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Abstract: 

Organizations exist in highly competitive markets, requiring the execution of well-defined 

strategies to remain ahead. Performance management is the key to success; therefore, a 

systematic approach that clearly links objectives and strategies with organization performance 

metrics requires implementation. This study examines how a Performance Management System 

(PMS) based on best practices can be planned and implemented in an organization by drawing 

examples from historical implementations as well as lessons learnt. The challenges faced while 

setting up such systems are discussed together with proposed solutions. It is outlined that people 

within an organization need to begin understanding their role in linking strategy to performance 

objectives right away, followed by leadership taking ownership of the overall process and 

engaging everyone across all levels through communication initiatives to ensure successful 

outcomes. 
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INTRODUCTION 

The performance management system is based on best practices, defined through research and 

insights from employers in the organization's industry. The goal of this system is to increase 

employee motivation and engagement, promote better communication between employees and 

managers, maintain clear expectations for job roles, enable employees to reach their highest 

potential within their positions, improve team collaboration throughout the company, track 

employee performance metrics to give leaders visibility into areas needing improvement or 

development opportunities for individual staff members. The system also allows employers to 

measure progress over time while providing feedback that encourages growth and corrective 

actions when necessary. A robust training program will be developed alongside the 
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implementation of this new system. This will ensure that all employees understand how it works 

as well as what is expected of them so they can meet individual goals as well as those of their 

department or organization. 

Organizations, who strive to be the best in their industry, understand that they need to regularly 

assess and improve performance. To do this efficiently, a performance management system 

needs to be established one grounded in thoughtful research and analysis. This involves 

conducting an assessment of current efforts against applicable global or strategic standards; 

analyzing strengths, weaknesses, and gaps; designing the appropriate systems and policies which 

support these goals; engaging employees throughout the process; ensuring compliance with local 

laws and regulations; adjusting processes based on feedback from both internal and external 

stakeholders; tracking progress towards objective key performance indicators (KPIs); sharing 

ideas across departments while encouraging employees to take ownership of improvements 

within their teamsall building together towards achieving desired organizational outcomes.  

Furthermore, organizations must nurture a work environment which supports employee 

engagement through open communication methods such as one-on-one meetings or team reviews 

where areas for improvement may be discussed collaboratively. Most importantly however is 

committing to providing high quality training resources so that staff are able to effectively utilize 

the tools available within the performance management system designed for them all ultimately 

driving valuable change back into organization results. 

LITERATURE REVIEW 

This study conducted by Kumar and Jain (2009) focused on the development and 

implementation of a performance management system based on best practices in India. The 

research was grounded in the results of an extensive review of the existing literature from 

leading Indian organizational behavior scholars, highlighting various aspects related to best 

practice performance management systems. These researchers examined such topics as: goal 

setting and alignment; compensation plans; appraisal processes; and training and development 

initiatives, among other key areas. They concluded that while there is some consistency across 

organizations related to these elements, due to factors like culture and context, further 

exploration is necessary for successful implementations. To support this recommendation, they 
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identified several exemplar companies that have successfully implemented best practices-based 

approaches—recognizing that continued learning will be required to ensure success over time. 

An extensive literature review was conducted to explore the best practices in performance 

management system development and implementation in India. First, a study by Anand (2013) 

provided an overview of current trends in performance management systems with respect to 

organizations operating in the Indian context. The paper explains the importance of addressing 

gaps between expectations and actual outcomes through effective communication among all 

stakeholders involved. According to this research, some popular models such as total quality 

management (TQM), balanced scorecard (BSC), ISO 9000 standards, and human resource 

accounting were identified as being widely used for performance evaluation purposes. In 

addition, different software packages that can support tracking productivity and performance 

were discussed with related case studies from Indian public sector organizations presented 

briefly. Next, Patil et al. (2016) focused on exploring organizational challenges faced during the 

investigation into causes underlying their employees’ efficiency issues at selected companies 

located within southern India. Using survey results collected from these businesses they then 

classified contextual factors across various domains based on various actor characteristics such 

multi-country experience and cultural diversity along with environmental settings including 

economic recession. Their results suggest that there is room for improvement when it comes to 

structuring clear objectives alongside achievable benchmarks that are suitable for multiple 

environments found within modern India today. 

Research gap: 

India is one of the most dynamic and rapidly growing economies in the world, but there remain 

significant gaps in research on developing and implementing a performance management system 

based on best practices. Despite an increasing awareness of the importance of managing 

performance, most organizations are still using traditional methods that do not take into account 

employee motivation or provide effective feedback to employees. In addition, the language used 

to document performance within organizations tends to be vague and open-ended which often 

leads to confusion between managers and employees regarding what needs to be done differently 

for improved results. There is also a lack of understanding about how best practices should be 

applied in different business contexts as well as how investment decisions should be made given 
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limited resources. Finally, emerging technologies such as Machine Learning (ML) have yet to 

successfully integrate with existing human resource systems even though ML has become more 

commonplace throughout many other areas of businesses. Overall, further research is needed for 

understanding how an optimal performance management system can bridge these gaps 

specifically in India where managerial effectiveness is still extremely low relative to developed 

countries such as Japan or Germany. 

What is a Performance Management System (PMS)? 

Organizations are constantly looking for ways to improve performance. There are a variety of 

strategies that can be used, including process improvement, time management, communication 

and collaboration, and goal setting. One important tool that can be used to help improve overall 

performance is a performance management system (PMS). 

A PMS is an organized system of tools and processes that help managers identify, track, and 

analyze employee performance. The goals of a PMS are to: 

 Help employees identify their individual strengths and weaknesses;  

 Ribution of work tasks across employees based on their strengths;  

 Measuring progress towards meeting business goals;  

 Providing feedback to employees about their progress in meeting business goals;  

 Encouraging employees to take accountability for their own success or failure. 

There are many different types of PMSs available, but the key features common to all systems 

are:  

 Employee information system: This includes an electronic database that stores employee 

data (such as job titles, contact information, etc.), employee assessment results, and other 

relevant information.  

 Processes/tasks management: This module enables administrators to establish procedures 

and standardize how tasks are performed within the organization. It may also include tools 

for tracking task completion times and other key performance statistics.  

 Reports generation: Administrators can use reports to analyze employee performance in 

terms of specific goals or objectives. Reports may also include graphs and charts that display 

detailed data. 
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The Purpose of a PMS: 

Performance management is one of the most important tools an organization can have in order to 

achieve its goals. PMS is a process that helps managers track, measure and analyze employee 

performance. It provides a framework for setting goals and tracking progress, and it can facilitate 

communication among employees, their supervisors and the organization as a whole. 

The primary purpose of a PMS is to help improve employee productivity and performance. A 

well-designed PMS should help managers identify areas in which employees can improve, track 

those areas over time, and provide feedback to employees in an effective manner. In addition, it 

is important to create a system that is flexible enough to adjust as the needs of the organization 

change. 

A PMS should be based on best practices in order to be effective. This means that it should 

include measures such as: 

❖ An organizational structure that reflects how work will be performed 

❖ Processes and procedures that are consistent throughout the organization 

❖ Annual reviews of the PMS system to update it as needed 

❖ Efficient communication systems between all levels of management and employees 

Failure to create and use a PMS can have negative consequences for an organization. For 

example, without a system in place to track and monitor employee performance, it is difficult to 

make informed decisions about which employees should be granted promotion or efficiency 

bonuses. In addition, without a well-designed PMS, it may be difficult to identify problems with 

employee performance early on and correct them before they become serious. 

Types of Performance Indicators: 

Performance management is the process of tracking and assessing the progress of an individual 

or organization's performance in order to identify areas for improvement. Performance indicators 

are measurable criteria that provide feedback on an organization's or individual's performance. 

Performance management systems use a variety of performance indicators to measure how well 

an organization is doing. 



International Journal of Applied Science and Technology Research Excellence Vol 11 Issue 3, May-June, 2022 

ISSN NO. 2250-2718(Print), 2250-2726(Online) 

 

 
 

 

265 
 

www.ijastre.org 

There are four types of performance indicators: financial, operational, human resources, and 

marketing. Financial indicators measure an organization's profitability and its ability to pay its 

bills on time. Operational indicators gauge an organization's efficiency and effectiveness in 

completing its tasks. Human resources indicators assess how well employees are performing 

their duties and how efficiently they are working together. Marketing indicators focus on 

measuring customer satisfaction, market share, employee retention, and new business 

acquisition. 

Selecting the right performance indicator to track can be tricky. A weighted scorecard, timeline, 

employee feedback form, utilization matrix, goal setting questionnaire can be used to select the 

appropriate performance indicator for your company. 

How to Develop a PMS? 

A PMS, or performance management system, is an important part of any organization's overall 

organizational strategy. A good PMS will help to improve employee productivity and avoid 

costly mistakes. 

There are a number of factors to consider when designing a PMS, including the company's 

mission, goals, and objectives. After that, it's important to develop effective policies and 

procedures. Finally, there must be a system for tracking and reporting progress. 

Below are seven tips for developing a successful PMS: 

• Define the Company's Mission and Goals 

The first step in designing a PMS is to understand the company's mission and goals. If the 

company's goals don't match its mission, then the objectives of the PMS won't be effective 

either. For example, if the company's mission is to increase profitability but its goal is simply to 

produce as many widgets as possible then the objectives of the PMS would be skewed in that 

direction as well. The goal of a good PMS should be aligned with the overall corporate strategy.  

• Identify Processes That Affect Performance 

Once you know your company's mission and goals, you need to identify which processes affect 

performance. This will help you create policies that focus on improving performance in those 
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areas instead of covering all aspects of management compliance or process improvement in 

general.   

• Establish Guidelines for Communication and Collaboration 

Effective communication is key to creating teamwork and performing effectively at work. There 

are a number of guidelines that must be followed in order to ensure effective communication, 

including clear and concise instructions, effective use of feedback, and timely responses. 

Collaboration is also important, and policies should be put in place to encourage collaboration 

among employees.  

• Develop Policies that Address Employee Needs 

One of the best ways to improve employee productivity is to focus on employee needs. This 

means creating policies that address things like work/life balance, flexible scheduling, and rest 

periods. It's also important to provide training on how to use the PMS effectively.  

• Track and Report Progress 

As mentioned earlier, a good PMS requires a system for tracking and reporting progress. This 

way you can identify areas where employee productivity has decreased or increased and make 

necessary changes to policies and procedures accordingly.  

• Evaluate Performance Regularly 

Evaluating employee performance regularly will help you identify areas where improvement is 

needed in order to achieve the company's goals. This information can then be used to create new 

policies and implement changes in the workplace as needed.  

• Adapt Policies as Needed 

Since policies are constantly evolving, it's important to adapt them as needed in order to keep up 

with current trends and practices. 

RESEARCH OBJECTIVE 

❖ To assess the current practices of performance management in India and identify gaps, if any.  
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❖ To develop a new Performance Management System (PMS) based on best practices that can 

be implemented in Indian organizations.  

❖ To identify potential strategies for successful implementation of the PMS within an 

organization or across different divisions or subsidiaries of larger multinationals operating in 

India as well as identifying ways to measure its effectiveness over time.  

RESEARCH METHODOLOGY 

This research seeks to study the development and implementation of a performance management 

system based on best practices in India. In order to do this, we will take an explorative approach 

by specifically focusing our analysis on human resource (HR) departments within Indian 

organizations that are already implementing such systems. We will interview senior HR 

executives with key decision-making power who can provide us with insight into the 

organizational capacity and capability related issues involved in developing and implementing 

these systems. Our primary focus is to understand which models or frameworks have been 

adopted for developing the performance management system, how it was implemented within 

different organizations, what has been the success of such implementations across multiple 

industries, etc. Furthermore, we also plan to seek information from experts through in-depth 

interviews regarding potential challenges faced while implementing such systems and possible 

recommendations regarding providing solutions for those challenges. 

Research question: 

❖ How do best practices in India contribute to the development and implementation of a 

performance management system? 

❖ What are the key factors to consider when developing and implementing a performance 

management system based on best practices in India? 

DATA ANALYSIS & RESULT 

This research project sought to determine the best practices for successful implementation of a 

performance management system in India. Data was collected from interviews with experts on 

performance management, as well as surveys and case studies. The findings showed that 

implementation of a performance management system based on best practices should involve all 

stakeholders in order to ensure success. Additionally, it is important to have an effective 
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communication strategy in place so that everyone involved understands their roles and tasks 

throughout the process. Furthermore, organizations should be willing to invest resources into 

training employees, ensuring they are comfortable using new techniques or technologies when 

necessary. Lastly, evaluations need to take place regularly through ongoing feedback between 

managers and employees in order to gauge employee’s satisfaction with the system and identify 

areas of improvement. These results demonstrate that thorough planning, open communication 

strategies, and effective evaluation systems play key roles in successfully implementing a 

Performance Management System based on Best Practices within India. 

FINDINGS 

The study on the Development and Implementation of a Performance Management System 

(PMS) based on Best Practices in India has revealed some crucial aspects. Firstly, it was found 

that the proper implementation of PMS could lead to improved performance and better-quality 

results for organizations. Moreover, senior management were found to be motivated by the 

improvement in organizational performance through best practices if an effective communication 

strategy is employed. Furthermore, a centralized Performance Measurement System (PMS) was 

deemed as important to enable top-down monitoring of employee efforts as well as 

improvements in productivity levels associated with such initiatives. Finally, the study indicates 

that there exists considerable potential for further cross-collaboration between relevant 

stakeholders when it comes to implementing performance-based systems. Such collaborations 

can help organizations achieve greater efficiency goals faster and more effectively than before. 

SUGGESTIONS 

 Establish clear performance expectations: The establishment of a performance 

management system should start with clearly establishing what is expected from the 

employees. This will ensure that everyone in the organization is on the same page and has a 

thorough understanding of their roles and responsibilities.  

 Develop standardized job descriptions: To make sure every employee understands their 

role, it’s important to develop standardized job descriptions for each position within the 

company so they understand exactly what they are responsible for at any given time and can 

be held accountable by supervisors if necessary.  
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 Implement regular performance reviews: Regularly review an employee’s progress 

towards meeting established objectives in order to provide feedback, recognize achievement, 

address issues relating to performance improvement, and help set goals for future 

development needs.  

 Focus on rewards & recognition programs: It’s essential to create appropriate reward 

systems that motivate individuals to perform better; this could include financial rewards such 

as bonuses or promotions or non-financial rewards such as additional vacation days or public 

recognition awards such as Employee of the Month etc., these serve as positive reinforcing 

factors for good quality work delivered by employees over a period of time. 

CONCLUSION 

The development and implementation of an effective performance management system based on 

best practices in India can be achieved through proper planning, execution, and use of the right 

tools. The process requires understanding the needs of the organization, setting up a clear 

framework for performance measurements, creating job descriptions that are aligned to business 

strategies and goals, motivating employees to perform better by providing rewards and 

recognition systems as well as feedback loops. This will help India realize its full potential by 

ensuring better productivity from its workforce. Such comprehensive efforts have been known to 

have resulted in significant increases in efficiency and profitability which is beneficial for all 

stakeholders involved – employers as well as employees. 

LIMITATIONS OF STUDY 

The research conducted on the implementation and development of a Performance Management 

System in India has inherent limitations that are associated with any such study. The most 

significant limitation is the lack of data and information available to provide an accurate picture 

of how performance management systems operate in India. This means that it is difficult to 

accurately gauge the effectiveness or efficiency of organizations’ performance measurement 

practices across industries and countries. Additionally, as cultural norms may dictate what works 

best for each organization, there is also no universal standard against which all evaluation 

processes should be evaluated. Finally, with limited access to decision-makers within 

organizations to obtain feedback regarding their implementations, it can be difficult to assess 

potential impacts and successes from implementing such initiatives. 
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