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ABSTRACT

Most Chinese enterprises have set up Performance Management Sys-
tems today. However, these systems aren’t running effectively nor are their
result as good as expected. Quite a few problems and disputes still stand in
the way. While most studies on Performance Management have been focu-
sing on the meaning of performance, design of performance indicator and
methods of performance evaluation, only a few researches concern the result
of Performance Management System and factors which influence the sys-
tem. This paper aims at summarizing the insufficiency of Enterprise Perform-
ance Management System, investigating how it is formed, identifying the
influencing factors, sequencing the result with surveys and finally contribu-
ting to a theoretical Performance Management Model which can be refer-
enced by enterprises to improve the effectiveness of their performance man-
agement activities.

In this paper, we bring forth a new definition of performance and Per-
formance Management based on practical experience and summary of related
theories on Performance and Performance Management. According to sub-
stantial reports of research institutions and the author’s working experience,
we identified key problems of enterprise Performance Management inclu-
ding; 1) Misunderstanding against the purpose of Performance Manage-

ment, narrowed the main objective on compensation and ignored the prima-
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ry objective of performance improvement, which leads to the limitation of
applying a full assessment result.2) Lacking of necessary management
knowledge to evaluate the importance of Performance Management, the sys-
tem is thus not setting up as corporation strategy oriented, which leads to
the imperfect association between the Performance Management System and
rest segments. 3) Dissatisfaction among most enterprises due to ineffective-
ness of Performance Management System. A just KPI and an objective as-
sessment are still considered the most challenging part in establishing a good
system.

Beyond above analysis, this paper further identified three factors
which affecting the running effectiveness of Performance Management Sys-
tem, they are management system and corporate culture, the interaction
between managers and staff, performance management system. Among
which the interaction between managers and staff stands for the most impor-
tant factor counting 50% in total weight while the other two weights each
counted for 25%. So if managers want to improve the effectiveness of Em-
ployee Performance Management, it is suggested not only focusing on the
Performance Management System, but also paying attention to the interac-
tion of managers and employees and management system and corporate cul-
ture. A theoretical model is established to appraise the effectiveness of the-
Employee Performance Management System, expressed as E =f (0. 25¢,
0.5p, 0.25s), in which the effectiveness of Employee Performance Man-
agement System equals to f (0. 25 * management system and corporate cul-
ture; 0.5 % managers and employees; 0.25 #* performance management
system) . The purpose of the model focuses on solving the fundamental

problem in the process of Performance Management, a lot of details are

L



