the
opposite direction as predicted by hypoth-
esis 2 (i.e., the effect of Confarmity infor-
mation is greater for the American rather
than for the Hong Kong subjects). Figure

[ illustrates this interaction effect graphi-
cally.

Table 1
Results of MANOVA analysis
Interaction Effects Main Effects

AXCXP  AxC AxP CxP C P A
Hotellings F Approximation 1.60 3.93* 113 1.01 20.81** 63.24%%  12.779%*
1. Overail Performance .22 4.94% 1.76 58 35.16%%  183.7%* 1.50
2. Pay 30 3.64 03 130 20.14%%  30.26%* 723
3. Bonus 2.32 .38 64 .92 10.71%%  2014.%%* 6.81**
4. Vacation . 85 11.46%* 346 70 20.28%%  128.4*% 19
5. Promotion 22 14.86%* 20 1.51 101.4%% 105 .4%%* 2.84
6. Demotion 5.45%  4.71* .02 .04 34.44%* 72/18%*%  ART¥
7. Layoff .16 4,75% 53 1.682 25.71%% 82.68*% 56.89**

Motes: (1) A = Counlry: C = Conformity; P = Performance; (2) *p < .05; **pn < .01; (3) numbers seported are F-values
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0 - , Positive Conformity Negative Conf_o.rmny .
Positive Conformity ~ Negative C"'_‘f“r""“y (b). Negative Performance Conditions
(3. Posiive Pesformance Con€iiens . Fig. 1. Interactions of the culture and con- )
n ‘ formity information i
L i , L | i
10L ? o Appendix o oo ST
Positive Performance Information
The following information is available concerning the aggregated and average sales
- information for the 35 stores in the whole U.S.A. ' ]
1
i ' 1985-86 7
Total sales for all 35 stores -- 2 years $1,028,999,600 )

i ~ Average sales for 3 month'period $ 128,749,950 , : 7
15 Average sales per store for-a 3 month period $ 3,678,570 ‘ 15
B Average Return* per store for a 3 month period . $ 670,000 ‘ N
- Davis’ performance information for 1985-86 (his first and second year as Regional “

Director) is summarized as follows -- data are average per store for each 3 month perjod
B in Region 5. In evaluating this information, you should be aware of the fact that Region 1
5 had the same sales and return performances as the average for the company in the
B period between 1980 and 1984 {prior to Davis’ promotion). The deviation index is a -
) measure of the difference in earnings between Region 5 and the national average. Note
B that positive values indicate that Region 5 is doing better than the national average. -
201 Time Pericd ~ Sales Return* Deviation 420
First Quarter, 1985 $4,150,000 $736,000 66,000
- Second Quarter, 1985 $4,250,000 $710,000 40,000 -
Third Quarter, 1985 $4.570,000 $789,000 119,000
- Fourth Quarter, 1985- $4,650,000 $766,000 96,000 o -
' First Quarter, 1986 $4,900,000 $840,000 170,000
- Second Quarter, 1986 $5,250,000 $905,000 235,000 , .
Third Quarter, 1986 $5,500,000 $925,000 255,000
o Fourth Quarter, 1986 $5,830,000 $940,000 270,000 -
* Return = earnings before interest and taxes
25 7 125
30 _ _ : _ ' 30
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- Positive Conformity Information -

r~ Davis has seemed to fall in step with the norms of the company more quickly and -
readily than other regional directos. He is always smartly dressed and is often the center
5L of attention. He delivered an eloguent speech on behalf of the employees at a recent 45
banguet in honor of the President’s 25 years with the company. Several other vice presi-
- dents remarked to you that they were impressed with Davis. He has been instrumental -
in making the quarterly meetings of the regional directors a “fun” event. When i1 was
o his turn to coordinate the meetings, he persuaded you and the other regional directors to A
'schedule the meeting at a resort hotel away from the office and the constant distractions.

Bue principally to his initiative the meetings are now a two-day “retreat” that includes
social time as well as work time. He has been very involved in charitable activities in
his region and has encouraged his employees to get involved as well, During the past
100 Christmas season he authorized paid leave for employees who wanted to participate in 110
fundraising. Appendix Continued telethon to raise money for two children’s hospitals in
the region. He has proposed to make this an annual activity for Heeley’s employees in
Region 5.

Negative Conformity Informaiton

- Davis hasn’t seemed to fall in step with the norms of the company as readily as | ']
otherregional directors. He has continued to dress very casually; blue jeans and sneak-
ers are his customary attire. You felt compelled to reprimand him after he attended a
15| banguet in honor of the President’s 25 years with the company, in an open neck shirt and 15
no jacket (although he did change his jeans for dress pants). He appologized for any
embarrassment he had caused you, and you felt that he really was sorry; although his
attire at work did not change. He has stopped attending the quarterly meetings of the
regional directors. He generally sends a written report but has insisted that pressing
demands of the job do not allow him to attend meetings. You have heard that he feels
that these meetings are a waste of his time. He caused quite a stir in his own region last
year when he refued to authorize paid leave for the employees in his region to partici-
pate in a fundraising telthon to raise money for two chiidren's hospitals in the region; a
traditional Christmas season activity among Heeley’'s employees in Region 5. Davis
20 argued that they should do charity on their own time. ‘ 20
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Define each of the terms below in no more than 30 English words (50%):

. apprenticeship training
. campus recruiting

. career plateau

. collective bargaining

. critical-incident appraisal

ooth B W

. Delphi technique
7. halo effect

. 8. job enrichment

9. sexual harassment
10. Theory X

Answer the following questions in English (50%):

. The head of the Human Resource Department has asked that a system of evaluation

based on performance objectives be established for all positions. You have been
designated as the individual to conceptualize and design such a system and to
indicate the resources, procedures, and staff development activities necessary for
implementation. Qutline the essential elements of a préposall which will comply
with the above. ' ‘

State any three o‘rganiziation theories, which you fe;e:l,3 profvide the most divergent
perspectives for viewing organizational behavior. - Define the concepts basic to
each. Then (a) co.mpére‘and contrast the three theories emphasizing those
elements of each theory which make it significantly different from the others, (b)
identify the elements of the three theories which are common, (c) project what
would likely be the unique emphases or insights gained of organization and/or
behavior through the application of each theory to any given situation.
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