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Introduction

The purpose of this report is to introduce a project idea, and critically evaluate different approaches to performance management in the context of the organisation Mercer.  The report will critically evaluate management by objectives, self-evaluation and 360-degree feedback. Following this, I will identify the developmental needs of individuals at Mercer and propose a professional development plan of 5 developmental objectives to address individuals’ needs and expectations, in accordance with my proposed project idea. Finally. I will draw conclusions and recommend a new method of performance appraisal Mercer can introduce.

Organisation Background 
Mercer is a subsidiary company of Marsh McLennan companies and is a technical centre. This department hires actuaries, actuarial analysts, data leads, supervisors and principals to carry out actuarial valuations for health & benefit plans and pensions. Our team is carrying out a new project this year to convert all plans coding to be in excel, opposed to the former company software. This project will open the possibility for the data to be migrated into other coding languages to speed up future valuations. 

Performance Management and its importance.
The performance management aims to set goals, see them through to completion, provide feedback to improve performance and reward performance to ensure continued good performance. (Briscoe and Claus, 2008). The overall objective is to develop individuals which in turn improves the organisation. (Armstrong, 2020). Performance Appraisal is the means by which managers gain insights to conduct performance management. (Armstrong, 2022). 

The performance management cycle is characterised by four main stages, the planning, monitoring, reviewing and rewarding stage. It emphasises the need for continuous improvement. The planning stage defines the goals using the SMART (specific, measurable, achievable, realistic and timed) goal setting framework to create goals that can be tracked. (Daniels, 2021).  The monitoring phase is when the goals set are tracked, and improvements are made when issues arise. During the reviewing stage, the results of the performance are assessed for what went well and areas of improvement are identified in the results and process. Finally, the rewarding stage is when acknowledgement is given to those who performed well and, in some cases, they are given a reward for their performance. Refer to the figure 1.1 below.
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Description automatically generated]Figure 1.1. Performance Management Cycle.

Management by Objectives (MBO) 

The term management by objectives was first introduced by Peter Druker in 1955, where he introduced that there was a need for businesses to align individuals’ strengths with the organisations vision, thus giving onus on managers to put in their best effort to achieve the organisation’s goals and objectives (Drucker, 1955). 

According to John Humble (1972),” management by objectives is a continuous process”.  Humble argues that there are interdependent activities involved, which include: reviewing of strategy and tactics, explaining to managers results and performance criteria, creating conditions for results to be achieved, reviewing performance, developing training plans for self-development of managers and the use of career development and salary to increase motivation (Humble, 1972). Figure 1.2 below illustrates the cycle of management by objectives and ultimately, after the review and control phase, management development takes place where succession plans are discussed, training or pay rises/bonuses are given and promotions are made. 



Figure1.2 Management by Objectives Cycle. Adapted from (Armstrong, 2022). 

The objectives of the individual, managers and organisations that are set in the management by objectives cycle should be SMART objectives (specific, measurable, achievable, realistic, time bound) (Daniels, 2021). These SMART goals can be tracked, and success can be measured when employee’s performance is evaluated. 

Advantages of management by objectives are that the objectives of individuals and the organisation are in alignment, which allows for better intra team communication and coordination within the organisation. (Daniels, 2021). This allows for employees to have independence over their personal objectives, which leads to higher job satisfaction and increased motivation. (Daniels, 2021). Management by objectives encourages employees within an organisation to be involved in decision making and goal setting, giving them a sense of ownership over their success. Employees can better track their progress when they have quality SMART objectives, which gives guidance on milestones and key results targeted to develop and improve performance. (Armstrong, 2020).

However, there are some disadvantages of the management by objectives approach. MBO was first developed for line managers, and it emphasises quantifiable goals and tends to neglect the more qualitative goals, especially when it comes to nurturing the interpersonal relationships in the workplace. (Armstrong, 2022). This means an individual may achieve all the key performance indicators however, they introduce conflict into the social system of an organisation. Hence MBO is not a true reflection of success within an organisation. Another shortfall of the approach is that it emphasises the alignment of individuals developmental objectives with the organisation but does not consider the individuals personal objectives and needs. (Armstrong, 2022). This usually leads to a loss of motivation and less effort being put in by employees, which reduces their productivity potential. (Armstrong, 2022). 

Management by objectives allows for Mercer employees, especially the supervisors and project managers in client teams, to stay on task as the work we perform is heavily quantitative. MBO ensures that, the 1600 hours per year billable hours target is achieved and monitored effectively, this is a vital objective of the company because it is directly tied to its profitability. Mercer incorporates MBO by having weekly one-on-one meetings between all employees with their supervisors, the meetings review progress towards objectives set for the quarter or year. These meetings control and monitor the progress towards the goals set in our personal development plan from our annual performance appraisal meeting. This allows for resources to be pulled into a project team if the workload is too high, or in most cases it helps supervisors identify potential training offerings to assign to analysts. This makes management by objectives ideal for Mercer and its employees because it is data driven and numbers driven. 


Although MBO is a perfect fit for Mercer as an organisation, it has its limitations in meeting the developmental needs of employees. Mercer has an issue of high turnover within the actuarial departments. The pressure to work long hours to catch up to the billable hours target leaves no room for innovation. This leads to the loss of the brightest talent who are interested in technology. Mercer can improve this by increasing training offerings of coding trainings. Yes, they would reduce the billable hours contribution, but in the long run Mercer would retain staff and improve efficiency and productivity by integrating technology in the work processes. Also, the management setting Mercer’s goals use outdated methods, however supervisors can incorporate discussion about recommendations for process improvement and collaboration. Thus, leading to employees need for development within their roles being fulfilled.

360 Degree Feedback 

360-degree feedback, also referred to as multi-source feedback, is defined as, “the systematic collection and feedback of performance data on an individual or group derived from a number of the stakeholders on their performance”. (Ward, 1997). When the definition refers to stakeholders that includes managers and co-workers, sometimes it extends to customers. (Armstrong, 2022). Some organisations extend this method of appraisal to their managers and subordinates, because it informs leadership decisions within the workplace.  

The 360-degree feedback is the collection of data through questionnaires or asking for feedback from team members and managers. The collection of information illustrates the behaviour and performance of an individual from different points of view. (Armstrong, 2022).
Questions cover areas such as communication, team working, adaptability and organisation. (Armstrong, 2022). There is an argument on whether the feedback collected should be used for appraisal or development purposes within an organisation. 

The advantages of 360-degree feedback for an organisation are that it maximises the data collected, showcases the different perspectives of an individual’s performance and assess many areas of an individual’s performance. (Armstrong, 2022). According to Fletcher (1998), 360-degree feedback draws on multiple sources and gives a broad of picture of an individual and a more accurate representation off their performance. This is an advantage as it reduces bias and potential discrimination, which can arise is more top-down approaches to performance appraisal. (Heathfield, 2022).

A disadvantage of 360-degree appraisal is that it is time consuming to collect the data and process it, if software is not utilised. (Heathfield, 2022). This becomes costly and makes it complicated to get through performance appraisal. Another setback is they may not add value if not incorporated into performance plans such as personal development plans etc. (Heathfield, 2022). Similarly, the nature of questions asked in the questionnaires may not produce substantial feedback if they are not specific in addressing key areas of interest. This means the information will help draw conclusion, however they will not contribute to developmental goals especially in fields where work is technical in nature. A fear of loss of relationships inhibits employee’s ability to deliver criticism. (Peiperl, 2001).

For Mercer 360- degree feedback is the most effective as most analysts work on 6-8 different client teams and most of the time with different people, some in office and others remote. Due to the busy nature of work, when you wrap up a project you barely communicate with co-workers or get feedback. The annual performance review meeting involves receiving feedback at all levels from a co-worker, supervisor, project manager, data lead and principal; they all must be from a different project. This gives a well-rounded view of the work of individuals, across projects of different complexities, some are collaborative, and others are independent projects. The feedback often results in constructive feedback, assignment of new trainings, in some cases reassignment and discussions on career progression. This works for Mercer given the complexity of the organisation structure, communication and the intense nature of the technical work carried out. The feedback serves to match up the following years teams with the best suited team members for efficient project management. 

Although 360-degree feedback is the best feedback method to identify the needs of individuals in Mercer, it falls short in addressing the specific areas, as it asks open ended questions. Whilst some employees provide thorough and substantial feedback, other employees do not engage as much and provide minimal feedback. An improvement would be to add bullet points of specific areas to address in response to the questions. This will provide more data for supervisors to draw conclusions from and provide constructive feedback and reward outstanding performers. 


Self-Evaluation

Self-evaluation, which is also referred to as self-assessment, is defined by Armstrong (2022) as a process employees undergo, it involves reviewing their performance following a set structure in preparation for a performance review interview. (Armstrong, 2022). Self-evaluation involves looking at your successes, areas of improvement, causes for discrepancies, the resources lacking to perform and additional commentary on objectives or relationships. (Armstrong, 2022). 

Advantages of self-evaluation are that defensiveness is significantly lower when an individual critiques themselves. (Armstrong, 2022). Conducting a self-evaluation prior to meeting for a performance review creates a healthy environment to exchange constructive criticism, as employees would have identified areas of improvement and weaknesses. (Heathfield, 2019). Self-evaluation allows for a more balanced discussion during the performance review meeting, as both parties are contributing to the appraisal. (Armstrong 2022). This approach to performance management is advantageous for the organisation as it provides insights into employees want and needs. (Heathfield, 2019). So, organisations can better improve efficiency and find what motivates their employees, or what is not working.

Some limitations of self-evaluation occur when employees fear expressing their views of dissatisfaction towards the manager or company in fear of retaliation or loss of relationships (Peiperl, 2001). This creates a barrier in the communication, as employees may want to complain of having no support or a lack of resources to provide the standard of work required. Also, vice versa, if management want to disagree with employees rating of their competencies, it may result in conflict. (Armstrong, 2022). Another drawback is employees awarding themselves high ratings in areas they are not strong in and managers having to reconcile with the employee to make a more realistic rating based on actual performance. This makes self-evaluation an approach that must be handled with care, because comments made in disagreement may be perceived as an attack.

For Mercer self-evaluation serves as the first phase of the annual performance review performance, as you fill out a questionnaire and develop a personal development plan for the upcoming year. Self-evaluation is especially critical for employees to express their views and it allows for a holistic approach to evaluation, as it looks at career progression, actuarial exam progression and a review of project teams you have worked on. This improves Mercer’s ability to anticipate job dissatisfaction and identify developmental needs to better retain staff and improve motivation. (Armstrong, 2022). 

Limitations in the self-evaluation approach are in some employees over, “estimating their abilities,” (Armstrong,2022). This can skew the data from a questionnaire software as it cannot be manipulated one an individual competes the survey. As mentioned above self-evaluation should be considered to guide part of the conversation in a performance review but not dictate the developmental objectives set entirely. 





Professional Development Plan 

Based on the above-mentioned project I have set 5 developmental objectives for the organisation and its employees to ensure the successful completion of the project. 

	Development Objectives
	Priority
	Activities to be undertaken
	Resources
	Target Start Date 
	Target End Date
	Criteria for Success 

	Develop strong and concise communication in Mercer
	important 
	Speech, communication activities at work and identifying barriers in communication
	An empty room, finance, computers, professional speaker
	02/06/2022 
	03/09/2022
	Once a month (for 3months) workshops with professional consultant

	Develop a training program for coding enthusiasts.
	Very important
	Training in R code language and excel macros to assist in data conversion.
	Meeting room, finance, instructor (in house data leads)
	02/07/2022
	02/12/2022
	Weekly check ins with supervisor about conversions completed. 3 conversions per week. It will cut overtime hours

	Emotional Intelligence Training
	important
	Supervisors trained on identifying employee dissatisfaction and changes in behaviour.
	Trip for workshop, Transportation, Lunch and Finance 
	08/08/2022
	10/01/2023
	Monthly Day off for workshops. Weekly meetings checklist identifying potential stressors for each subordinate. 

	Rotation Program: Work on 6 client projects that have different scopes. To improve expertise.
	Very important 
	Rotation of staff teams so employees work on new exciting projects.
	Supervisor to reassign teams, training hours (10 hours non billable ) 
	01/08/2022
	01/08/2023
	Monthly survey submission on experience on each project. Quarterly gathering to discuss rotation program successes and setbacks.

	Monthly Wellbeing Check ins
	important
	Monthly discussions regarding satisfaction with role, work and processes
	All staff conference room,2 hours non billable hours.
	01/06/2022
	01/09/2022
	Contributions are collected and addressed immediately in effort to reduce staff turnover.




Conclusion
In conclusion, Mercer’s performance management system comprises of a mix of management by objectives, 360-degree feedback and self-evaluation. This mix serves best in addressing the complex nature of Mercer’s organisational structure, many project teams, the complexity and range in the job role. Mercer manages to identify key areas of improvement and take actionable steps towards improving them. My project of changing how we process data would tackle the issue of a lack of technology and improve job satisfaction and free up more time for employee’s personal development objectives.

However there exists some gaps in Mercer’s performance management cycle, this is in the rewarding phase. Mercer only increases salaries upon completion of an actuarial exam. However, the intensity of the work hours and demanding work, analysts are left without time for career development opportunities. Also, Mercer does not improve their technology to speed up work despite employees urging senior management for the changes. All the above coupled with no reward in compensation for hard work increase employee job dissatisfaction and a high turnover rate. 

Recommendations
I recommend Mercer introduces individual pay related performance, which encourages compensation for good performance. Mercer can decide to reward individual productivity, teamwork productivity, departmental productivity and/or overall organisational performance. (Tanuja, n.d.). For the sake of my recommendation, I propose individual or team productivity as the criteria, based on hours cut off the expected project time at least 15%. The company can offer lump sum bonuses as they are cheaper than pay rises, once a year following performance appraisal. (Tanuja, n.d.). However, supervisors must undergo training to track closely people who are making those gains on a weekly basis, to ensure accuracy in disbursements at year end.

Benefits of this include conversion of poor performers into good performers given the incentive. (Tanuja, n.d.). Also, it will improve staff retention, as existing good performers will feel rewarded for their hard work.
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