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[bookmark: _Toc18090]Executive summary
This report analyzes the problems of performance management in Chinese banks. The shortfalls of performance management includes the followings: 1) There is no audit process after a full performance review cycle. 2) There is neither independent project initiation audit nor post-audit results publicity and disclosure. 3) Banks only carry out relevant investigation and reflection after the problems are exposed, which has a certain lag. The impact on the management efficiency of Bank of China is mainly reflected in the following aspects. First, the enterprise's overall goals and performance indicators are separated. Second, the target-setting standards of different departments are not clear. Third, the implementation of performance tracking is disconnected from the grassroots. Fourth, performance management links are not closely connected. In order to ensure that the whole optimization process is in line with Bank of China's development strategy and its development objectives, this report proposes some recommendations on the improvement of its performance management system in the following aspects. First, qualitative indicators should be used as little as possible when determining the assessment standard values of individual and departmental indicators. Second, the assessment department needs to pay attention to the whole assessment process. Third, it should make sure that the goal values are positive motivators. 
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[bookmark: _Toc14442]1.0 Introduction
The performance management of commercial banks is based on the interest and responsibility community formed by bank managers and employees as the main body. In terms of the direction of the bank's efforts, the managers and employees reach an agreement to jointly promote the bank's working departments and employees to achieve the expected performance, and then the performance drives the bank's goals. This report analyzes the problems of performance management in Chinese banks. This report mainly includes three parts. The first is the introduction of the company. The second is to analyze the problems of performance management in Chinese banks. The third is to advise the Bank of China on how to improve its performance management.
[bookmark: _Toc27377]2.0 Organisational overview
Bank of China is a state-owned bank with financial operations in more than 60 countries and regions. Bank of China has 11,605 institutions and employs more than 300,000 people. By the end of 2021, the total assets of banks of China reached 26.72 trillion yuan and the after-tax profit reached 227.3 billion yuan, up 10.85% year on year (Bank of China, 2023). The Bank of China has its own special HRM department, which is responsible for the formulation of personnel management system. Bank of China adheres to the core concept of "people-oriented" in HRM, fully arouses people's enthusiasm and improves people's quality. It takes people's initiative to promote the development of enterprises as the purpose of reform, establishes a development platform for employees to achieve career achievements, and realizes the organic unity of bank value maximization and employee personal value maximization. In the current performance management, it has a performance management leading group to organize the operation analysis of the business department during the performance period and evaluate it on an annual basis.

[bookmark: _Toc15540]3.0 Main discussion
[bookmark: _Toc18775]3.1 Priority area
The priority area that Bank of China needs to improve is performance management. In the current performance management, the indicator discussion is organized by the Human Resources Department and jointly developed by the performance pay management leading group. The discussion contents include macroeconomic situation during the performance period, the development stage of the head office, the focus of operation, the application of indicators of the managed units, the definition of indicators and the verification of correlation coefficients, etc. The current performance management system of Bank of China is generally in line with the current development of Bank of China (Bank of China, 2023). However, employees are not satisfied with the performance management process implemented by Bank of China. Employees generally believe that although there is a performance plan and formulation, as well as a performance appraisal process, the process management is somewhat chaotic and the appraisal system construction needs to be improved. The reason for it will be discussed in the following section.
[bookmark: _Toc9179]3.2 Current shortfalls
The shortfalls of performance management includes the followings: 1) There is no audit process after a full performance review cycle. 2) There is neither independent project initiation audit nor post-audit results publicity and disclosure. 3) Banks only carry out relevant investigation and reflection after the problems are exposed, which has a certain lag. 4) In the setting of the total score of performance assessment indicators, in order to ensure the enthusiasm of the front desk business and encourage the expansion of business, the front desk department has the bonus points for breaking the performance target, while the background functional department has the upper limit of performance (Bank of China, 2023). This kind of differential treatment leads to background staff's dissatisfaction with performance management.
[bookmark: _Toc16503]3.3 Impact 
The impact on the management efficiency of Bank of China is mainly reflected in the following aspects. First, the enterprise's overall goals and performance indicators are separated. Theoretically, the performance target indicators should be formulated in combination with the strategic objectives of the enterprise. However, the strategic objectives of different departments in the organizational structure are not clear enough, and there are deviations in the process of layer by layer decomposition (Ozturk & Coskun, 2014). The goals of the department are basically formulated according to the current work content, and the specific goals of the employees are either divided or determined according to the responsibilities of the department, or are formulated according to his work content, which are not formulated in the context of the overall strategic goals of the enterprise (de Waal & Coevert, 2007). Specifically, the indicators of the positions of tellers and operation managers remain unchanged for many years without the task decomposition and adjustment of the most basic employees according to the change of strategic goals.

Second, the target-setting standards of different departments are not clear. As for the Bank of China, the setting of performance objectives is not clear enough, and the task decomposition is not precise enough. Only a few employees clearly know the purpose of performance appraisal. Since different departments of the Bank of China have different demands for performance appraisal, different assessment management departments have different assessment standards. Thus, there is some confusion in the process of setting standards and management (Fogelberg & Griffith, 2000). Some departments are trying to solve the problem of compensation allocation, some departments are trying to better guard against financial risks, and some departments are trying to solve the problem of employee management. Due to this wrong understanding, the performance appraisal mechanism is difficult to play the role of baton.

For example, most of the front desk business departments are financial or risk quantitative indicators such as revenue, deposit and loan indicators, defect rate, settlement amount and net average AUM. However, the KPIs of background departments are mostly qualitative indicators, the evaluation criteria are not clear and quantified, and the definition is fuzzy. The office procurement center realizes the procurement system online as an indicator. In the actual situation, as long as the system is online, the index will get full marks. However, how the function of the system is implemented online, whether it is convenient for employees to use, whether the work flow is simplified, whether the follow-up training is in place and so on, are related to the completion of the work (Masum et al., 2016). It is not easy to get a perfect score from a live application or a system page.

Third, the implementation of performance tracking is disconnected from the grassroots. Considering how much control they have over the business and how best to present their personal performance, managers tend to use the information system as a tool to view and collect information about the performance of their employees (Mokaya & Kipyegon, 2014). However, employees began to worry that after the bank implemented the assessment and supervision mechanism, the system would backup and record employees' working behaviors and working hours throughout the whole process, making employees in a stressful working environment throughout the whole process. Some managers also set minimum business standards for specific positions, such as account managers contacting clients by phone no less than 10 times a day. Once there are fewer than 10 person-times, the system will report back to the department head. There is no denying that the system can effectively track business data, but the system is also rigid. Sometimes, in order to complete the tasks distributed by the system, the account manager wastes the time of face-to-face communication with the customer (Rasiah, 2010). Often, face-to-face communication is more effective than telephone communication, which will bring great psychological pressure and even resistance to the staff. In addition to the customer managers, the system will also record the counter staff's daily deposits and withdrawals and other business processing workload. If employees are lazy at work, it is easy to be found. Instead of enjoying the convenience brought by the system, employees will be psychologically excluded, which will have a negative impact on the whole performance management. 

The performance tracking mode of Bank of China is implemented according to the plan formulated by the human resources Department of the head office. However, since the established branches are scattered in different cities and regions, each city is in different competitive environment and there is a certain gap in the level of regional economic development. Therefore, performance tracking cannot be balanced with urban local characteristics, and conflicts are more significant (Shawtari, 2018). Even in the same city, the corresponding performance tracking of different positions cannot be adjusted appropriately, because different positions are different, even under the same economic conditions. In addition, in the current performance management program, the performance monitoring and tracking mechanism is too strict and rigid. Bank of China usually tracks performance through daily and weekly reports, which wastes time and manpower, and employees have some resistance (Karr, 2005). The information system is relatively backward, and there is no sound and reasonable performance supervision mechanism, so the performance management system loses fairness.

Fourth, performance management links are not closely connected. At present, the whole system has completely included all parts, and each branch content meets the current requirements of the Bank of China on performance management. However, the closeness of these links is insufficient, and the separate operation cannot be organically combined, which reduces the consistency of the whole assessment (Chen et al., 2008). Each department is divided into boundaries, and collaboration between departments is not effectively stimulated. Each department stands on its own point of view, sometimes sacrificing the interests of other departments to complete the task. It often can not realize the maximization of interests, but local interests maximization. This affects the overall business development and the coordinated development between departments, and reduces the overall efficiency of the bank.
[bookmark: _Toc7637]3.4 Benefits 
From the above analysis, the performance management system implemented by the Bank of China has a large room for improvement. Bank of China needs to build a reasonable assessment management system. For individuals, this optimization shortens the performance management cycle. In accordance with the principle of transparency and openness, the relationship between the KPI of department heads and ordinary employees and the KPI of the department will be clarified, and the open management mechanism will be established to improve the fairness of performance management (Gafoor et al., 2018). In the performance application stage, the optimization will apply the management results in many aspects, not only in salary and performance rewards, but also in employee growth mechanism, talent echelon training, staff training and so on. It is integrated into different processes to ensure performance feedback and application and to apply performance management results more directly to talent echelon development (Epure & Lafuente, 2015). Personnel training relies on the performance management program covering multiple dimensions and more complete management.

China's financial industry has entered a period of reform and adjustment. The reform of financial elements such as regulatory environment, interest rate liberalization, financial opening-up and financial institution restructuring all require the optimization of the post-performance management system. For other stakeholders, the optimized performance management system is just suitable for the operation mode of the Bank of China, which enabled the rapid development of the Bank of China. This enables Bank of China's other stakeholders to gain more benefits from the company's development. For example, governments can get more tax revenue and consumers can get better services.
[bookmark: _Toc1302]4.0 Conclusions
The priority area that Bank of China needs to improve is performance management. Employees generally believe that although there is a performance plan and formulation, as well as a performance appraisal process, the process management is somewhat chaotic and the appraisal system construction needs to be improved. The shortfalls of performance management includes the followings: 1) There is no audit process after a full performance review cycle. 2) There is neither independent project initiation audit nor post-audit results publicity and disclosure. 3) Banks only carry out relevant investigation and reflection after the problems are exposed, which has a certain lag.
[bookmark: _Toc18033]5.0 Recommendations
As an important execution system of the internal management of the Bank of China, the optimization of performance management will directly affect many links of the bank of China's management. In order to ensure that the whole optimization process is in line with Bank of China's development strategy and its development objectives, this report proposes some recommendations on the improvement of its performance management system in the following aspects.

First, in order to improve the operability of performance appraisal scoring, qualitative indicators should be used as little as possible when determining the assessment standard values of individual and departmental indicators. If qualitative indicators are used, communication should be increased. When setting the standard value of performance appraisal, the department should make full use of the key index method to prepare and define the specific standard and direction of each work content, and at the same time do a good job in face-to-face communication to explain all assessment content one by one until all understanding and confirmation (Walker et al., 2011). In addition, the human resources department should give full consideration to the deviation of each individual's understanding ability, and it is better to prepare clear and detailed indicator analysis tables to describe each indicator in detail, so as to avoid differences between everyone on the assessment results in the future.

Second, the assessment department needs to pay attention to the whole assessment process, respectively compare the target value of the performance indicators with the real value of the actual implementation, find the difference between the two, and find some targets and standards that are not in line with the actual development. Especially at the beginning of the implementation of performance appraisal, it is difficult for superiors (including departments and individuals) to carry out the appraisal requirements of subordinates because they have not actually handled the work of subordinates. This requires certain control in the process (Chai et al., 2016). Only after these processes are controlled, can large deviations occur in the annual assessment judgment, such as the status quo of "nowhere to check, nowhere to correct, and no door to tell", which will ultimately have a great impact on the performance results of departments and individuals, and then affect the effectiveness of performance assessment.

Third, it should make sure that the goal values are positive motivators. Target values are set to have a positive effect, so it should no set them too high or too low. However, in the case of incomplete information symmetry, the department that sets the target cannot fully understand the situation. For newly emerging tasks and goals, if there is no historical data to refer to, the strategic planning within the line should be referred to, or self-setting and self-pressure should be encouraged (Ho & Zhu, 2004). Since the tasks and indicators are different every year, comparative analysis can be carried out through the open data of the industry or verification can be carried out through internal and external auditing. 

In the process of these improvements, the Bank of China will also encounter some difficulties. First, the KPI indicators of Bank of China are approved by the Board of directors and formulated uniformly by the head office. This improvement is a reform of the performance management system, but such a reform will face various resistance. For example, how to get the approval of the board of directors is a difficult process, which requires the HRM department to make a lot of research and demonstration of the effectiveness of the improvement. 

Second, due to the different levels of economic development in different regions, it is difficult for the headquarters to fully incorporate the actual local operating environment into the basis for formulating performance standards, such as the geographical location, regional environment and GDP of each region, resulting in the lack of a certain scientific nature of KPI indicators. 

Third, the formulation of performance goals needs to understand the real thoughts of employees. But collecting, summarizing, and analyzing employee ideas is a costly task. It may also interfere with employee privacy issues. To this end, the HRM department needs to explain the relevant situation to all employees, so that all employees can know the change of indicators, understand and support the modification of indicators. 

Fourth, as a matter of fact, it is difficult to quantify the work performance of the back-office functional department of the bank and some functional positions of the administrative department. To some extent, the qualitative indicators will be evaluated subjectively, which makes the employees question the fairness of the results. 
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