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Abstract
According to Armstrong and Baron (1998), Performance Management is both a

strategic and an integrated approach to delivering successful results in organizations
by improving the performance and developing the capabilities of teams and
individuals. The term performance management gained its importance and popularity
in the1980’s when the competitive pressures in the market place started rising. This
is when organizations felt the need of introducing a comprehensive performance
management process into their systems for improving productivity and performance
effectiveness. Performance management can be regarded as a continuous process
of managing the performance of people to get desired results. Performance
management is beneficial to major stakeholders of an organization by clearly
describing what is supposed to be done for attaining certain desired goals. However
focus on performance management may be fruitless without the existence of

effective implementation, proper organizational design and management systems.
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DEFINITION OF CONCEPTS

Performance Management System (PMS) - Describes and represents the process of
performance planning, monitoring, measurement, review and reportingof an
organization.Objectives - The general outcomes to be achieved through actions or
activities.

Performance measurement - Involves determining the extent to whichobjectives are
achieved through developing indicators and linking them to targetsand related
standards.

Impact - Refers to the changes and consequences that result from specificactivities
or achievements; intended and unintended, assessed in terms of thecontribution
made to the achievement of a general goal.

Monitoring — Is to monitor progress towards achieving the objectives.

Performance indicators —refers to yardsticks used to assess achievement of results;
bothquantitative and qualitative aspects.

Qualitative and quantitative measures - Quantitative measures indicate "howmuch"
or "how many"; qualitative measures indicate "how well".

Balance Scorecard - an aid in creating a "balance" among various
developmentsfactors to be considered when the focus is on performanceoutcomes.
Business unit- may mean a single department, region, section, or power station.

Key performance area- means a key area of business performance in qualitative
terms (example: Energy availability; return to shareholder; customer satisfaction;
people development). In someareas in Eskom, the term “KPA” (as used in this
document) corresponds to a “balanced scorecardperspective”.

Key performance indicator- means a measure that quantifies business performance
in terms ofthe KPA. It is an indicator measuring the desired outcome of the KPA
intent.

Multi-rater feedback-means the concept of obtaining feedback on employees’

performance froma number of different role players in the work environment. The
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feedback is typically obtained fromsubordinates, peers, superiors, and customers.
Also referred to as 360-degree feedback.

Line of sight: means the principle whereby organisational goals are cascaded down
to individuallevel and are translated into KPAs and KPlIs in an individual employee’s
performance contract.

Individual development plan: means individual plan listing development priorities—
bothimmediate and future — to enhance competence in a person’s current job as well
as for futureprogress in the logical career path.

Individual performance contract: means a contract between employer and employee
listing theKPAs and KPIs and is drawn up for a period of one year.

Weightings-mean the weight given to an output in a performance contract to indicate
theimportance of that output relative to the other outputs.

Source of evidence-means the evidence that an employee shall produce in order to
prove that he/she has satisfactorily performed the agreed output to the specifications
required.

Performance enhancement programme-means a structured and monitored
interventiondesigned to support employees in improving their performance to meet
agreed performancestandards.

A senior person:-means the next level of management above the immediate
supervisor/manager. The immediate supervisor/manager is the person to whom the
employeesreport in terms of the structural reporting relationship.

Internal representative- is a fellow-employee appointed by the employee to assist
him/her.

Controlled disclosure-controlled disclosure to external parties (either enforced by law

ordiscretionary).
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1 RESEARCH DESIGN AND METHODOLOGY

1.1 INTRODUCTION

This section describes the methodology that will be used in conducting the research.
The sample selected, data collection method, data analysis and the limitations of the

research will be discussed in detail below.

1.2 RESEARCH DESIGN

This research will be qualitative because the writer wants to understand the situation
from Eskom Finance’s perspective and as such the research will be interpretive,
naturalistic and phenomenological; qualities that will benefit the Finance department
and the researcher. The fact that qualitative research tries to approach reality without
preconceived ideas and pre-structured models and patterns gives rise to new and
realistic important information for the Finance department. The need to interpret
meaningful human actions also necessitates the use of this research topology. The
population to be used is small and as such the researcher has time to deeply
understand and question the respondents. This type of research yields results that
can be helpful in pioneering new ground in Eskom business. It is very difficult to
understand the chaotic business environment of today using variables especially for

a big corporate like Eskom.

1.2.1 Population and Sampling

The source of information shall come from Finance in Capital Expansion department
Division of Eskom. The research will be conducted through a questionnaire preceded
by an introductory letter clarifying the purposes and objectives of the entire project.
The sample consists of 15 managers from different finance departments. Among this
group of division, the researcher contacted managers (include finance director
officer) directly in order to select a list of divisions prepared to cooperate with the
research. The survey will be carried out by sending a questionnaire during April.

The researcher will sample the department by selecting from all band levels because
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of Eskom’s big organizational size. The use of the sample is necessary because of
time constraints from the researcher’s point of view. This method will not be

expensive as the practitioner researcher is within the organization already.

1.2.2 Data collection methods

The researcher will mainly use primary data as he will question and interview
employees in the Finance department. However if the researcher does not get
satisfactory levels of responses a request will be made to use achieved data of
projects that were done to improve performance as a source of information. The
reason for relying primarily on primary data is its element of being unbiased and
being original .Secondary data will be used contingent to factors of time constraints

and low response rates.

1.2.3 Methodology and Instruments

An English questionnaire will be used as a first instrument as it gets information from
respondents in a non-threatening way for all objectives. A questionnaire is a method
of obtaining specific information about a defined problem so that data, after analysis
and interpretation, result in a better appreciation of the situation at Eskom. A pilot
questionnaire will be issued to identify questionnaire problems like layout and

wording.

1.2.4 Validity and Reliability

a) Reliability

Data will be gathered by the same interviewer and this naturally can lead to
consistency issues. This issue will also be addressed by data collection
method as the researcher plans to use one data collection method (survey
questionnaire) .A pilot test will be done before the major research to review
and improve data collection processes.

b) Validity
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The data will be collected at Eskom by the researcher who is in the
environment and is able to use common sense to check the validity of data
being given. By doing a literature review the researcher will be able to validate
data against prior research. Survey data collection method will be used as a

way of triangulating to check consistence and validity of data.

1.2.5 Ethical considerations

The researcher will not profit from data collected from Eskom Finance department.
On designing the questionnaire the GM Finance will be consulted to check sensitivity
of information. No bribe will be offered for any activity during this research.

1.2.6 Honesty

The researcher will honestly report data, results, methods and procedures, and
publication status. The researcher will not fabricate, falsify, or misrepresent data and

will not deceive colleagues, granting agencies, or the public.

1.2.7 Objectivity

The researcher will strive to avoid bias in experimental design, data analysis, data
interpretation, peer review, personnel decisions, grant writing, expert testimony, and
other aspects of research where objectivity is expected or required. The researcher
will avoid or minimize bias or self-deception and will disclose personal or financial

interests that may affect research.

1.2.8 Integrity

The researcher will keep promises and agreements and act with sincerity; strive for

consistency of thought and action.
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1.2.9 Carefulness

Careless errors and negligence will be avoided. . The researcher will keep good
records of research activities, such as data collection, research design, and

correspondence with agencies or journals.

1.2.10 Openness

The researcher will share data, results, ideas, tools, resources and be open to

criticism and new ideas.

1.2.11 Respect for Intellectual Property

The researcher will honor patents, copyrights, and other forms of intellectual
property. The researcher will not use unpublished data, methods, or results without
permission. The researcher will give credit where credit is due and proper

acknowledgement or credit for all contributions to research and never plagiarize.

1.2.12 Confidentiality

Researcher will protect confidential communications, such as papers or grants
submitted for publication and personnel records.

1.2.13 Responsible Publication

Researcher will publish in order to advance research and scholarship, not to
advance just for her own career and wasteful and duplicative publication will be

avoided.
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1.2.14 Responsible Mentoring

The researcher will help to educate, mentor, and advise employees. Promote their

welfare and allow them to make their own decisions.

1.2.15 Respect for colleagues

The researcher will respect her colleagues and treat them fairly.

1.2.16 Social Responsibility

Researcher will strive to promote social good and prevent or mitigate social harms
through research, public education, and advocacy.

1.2.17 Non-Discrimination

Researcher will avoid discrimination against colleagues or students on the basis of
sex, race, ethnicity, or other factors that are not related to their scientific competence

and integrity.

1.2.18 Competence

Researcher will maintain and improve her own professional competence and
expertise through lifelong education and learning; take steps to promote competence

in finance as a whole.
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1.2.19 Legality

Researcher will know and obey relevant laws and institutional and governmental

policies.

1.3 SCOPE AND LIMITATIONS
1.3.1 Limitations

The researcher will not be able to get information that Eskom Finance General
Manager will classify as confidential. Time and the availability of resources i.e.
executives to interview and answer questionnaires are regarded as the limiting
factors for this research. The findings of this study may not be generalized to other

organizations.

1.4 14.2 Data Collection

The data collection tools that will be used in the research will consist of
questionnaires. The questionnaires will be sent to the senior Finance managers and
business managers as well as to other employees in the organizations. The
interviews will help the author in getting more descriptive answers to the questions

that could not be included in the questionnaires.

1.4.1 Data Analysis

The data collected from the questionnaires will be thoroughly analysed and
compared to the data collected from previous studies. The analysis of data will be in
the form of examining, categorizing, ranking and comparison of the findings to

previous research findings.

1.5 Data collection period

1 Month
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1.6 Assumptions

The study assumes that all respondents will be very knowledgeable about
Performance management and are intelligent enough to understand the questions.
No training shall be given about performance management principles. Respondents

answer the questionnaires with integrity and honesty
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1.7 Work plan including timetable

Milestone Start Date
Introduction to research Problem February 2012
Foundation of the study February 2012
Review of the literature March 2012
Research Methodology March 2012
Analysis and Findings March 2012
Critical reflection March 2012
Conclusion and recommendation April 2012
Editing April 2012
References April 2012
First draft of Thesis April 2012
Proof reading May 2013
Final draft of Thesis May 2013
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2 Background to the Core Research Problem

2.1 INTRODUCTION

This dissertation sets out to evaluate the effectiveness of PerformanceManagement
Systems for the Eskom Holdings Company. The system provides a framework for
determining how to manage and facilitate the performance of employees through a
results-driven approach that is collaborative, transparent, and fair.
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2.2 Background

Performance management in Eskom is regarded as a strategic process and an
integrated approach. The process involves an on-going dialogue between the
supervisor and the employee for setting goals which are achievable and contribute
in the direction of fulfilment of the organizational goal. The main objective is to
proactively manage employee’s performance for accomplishing organizational goals
by attaining a desired level of performance. It is linking the performance plans of an
organization with the strategic vision and identifying the major performance
indicators and Key Result Areas (KRA’s) for enabling the employees to achieve the
expected outcomes for their organization.
Eskom performance management process broadly involves three stages and these
are:
1. Goal setting and motivation which should be normally done in the beginning
of the session.
2. Encouraging stage which is normally undertaken when the employees get
involved in the process of pursuit of the assigned task.
3. The final stage is the stage of rewards and consequences which is applied
after the completion of a task.
Performance management is always a forward planning process which is
developmental and facilitative in nature as it involves the team leaders and the
employees in a joint process of decision making for fixing smart targets. It aims at
breeding performance orientation in the employees for developing high performance
organizations. The entire process involves identification, evaluation and development
of the work performance of the employees through effective management practices
like continuous coaching, feedback and regular communication. The process
includes the following stages:
= Work planning and defining expectations
= Monitoring performance
= Developing the weak performance areas

= Performance rating
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= Rewarding good performance
The performance management system in Eskom aims at continuous development of
the staff members and recognizing their contributions, assessing the future potential
and also the development needs which may be professional as well as personal and
facilitating a shared understanding of mutual accountability through giving and
receiving feedback. 360 degree feedback is performed which means feedback is
elicited from multiple sources on key performance areas of the employees which are
competency, behaviour and attitude, values, work life balance, major achievements
and areas of improvements. The performance management process in Eskom
passes through the following stages:

1. Identification of the Key Result areas both at the organizational level and the
regional/unit level.

2. The staff members settle their work compacts which are derived from the
KPI's in the departmental level and also from the framework of their job
descriptions. These outputs are laid down each year for the following year.

3. After defining the outputs, the staff members describe the key performance
indicators which may also include some qualitative dimensions which can be
measured in quantifiable terms and ultimately form the basis of assessment
for the appraiser.

4. Identification of those set of behaviours and attitudes which are critical for
effective performance.

5. Annual review of performance of the staff members against the plans and the
behavioural dimensions which is done in a structured format and also the mid
reviews are performed at the regional or the departmental level.

6. ldentification of training needs of the staff members followed by finalization of
a new action plan for the ensuing year.

In Eskom, performance development is treated as a continuous process and a lot of
importance is given to the feedback mechanism. Performance management
embraces Eskom’s stated values and seeks to ensure fairness, objectivity, and
consistency, while allowing sufficient flexibility to create the appropriate climate for

positive interaction, communication, and feedback regarding individual performance.
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2.3 PROBLEM IN CONTEXT

Eskom Holdings has a performance management system in place, However there
are several challenges that remain to be addressed about performance management
at Eskom. Concerns have been raised regarding the effectiveness and objectivity of
performance management in Eskom. There is a lot of confusion and fears about the
link in areas of evaluation objectives, developmental objectives, promotions,
incentives and career development without threatening the relationship between
superior and subordinate. The credibility of the system remains in question. A fair
and transparent reward mechanism is the major drawback that employees have no
clarity on how management go about allocating it. Furthermore employees have no
trust in their superiors that performance management is not used as punishment for
personal differences and it is used for managing employees out of the department or
organisation. Employees also feel that performance management in Eskom is a one
way communication instead of promoting a two way communication system between
the supervisor and the subordinate. Employees have observed that goal setting does
not happen at the beginning of the year but later when incentives are due for pay out
i.e. performance management in Eskom is primarily seen as an annual event, a form
completed prior to the end of the financial year. The form is filed and in most cases
will not be touched again until the next review the following year. The performance
appraisal may or may not be referred to at the annual pay review. Therefore the

study will discuss the effectiveness of performance management at Eskom Holdings.
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2.4 RESEARCH OBJECTIVES

The proposed study will determine how Performance Management (PM) can be
successfully implemented to be effective to achieve and maintain high quality
performance at Eskom. This objective will be fulfilled through the achievement of the
specific sub-objectives detailed below:

1. To assess the match between motivation and the use of performance
management activities.

2. To study the role of performance management in Eskom Holdings

3. To study the effectiveness of high performance management at Eskom

4. To discuss the impact of high performance management on the employees of
Eskom Holdings

5. To assess the performance management quality criteria
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The diagram below shows the relationship between the research objectives and the

research questions:

How is Eskom using performance management
systems?

What are the problems and potential in

To study the role of performance management in
Eskom Holdings

To study or assess the problems/challenges that

performance management? matches the motivation and the use of PM.

How is performance management implemented? To study or assess the implementation of high

performance management at Eskom

What are the strengths or weakness of To assess the impact of high performance

management on the employees
performance management system?

What are the pre- requisites of performance To assess the performance management quality

criteria
management?

What is performance management?

FIGURE 1: THE LINK BETWEEN THE RESEARCH OBJECTIVES AND
CHALLENGES

2.5 THE PURPOSE of the Study

The significance of the study is to find ways of motivating employees towards
achievement of superior standards of work performance. The study will identify how
to boost performanceof employees. The aim is to find ways of promoting a two way
system of communication between the supervisors and the employees for clarifying
expectations about the roles and accountabilities, communicating the functional and
organizational goals, providing a regular and a transparent feedback for improving
employee performance and continuous coaching. The need for this research was

driven by employees’ lack of confidence in performance management systems in
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Eskom Holding. The research will identify the barriers to effectiveperformance

management.

2.6 Research Questions

The proposed study aims to answer the following research question:
How can Performance management be enhanced in such a manner that it is

effective and satisfactory to employees at Eskom?

The following research sub-questions will be addressed to resolve the research
question:

e How is Eskom using the performance management system?

e What are the problems and potential in performance management?

e How is performance management implemented?

e What are the strengths or weakness of a performance management system?

e What are the pre- requisites of performance management

These research questions will be addressed by a literature review; surveys; and

prototyping.

2.7 RELATED RESEARCH

Internationally, an infinite number of research projects inthe field of performance
management and best practices for organisational performance have been
undertaken forparastatal organisations. This includes a range of terms extending
from the 1950's, known asbenchmarking, to the current context where the balance
scorecard has been put on theperformance agenda. The emphasis for increased and
accountable performance of private or parastatal companies is currently on the
foreground, because companies are now responsiblefor executing duties in the form
of developmental outputs. This seeks to ensure thatservices are effectively rendered

to citizens. In research undertaken ofprivate companies performance, Michael
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Schaeffer (2000:7), states: "The annual budget should,therefore, be an estimate of
the inputs, such as labour and materials, which are required toproduce a given
output." To enable companies, to achieve their goals by measuringtheir
performance, Schaeffer established that they need to set Key Performance
Indicators(KPI's) to check that their programmes are on track and that resources are
being usedoptimally. Schaeffer also indicates that: "Performance information is
primarily a management, transparency and financial accountability tool rather than
for example a mere budgetaryinstrument." Improved effective and efficient services
delivery thus requires performancemanagement. In this context performance
management implies the planning, monitoringand measuring of service performance.
In performance management, the companies establish service objectives and
monitors performance towards the attainment of thoseobjectives.

The Final Report on Performance Management, submitted by UNICOM: 2001,
indicatesthat organizational performance cascades vertically. The report states inter
alia:"Performance is the measurement, assessment and feedback process for
monitoring theachievement of goals and objectives of the organization, unit or
individual. Performancemanagement ensures the alignment of an individual's actions
with organizational goalsand objectives. It reinforces the organizational direction
through clearly articulated valuesand rewards and creates a shared understanding of
the organization's and of eachindividual's objectives." The report further states that
this may involve translating abalanced scorecard of performance measures, for
example, into a "concrete set ofmeasurable indicators" that cascade through all
levels of the organization. The outcomesof the introduction of this new dimension, is
to assign personal accountability forachieving organizational objectives and to
"provide focus on a balanced set of measuresin key performance areas. “An
indication from this report is that the introduction of a balanced scorecard, as a
modelwithin a Performance Management System, produces a method for reaching
agreementson where an operation should be heading and for making sure that it
stays on course. Asthe term implies, the scorecard is an aid in creating a "balance"
among variousdevelopment factors to be considered. Olive, et el., (2000:7), states in

this regard that:
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“The balanced scorecard concept is based on three dimensions in time: yesterday,
todayand tomorrow. This implies that what we do today for tomorrow may have no
noticeablefinancial impact until the day after tomorrow." The focus is thus broadened

and it is morerelevant to keep a continuous watch on non-financial key ratios.
Figure 1 below indicatesa traditional input - output model before the introduction of
the balance scorecardconcept to illustrate how goals and measures may be placed

along a causal chain, fromresource input to the effects obtained.

Figure 1: Traditional input - output model

EFFECT

EFFECT

RESULTS
RESOURCES OPERATIONS

EFFECT

Source: Adapted from Olive, Nils - Goran, et el., 2000, Performance Drives - A
Practical Guide to using the Balanced Scorecard, John Wiley & Sons Ltd.

Olive (2000: 8) believes that what is actually meant is the reflection of cause and
effect, or some kind of identified priority: a higher reported profit, a better reputation,
or adiminished environmental impact, for example. The conclusion is thus, that
several ofthese effects will, in turn, influence the organization's future operations and

become akind of input for the operations of the subsequent period.

Good scorecards aim to combine outcome measures with performance drivers. It

hasbeen said that, with a balance-scorecard concept, a richer picture of reality
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replacesfinancial responsibility and financial control. In this context, Olive, et el.
(2000, 12)states: " Not that monetary measures have become less important, but
there must be- astrive for balance when grading reflects a balance among several
important elements ofperformance." It is therefore important that the scorecard be
seen not only as a record ofresults achieved, but also equally important that it is
used to indicate expected results. Inaddition to the guideline stipulations guiding
performance management frameworks, thebalance scorecard is a model, within a
PMS that is used by certain larger companies in South Africa.

Some reasons for introducing performance management as pointed out by Rashied
(1999:25) can be outlined as:

* "Provides clarity about who is responsible and accountable for ensuringobjectives
are achieved and with whom, by when, and what the expectedoutcomes are;

» Clarifies what is expected of individuals, teams, and other organizations that
arecontributing to delivering shared priorities;

 Importantly, it provides or allows feedback to individuals and teams and to
Shareholders and stakeholders;

* Demonstrates to interested parties that best value is being achieved;

» Enables effective use of limited resources;

* Improves communication between stakeholders and shareholders.

* Leads to development and training for those who are charged with making things
happen.”

There are several key challenges for performance management, according to
Rashied(1999:21). The first is how to involve employees and customers in
measuring performance. Theinvolvement of employees and customers is a true
reflection of parastatal organisation integrity in makingitself more relevant to
customers. The other challenge is that when a performance gap hasbeen identified
at an organization level, organisation managers need to understandhow to switch
resources from other areas and lever in resources to bridge theperformance gap.
Lastly, there is a need for investment in new financial management andgeographical
information systems in order for managers to measure performance moreaccurately,

on a frequent and regular basis, and on different levels.Supplementing the definition
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for performance management that Rashied provides, theBritish Local Government
Management Board (1994) has provided a description ofperformance management
as: “A means whereby accountability for contributing to the organization's strategic
and/oroperational objectives is allocated to employees and where these
contributions aremeasured objectively. The outcomes are thus used to inform
decisions about the further objectives and needs of the organization and its
employees. The outcomes must matchwhat members want, introduce or reinforce a
performance culture and improve quality ofservices to customers."

Elaborating the key performance indicators to which Rashied referred, Nayyer-
Stone(1992:42) considers four primary types of performance indicators: input;
output, outcome and efficiency. In general, input indicators address the amount of
resourcesused in providing a service, whereas output indicators describe the
activities undertakenin providing a service. The advantage of input/output
performance measures is that datais readily available. These indicators however,
only provide limited insight into whethergoals have been achieved.
Outcome/effectiveness indicators are used to evaluate the quality and effectiveness
ofServices. These indicators provide an indication of how effectively customer’s
services are provided, but according to Nayyer - Stone (1992: 43), they are often
difficultto use due to the inability to determine a direct correlation between the
services providedand the results measured. The final type of indicator is efficiency,
which relates inputs to units of output oroutcome, referring to what was achieved, for
example, the cost of electricity distributed to a household. It can be concluded that,
when efficiency indicators are used over time, they provide evidence of
productivitytrends. Figure 2 below defines the four primary types of performance

indicators.
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Type of Indicator Definition Example

Input indicator Measure of resources e Equipment

employed needed

e Employees
required

e Supplies used

Output indicator Quantity of services e Number of
provided projects
e Number of classes

e Number of people

served.
Effectiveness/outcome | The degree to which e Percentages
indicator intended objection of the increased in
service is being met electrification
lines

Figure 2: Primary Performance Indicators.

Source: Adapted from Harry P. Hatry, 1997, How Effective isyou’re Services?
Washington DC. : The Urban Institute.

The Manual on Performance Management (May 2001) outlined that
performanceindicators are a management tool for providing assistance in making
performance-baseddecisions about strategies and activities. This introductory guide
indicates that theseindicators simply define how performance will be measured along

a scale or dimension.

This dissertation aims to research a simulation of best practices with regard to
Eskom performance management. The fundamental reasons are to determine the
effectiveness of Performance management to establish the link that exists between

performance management and job compacts, motivation, rewardsand ultimately,
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seeks to develop an effective performance Management that will enable employees

to stay focused and motivated and not feeling discriminated.

2.8 Research Methodology
The research approach for the study is in the form of case methodology by means of

anin-depth description and explanation of the specific phenomenon within the
context of aspecific reality and environment. One of the reasons for using this
methodology is quotedby Helen H Perlman (1957: foreword), when she says: "The
operations of casework areessentially those of the process of problem-solving." The
problem statement indicatesthat Eskom has a Performance Management System in
place that issub-optimal and does not drive performance. This methodology aims to
develop aproposed system that reflects the ability to accommodate employees’
expectations and shareholders compact while, at the same time, ensuring a practical
mechanism that drasticallyimprove performances in Eskom. This methodology aims
to ensure that alogical application and decision-making is used throughout the
investigation. This issupplemented with Kaufman's (1944: 230) statement that
research methodology is thetheory of correct scientific decisions. A quantitative
outcome is anticipated in the sensethat research is undertaken in such a manner
that the outcomes of the research may beintegrated into the Eskom's current system
for measuring performance. Eskom Finance Divisions will be used as the Business
Unit of analysis because the researcher is a Finance employee manager. Also, an
in-depth literature study to provide the theoretical contents will be undertaken.
Primary data is to be collected fromrepresentative Divisions, such as:

e Finance Division

e Distribution

e Transmission
This will be done in the form of unstructured interviews, with the aid of
questionnaires. Secondary data is to be collected from:
Human resources division that envisages the new developmental role required
fromEskom in South Africa, and a literature review on Performance Management

(books, internet, and articles),International research outputs as well as reports
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relating to Eskom or parastatals. Thiswill serve as the historical analysis of the

reform mechanism under research.
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3 COMPANIES APPLYING PERFORMANCE MANAGEMENT
SYSTEMS IN SOUTH AFRICA

3.1 INTRODUCTION

In the context of South Africa, the social dynamics that influence the
performancemanagement systems of parastatals differ notably from those of
developed countries. The same core principles, however, motivate the need
forimplementationof an efficient system. The purpose of this chapter is to devise
suitable performancemeasures, with appropriate programme monitoring and service
performance. Theproposals are made against the background of the results of three
companies of private and parastatal organisations where viable systems are in
place. The findings and recommendationsemanating from this research will inform
the proposal of a PMS for the Eskom Holdings Company.This chapter collates
information about the utility of performance measures in private or parastatals
companies. Thesecompanies have extensive experience in devising
measurementsthat endorse decision-making, provide material for presentations to
the public and data to decision-makers, and to assess and evaluate programme
results and outcomes. Hence thereasons why the companies selected in this chapter
include DBSA, Transnet and Telecoms. Reference is also made to other companies
that have benefited fromperformance management systems, to learn from their
experience of how to rectifydeficiencies and to ensure improvements to their
developmental programmes.This chapter seeks to establish the link between Eskom
performancemeasurement and monitoring, while minimal focus centres on the more
complex, analyticexercises, such as performance auditing and programme

evaluation.

3.2 BACKGROUND TO SOUTH AFRICANREFERENCE
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In aSouth African context, the 1990s were characterized by an extensive focus
onperformance of parastatals at all levels. This was due, inpart, to the demand made
by directors and shareholders for accountability. Theoutcome of this confirmed that
performance monitoring and reporting could address andimprove public confidence
in government by informing citizens about the use of their tax money and the results
achieved in public programmes (Benowitz& Schein, 1996).Several national
organizations, such as the Governmental Accounting Standards Board

(1994), the American Society for Public Administration (in 1993), and the
GovernmentFinance Officers Association (in 1994) encouraged expansion of
measurements to supportdecision-making, reporting, and management (GASB,
1994; Tigue, 1994; Epstein &Olsen, 1996).The international public administration
literature contains much advice on how to useperformance measurement to
demonstrate accountability. (Epstein, 1988; GASB, 1994; Ammons, 1995;
Holzer&Halachmi, 1996). This literature however contains little practical data on how
specific governments have used performance measures tosupport program
monitoring, service performance improvement and reporting, or theeffect of such
use. Despite the supported advantages of using performance measures, themaijority
of companies and local entities have not systematically developed and
usedperformance measures (GASB/NAPA, 1996; de Lancer, 1997).Where local
governments have implemented performance measurement, consensus onwhat
constitutes an excellent PMS, is lacking (Legislative Commission on
GovernmentAdministration, 1994). Walters (1997:11) indicates that the provision of
detailedinformation on PMS that relates to development, implementation, and use of
information produced, could assist companies that initiate the process of developing
effective performance measures. Without detailed information, there is little to guide
companies’ effective implementation of performance measurement processes. ltwas
found thatincreased in-depth understanding of existing performance measurement
systems and useof measures provide guidance for those shareholders and
employees that plan to develop and useperformance measures in the future
(Waiters, 1997:14).
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Questions to be answered from these case studies are outlined below. They aim
toprovide the basis for the system this dissertation ultimately aims to develop. They
are:

|. How Eskom performance measurement models, systems, orapproaches support
use of performance measures in evaluating program results?

2. How Eskom use performance measures for decision-making, program monitoring
and service performance, and to communicate and reportresults?

3. How directors or shareholders perceive the usefulness and quality of
performancemeasures, and how are performance audits and evaluations used to
enhance thevalidity and usefulness of results information?

Basing the investigation on four criteria, the researcher selected the specific case
studies. First, the selected company has a long history of using performance
measures. This enables a better understanding of evolutionary issues that Eskom
performance measurement user’s experience. Second, company demonstrate that
performance measurement systems are designed to encourageintentional (e.g.,
planned) use of performance measures, with the understanding thatunintended
effects occur (unpredictability will definitely be experienced). Third, the shareholders
selected have the approach of involving multiple departments andagencies, rather
than single agency or programmatic use, the result of on-goinginvestigation into
developing performance measures (Berman, et al., 1999). Theseselected areas of
exploration, also investigate the use of a variety of different types ofperformance
measures, including outcomes, outputs, workload, efficiency, effectiveness,and
explanatory measures (Berman, et al., 1999). Finally, given the qualitative nature
ofthese case studies, the analysis of the literature indicates that access to selected
companies, interviewees, and archival documents is critical when the implementation
ofperformance for this company is initiated. This ensures that proper data is in
placebefore performance management is undertaken. The emphasis on acquiring
anddisseminating detailed information by these shareholders is well developed,
which hasa secondary purpose, simultaneously, to promote transparency and to

promote employees’ awareness.
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The threecompanies selected are overally not representative of parastatalsin South
Africa, or private companies that have extensive histories of usingperformance
measures to support companies’ processes and accountability. Only,because of the
experience of companies, the researcher anticipates thatdetailed analysis within
each company and, summary analysis across the studies,helps clarify factors

affecting the use of performance measures.

3.3 MEASUREMENT MODELS SUPPORTING EVALUATION OF THERESULTS

In two of the threecompanies, DBSA and Transnet, readily available models clearly
illustrate the intended uses of performance measures,including monitoring and
evaluation of results and outcomes. In Figure 3, Ford (1998) indicates that the
DBSA model provides a linkage between community-levelbenchmark goals and
program-level key results.

STRATERGY
PROGRAMMS
STRATERGY
KEY RESULTS PROGRAMMS
STRATERGY
KEY RESULTS PROGRAMMS
STRATERGY

VISION

KEY RESULTS STRATERGY

PROGRAMMS
K—— STRATERGY

BENCHMARK

[
ﬁ

KEY RESULTS

It is argued that evaluation and performance audits are critical to
DBSAorganisation’s efforts to demonstrate the logical link between government
programs, private sectorefforts, and achievement of community goals. At the same

time, performance measuresare used to monitor programs, track high priority
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programmes (benchmarks), andhighlight areas that may need further, more
sophisticated analysis. As can be seen in
Figure 4, Carlson, 1998, indicates that performance measurement is part of an

overallsystem of data-driven processes in order to measure results.

Figure 4

Proven o
Promising
Practices

Qutcome Evaluation

Process Evaluation

Monitoring (Performance Measurement)

—

Data Systems

In Transnet (Figure 5), Company staff has developed public presentations oftheir
managing-for-results process, so a clear cyclical model (Marshall, 1998) hasevolved.
Monitoring and evaluation mechanisms are in place throughout the process
ofincreasing performance in order to determine any flaws in all project cycles and
thisencompasses transparency for the purpose of employee satisfaction. The focus
of Transnet system is on strategic and program planning to define employees
basedoutcomes, followed by a resource allocation budget process to align resources
withstrategic goals. Alignment can be made in this instance with what Shareholders
compact andPerformance Management Systems aim to achieve through

shareholders-identified priorities. This is followed by a deliberate effort to evaluate
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results by surveying employees, gathering employees input on services,
performance reporting, and evaluations of department heads, aswell as selected
performance audits. This is followed by a feedback loop in which evaluative results
are used to guide strategic planning efforts. The process of graphically depicting a
model or framework in the two companies was madesomewhat easier because both
incorporate a variation on the managing-for-results theme.In this theme a strategic
plan is developed, department and programme missionstatements and goals are
created, and measures are used both to determine progresstowards goals and to
prioritize resources in achievement of those goals. As pointed outabove, service
delivery is followed by a very deliberate effort to evaluate results. Themodel has
proved a useful tool for communicating the vision for implementingperformance
measurement, and for demonstrating a conscious effort to incorporate use
ofperformance measures systematically into one or more private companies’
process. The model also promotes transparency that is supported by employee-

based outcomes and a budgetprocess to align resources with strategic goals.

Figure 5 follows!...
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The graph emphasizes that, between outputs ultimately, and the evaluationprocess
where it will be determined to what process in the cycle, redress remedies need tobe
directed in order to achieve an improved performance. This may be
anywhere,individually or collectively, between the strategic plan, program planning or
the budgetprocess. To some extent all of the companies provide examples or
evidence indicating companies’ attention to accountability for results and processes.
DBSA andTransnet have comprehensive measurement systems that, by design,
support a variety of processes. The Transnet system of usingperformance measures
to monitor strategic initiatives, guide the budget process, andallocate resources to
produce specific strategic results, shows a clear organizationalconsciousness for
accountability and strategic alignment of plans. DBSA'sprogram-driven focus on
achieving a limited number of high priority results showssensitivity to how
measurement promotes shareholders and employee’s activism andachievement.
Telkom has arguably been the leader and benchmark for considering employees
perceptions in establishing performance levels, designing programs,
anddemonstrating accountability with public reports. This is an important directive for
thePMS that the researcher aims to develop, as it fulfils the requirement
ofemployee’s participation. Telkom has been monitoring performancemeasures, but
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during the 1990s the Company reinvented the way it monitors performance, inorder
to focus attention on achievement of shareholders-identified priorities .Winston-
Salem has recently shown sensitivity to employee’sperceptions ofefficiency and
effectiveness with establishment of the employees Efficiency ReviewCommittee, and
has been a leader in using performance measures for delivery level benchmark
comparisons. This substantiates the importance of employee involvement in
establishing performance measures that can eventually be publicly reviewed and
from an international perspective suffice our requirementand prove to be an effective
component in increasing Eskom performance.The wide range of uses of
performance measures, and the bureaucratic-proceduralinfrastructure changes, to
support use over time, is worth noting.Inthis research,performance measurement is
not a repeatedly failing exercise (Perrin, 1998). It is acontinuous process with certain
aspects and uses emphasized for a time, until Directors and shareholders

authorities' systems and efforts evolve to another stage of development.

3.4 PERFORMANCE MEASUREMENT QUALITY CRITERIA

A conclusion may now be made that the quality of performance measures is critical
inestablishing the credibility of measurement processes, and therefore critical to
theconfidence shareholders may have in using measures to assess and
evaluateprograms. Inthese studies, performance measurement quality criteria were
based on four quality characteristics. (Ammon’s, 1996; CAP 1998; GASB, 1994,
Hatry, et al.,1987; Tuck &Zaleski, 1996). All companies valued measures that were
(a) clear,comprehensible, and understandable; (b) results-oriented; (c) useful; and
(d) valid,verifiable, and accurate. As part of the quality criteria, it was also found that
performance review to determine thelevel of success, extensively conducted in
DBSA, Transnet, and Telkom, was critical to establishing the validity and accuracy of
measures.Analysing whether, company programs should take credit or be held
accountable forless successful results, requires evaluations and audits to examine
logic models, andaccounts for factors that influence results and outcomes. These
specifications hopefullysatisfy the criterion of logic in the model that the researcher

aims to develop. Thesecriteria are a useful starting point to verify the quality of
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performance measures. Even inthese three, very sophisticated, companies, formal
mechanisms such as audits andreviews to ensure the quality of measures, are not
routinely performed, but, instead areconducted to the extent that limited audit or
evaluation resources allow. The researcher puts less focus on auditing purposes
when developing the model in orderto avoid the complexities that are coupled with it,
as well as inadequate availability ofinformation. For the purpose of this proposed
model, within a quality assuranceframework, the researcher aims to keep it simple
and logical because of the exploratorynature that encompasses performance

measures within identified goals and objectives.

Table 1 is an indication of the evidence that is extracted from the
companies’processesthat incorporate performance measures within these
threecompaniesthis tableprovides cross-cutting information about whether, and in
some instances, how, the three companies, incorporated use of performance

measures within other specificcompanies’ processes.

Table 1

Evidence of companies Processes That Incorporate Performance Measures

Processes that use | DBSA TELKOM TRANSNET
PM’s
Strategic planning | yes yes yes
Policy analysis unknown unknown unknown
Budgeting yes PM’s reported in yes

budget
Performance under review major programs major program
reports
Employee survey | yes yes yes
Evaluation potential unknown some
Monitoring yes some some
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3.5 PRELIMINARY CONCLUSION
In GASB/NAPA, 1996; de Lancer, 1997 it is indicated that no amount of

detailedinformation or success stories will cause the thousands of companies,
reputedlynot using effective performance measures, suddenly want to start
collecting, using, and reportingperformance measures. Concerns still exist about the
amount of time and humanresources it takes to put a full-blown performance
information system in place. Also,about the challenges of creating a culture in which
officials, managers, staff andstakeholders are supportive of measuring performance.
However, the ability to producereliable and valid information on the results of
companies’ programmes, and to usemeasures to document outcomes of interest to
citizens and elected officials could besuccessful in convincing less experienced
companies that measuring results is aworthwhile process.Regarding performance
measurement systems, integration and quality, performancemeasurement
implementation in companies is more "revolutionary." The threecompanies have
extensive experience withperformance measurement, which results in an
evolutionary, incremental approach toperformance measurement. The development
of systems for use of, and reporting of,performance measures is not anew,
revolutionary idea, as evidenced by the long andevolving history of measurements
used in the companies studied. The evolutionaryprocesses in all three companies
have matured so that the companies are nowmore focused on- results and
outcomes. Enhanced planning for performance measurement implementation could
address the on-going need for systems integration andperformance partnerships.
Even as indicated by the 'much-respected' Portland, Oregonrecognized that the
need for integrating multiple measurement systems is almost chronic,despite the
best intentions of those developing those measurement systems. It is alsoclear that
multiple stakeholders, both within and outside of the organisational structure, maybe
responsible for the community outcomes that are of paramount interest within the
fieldof public administration. Attention must, therefore, be paid to understanding
howdifferent stakeholders impact on desired outcomes, and how such stakeholders
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formpartnerships to collectively work towards performance goals. New and more
sophisticatedevaluation techniques to capture the impact of multiple influences are a
logical next stepin the co-operative development of community-outcomes and
managing-for-results.Automation of measurement collection, analysis, and reporting,
offers an opportunity toimprove the quality, reliability, auditability, and timeliness of
measurement data. Thequality of measurement information produced, including the
reliability and timeliness ofsuch information, has often been an afterthought in
development of measurementsystems. Automation of performance measurement
data collection, analysis, andreporting assists management by making higher quality
information more readilyavailable, and more easily audited so that data integrity and
accuracy is ensured.

The Internet (Bernstein: 1999, 31) provides a vehicle for more frequent and cost-
effectivereporting of performance information, provides a wider audience than paper
reports, andgreatly influences how information is reported and used in the future.
Communication isessential, since "enhancing accountability” is frequently cited in
these studies as adriving force behind development of performance measurement
initiatives. Easy andtimely availability of data is conveyed via the Internet, and should
receive more attentionin the future. As companies continue to become more
sophisticated in the use ofinformation technology, use of advanced technology
systems, such as the Internet, forcollection of employees surveys and other
evaluative information, is likely to be the primarymeans of collecting and storing data.
This is for purposes of performance measurementand project management.
Contextualising the above, performance measures are most useful at the
programmelevel, since programme staff makes most use of measurement
information (Bernstein: 1999, 32). Reflections extracted from these studies indicate
that while their own useof performance measures may be sporadic, programme
managers and staff use suchmeasures extensively, particularly for on-going
monitoring of program outputs andoutcomes. The next logical point to confirm is that
positive examples of the constructiveuse of performance measures, at the
programme staff and manager level, have thepotential to overcome some of the

resistance resulting from fears that measures will bemisused to hold managers and
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staff accountable for performance factors that are beyondtheir control.There is still
only a vague understanding of the impact that performance measurementhas on
citizen perceptions. Particularly since positive performance results are widely
reported by the media, some negativeperformance results may be due to factors that
are beyond the influence of shareholders and managers, and receives
disproportionate media attention. It is not clear thatheightened attention to
performance results lead directly to improved performance, because so many factors
affect results. The relationship between performancemeasurement and more
sophisticated analytic techniques, such as program evaluation, is still not completely
understood. These studies project that additional research, analysis, and
documentation ofpositive practices in companies are needed. The reason for this is
to ensure thatappropriate use of performance measures becomes the hallmark and
reputation ofmeasurement efforts, rather than the somewhat distorted and negative
reputation thatmeasurement efforts currently appear to hold in some quarters
(Bernstein: 1999, 34).0Only then can the valuable and ground-breaking work of the
three companies that isdiscussed. Here, become better known, and be used as
models for measuring and reporting companies’ performance and accomplishment of
public objectives. Supplementary to this, these case studies indicate that leadership
from an elected, orhigh-level appointed official, is critical to the success and staying
power of efforts tomeasure performance. In each of the five local governments, a
champion of championsemerge to promote the development, use, and reporting of
performance measures. Whilemany companies put increasing emphasis on
measuring performance, sustained long-term use of measurement information for
companies processes is unlikely withoutthe kind of buy-in and active promotion of
measurement used by high level officialsdemonstrated in the three companies
discussed here. A willingness to invest in evaluation and performance audits in order
to understand the influences on employees and program results better will require
active and intentional commitment of shareholders. This is the known prevalent

missing human factor that still exists.
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3.6 PERFORMANCEMEASUREMENT EXPERIENCES OF
DBSAANDTRANSNET

When performance management was reviewed, several individuals expressed their
view that the political diversity, evident in the company, was a barrier to the use of
performance measurement. The employees are more diverse than in smaller
companies. Government decisions are highly political because of this diversity.
Spending decisions, therefore, do not lend themselves to the use of rational or
objective measures of performance. This is further escalated because of the number
of positions within the executive branch. These two factors often prohibit consensus
among officials and the public regarding the purpose of government, its programs,
and the desired outcomes for those programs. The Office of the Comptroller
provided a list of issues that must be resolved for performance measurement to aid
the decision-making process in DBSA. These are:

* "the performance reporting policy must focus more on goals and objectives
ofprograms;

* There must be minimal reporting standards;

* Agency budget and accounting systems must be able to generate the
necessaryperformance information;

* There is a need to rationalize the institutional and programmatic framework;

« The amount of information necessary to provide and report frequency has notbeen
determined; and

« performance data must be both valid and reliable."It was found that within
agencies, the greatest barriers to developing and usingperformance measures in the
state include:

« "fear of retribution ifperformance measures do not indicate improvement;

» Difficulty in obtaining reliable information so performance can be assessed;

* Resistance from those whose performance is being measured;

* choosing the correct measures for managing;

The important lessons learned from developing and using performance measures in
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DBSA is the need for a comprehensive approach that provides wide support with
acentral driving force leading the initiative and the importance of the leadership to
supportthe initiative in both word and action. This component of strong leadership
inperformance management is a common aspect that surfaced throughout the trial
runs indeveloping performance measures.

Also, it was recommended that an external change agent is necessary for
performancemeasures to really become entrenched in government. The business
community and thegeneral public must be interested in improving the budget
process for performancemeasures to have the impact necessary. Too often, the
interest from outside thegovernment is on substantive action or policy issues rather
than involving these stakeholders for optimizing delivery.

It is also recommended that in addition to the external change agent, there needs to
be" ...state-wide support and central driving force and someone has to take initiative
to takethe process from planning through the implementation stages." .

An extract from the research done in this organisation, indicates that for the initiative
to besuccessful, it is important "to get everyone on board and that this [performance
measurement] is not punitive [or viewed as] a way to micro manage and to control."
GASB SEA research encompasses the entire spectrum of performance
managementrealistically when it states: "The people in leadership positions need to
embrace[performance measurement], but it is a hard step for them to take. People
don't knowanything about what that is about [performance measures] and [they] get
white knuckledand have the 'deer in the headlights' [reaction]. If they [will] embrace it
[performancemeasurement] and actually put in the energy and the time required to
do it right, it can beremarkably powerful. That is something that you have to live
through once toappreciate."

Laura Tucker, the Principal Researcher wrote that: "You need to find ways to keep
the shareholder committed and involved in the process then that will influence his
agencydirectors and their commitment to the process. You can evoke long term
change if yougo at it in a way that is both obvious and encourage them to showcase

their best effortsand validate their need for additional resources."
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The public acceptance of companies and their expectations for the quality ofservices
greatly impacts how much change performance measures can haveon companies’
efficiency and effectiveness. The most important thing for an effectiveperformance
measurement initiative is to determine the stage of development of aparticular state.
The principal researcher also recommended looking at the long term andwarns
against expecting immediate change. It is essential to talk to one's employee,
becausecompanies do not have the natural feedback of sales.

High optimism is expressed for the future applicability of performance measurement
inDBSA. There is hope that eventually the company will link employee
performanceappraisals and the performance of each agency or program. On the
other hand, there is little hope that employees drive the performance measurement
initiative or that the publicprovides any pressure for producing better indicators of
performance. There is also littlehope that the use of performance measurement
makes a marked difference in resourceallocation in the company because of the
political importance of many programmes. Rather, it is generally expected that
performance measures provideagencies with a much better idea of where they
perform well and where improvement ispossible.

In a GASB SEA research study (2000) in the City of Austin, it was found that
Austin'sshift to program budgeting, including performance measures for identified
programs andactivities, signalled that budgeting is one of the intended uses of
performancemeasurement. They expected performance information to be used
throughout thebudgeting process, from departments' initial development of their
budgets, to review bythe budget office and preparation of the Manager's budget, to
public budget reviewand questioning, and ultimately to final budget decisions made..
In their budget preparation, several department managers note that their intention is
to useperformance measures to develop good budget justifications, either by
demonstratingprogram effectiveness, or demonstrating a gap between needs and
service levels. Inanother department, budget preparation cited as one intended link
in key managementprocesses, tied together by performance measures. When that

department head hasmeetings with the managers about the budgets in preparation,
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the first question is: 'Whatis your strategic plan; how does that link to your budget;
and let's see your performancemeasures."

It was indicated that intended uses of performance measures include
eliminatingprogrammes that are not performing, and shifting resources across
programmes based onprogramme performance priorities and where investments
have the greatestimpact. The monitoring and evaluation component is addressed
here.

In an extract from the study, one department manager quoted this picture of the"ideal
vision" sought for budgeting: "I've heard this story before of an ideal result beinga
book of pages. That the pages represent programmes and for it to be so well
definedand so well delineated between programmes that an official could go through
and,by consensus among officials, tear out a page and throw it in the garbage,
andthen whatever was left would be the budget. And that they could expect to see
very well defined isolated programmes functioning and producing results individually
and so thatthey could report their successes by program.”

Another manager states that using performance budgeting to "sunset" programs:
"Whatwas anticipated was to be able to put a sunset concept on it. In other words,
this activitycosts X amount of rand, and it does X for the employees. It allowedpolicy-
makers and managers the ability to look at a program or an activity and determineif it
was still worthy of existence and if not, what were the costs associated with it
andcould it be sunset or put away and if so, these are the rands that go along with
thatprogram.”

A comment listed from an employeeputs a different twist on the sunset idea. He
notes that eliminating programmes due to poor performance is not a
likelyoccurrence; he wants managers to think it possible to motivate better
performance: "Ithink that's a threat. It's like a nuclear deterrent. You have the nuclear
bombs, but youhope never to use them. The fact that we can zero out your program
if you don't getnumbers up, means people are going to get their numbers up. They'll
be there watchingthe same thing we're watching. So they're going to be operating
the program with that inmind. And | think that is probably a closer match to what the

real intention was."
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Performance information is used on several levels for resource allocation in DBSA.
Atthe highest level of budget and policy decisions by Managers, performance
measuresare seen as supplementing the management process, rather than making
these decisions lesspolitical. Departments use performance measures to develop
and justify their budgets. Department managers noted that performance measures
helped them "tell their story" tojustify their budget requests. As one manager reports
it, "My perception in the past,when it came down to budgeting, was: whoever had the
best story got the most goods....I am not very good with words [but performance
measures] tell you more. You can provethings. | think that the data proves what we
need. That is also helping focus on whatis the information that you really need to
know. It helps with the questions. We are muchmore prepared at budget time. We
have a whole better understanding of the wholebudget process."

Past performance measurement efforts in Austin tends to have a narrow focus,
forexample, to support programme budgeting, or to support total quality
management andcustomer service improvement. The City's current initiative to
improve the use ofperformance measurement is broader and more systemic than
past efforts. The intentionis on creating a fully integrated system of managing for
results. In this system departmentbusiness plans, budgets, operating plans, and
team and individual performance reviewsare all linked by common, measurable
goals. In addition, performance indicators are usedat all levels that align with the
measurable goals. Performance measures play animportant role in aligning all these
key processes to achieve the intended integratedsystem. The system is further
integrated by performance auditing and auditing ofperformance measures, both for
an accountability link and to provide an opinion fromoutside departments on how
they can improve their performance and the way theymeasure performance.

The effects of using performance measurement, cited by DBSA, includes changes in
staff behaviour, changes in organizational culture, and explicit cost savings and
service performance improvements. So far, the main document for communicating
performance in DBSA is the budget. There is also a "Balance

Scorecard" report that has not come out every year, which has "measurements that

relateto the company as a whole." Also, the Auditor's reports are publicdocuments
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and communicate auditors' findings on performance; often
includingrecommendations for improving performance measures. DBSA's officials
identified three basic kinds of barriers or special challenges to usingperformance
measurement effectively: human barriers, technical and conceptualdifficulties, and
system and resource constraints. As one related set of human barriers,fear and lack
of trust were the most dominant barriers found.When discussing problems or
barriers, there is a frequent mention of the words "trust"and "fear." It was indicated
that it is hard to build people's trust that performanceinformation will be used for
decisions and improvement, rather than to punish operatives.Building trust is
especially important when, like DBSA, a government wantsto measure and report
the results, including community outcomes, which are areas that cannot be
controlled by government. The political environment is a barrier, as it makes it
difficult for officials to makemeasurement-based decisions, especially with limited
discretionary funding available. Acomment from the case study said that when an
ineffective program is "very, very costly"but has "all kinds of political connections ... it
makes it very difficult to make a business baseddecision."

Following this is the burden of collecting and reporting data - it is hard to keep up
withthe demands of the measurement systems, including finding the time to keep
trackingdata and compiling monthly or quarterly reports. Many of the lessons learned
by DBSA relate to the long time it takes to build effectivemeasurement systems,
which is identified as:

» The need for commitment, leadership, dedication, and patience, as well as the
need tostay focusedfor the long term, and reinforce the learning process.

* How people have a hard time, early on, determining what a good measure is, so
don'texpect perfection early.

» Measurement will never be perfect, so improvement of performance measures
neverends. It's an on-going story and an evolving process. It is not that simple to just
jumping and do it. You have to start doing it, but you have to keep analysing it as it

evolves.
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« It takes an awful lot of time to develop good measures and to get support of
thegroups. People, who have been willing to spend time and have tried to come up
withsomething that they use, have been the ones who have been successful.

* Also building on success over time: Once one has a few successes, one knows it
starts to build momentum. Once one shows how it can help, then one starts getting
somebuy-in and some acceptance.

Several additional lessons derived are, to:

» Design a complete, structured process that takes a high level look at the
wholeorganization, and then works out more detailed measures.

* Manage expectations carefully. Aiming for large-scale gains every year, corrupts
thewhole process because the level of improvement is better in some years than
inothers. So it is important not to generate expectations for huge improvements
everyyear. And when results are not as good one year, it is important to ask why,
ratherthan assume poor management.

* Be careful about attaching rewards and punishments to performance measures. A
reward-punishment system could work if balanced heavily toward rewards.

* Focusing on relevant measures that people understand can quickly
motivateperformance improvement. This research seeks to indicate that the use of
performance measures to achieve goals andimprove performance has different
effects. In some cases, performance indicators fail tomeasure what they are
designed to measure and, therefore, need refinements or changesbefore becoming
operative. Performance measures often identify where performanceimprovement is
needed but further analysis is necessary to determine the appropriateprogram,
process, or resource changes needed to realize improvement. In such
cases,performance measures merely help to identity the problem. Subsequently,
managementand staff must find the root cause for the performance shortfall. As
program processes, resources, or other factors are changed, the performance
measures then become useful inidentifying factors with the greatest impact on the
performance of an agency activity orprogram.

In Transnet the following have been identified as some of the barriers thathamper

the effective use of performance measurement:
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« "It is hard to get around the political nature of appropriations.

* A need for sustained executive leadership.

* If one cannot track ones goal, then ones mission and vision may need revising.

* One must educate departments about what performance measures can do forthem.
« Itis important that managers and shareholders stick with the initiative.

« Often there is a struggle to encourage individuals who are already very busy to
becreative in developing measures.

* There remains a fear that ifwe do not achieve the desired results because of
issuesbeyond government's control, then government is going to be held
accountableand blamed for this failure.

* Itis important for managers to track and monitor performance measures that
areimportant for their programs. It is also important to allow managers to continueto
modify and improve such data.

» Performance measures that are poorly developed hinder their effective use.

« Itis difficult to know if results are good or appropriate.

* Measuring performance can take time away from the purpose of the program
ordepartment.

* It is important that members of staff understand the importance of
usingperformance measures for the management of programs.

* While performance measures are developed because it is mandated, they are
oftennot used because they are not understood.

» Development and use of performance measures IS often viewed as additionalwork.
» The performance measurement initiative is often viewed as bureaucratic.

* Difficulty to identify what information is needed.

« It is hard to convince people that failure to meet goals will not be punitive.

» Developing a culture supportive of the use of performance measures.

* There is a tendency by administrators to consider that their activities orprogrammes
are different and therefore support of performance measurement isproblematic.

* There are no trends or benchmarks against which to measure.

* This initiative requires that a lot ofjargon be learned. “Performance measurement is

an international phenomenon even though there is always some form of barrier
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projecting itself in one or other form as listed above. Manycompanies are developing
performance measurement systems, and budget processes that morestrongly
incorporate measurement. However, much work remains to be done toinstitutionalize
performance measurement into decisions about resource allocation. It isimportant to
have the right balance of measures, quality and outputs and it is important
tomeasure performance in the context of the organization, with time to determine

bothchange and consistency.

2.7 CONCLUSION

These overviews of performance management indicate that the intention ofthis
process is to harness all available resources within an organization, and to ensure
that these perform to the maximum, in order to achieve the desired results. Even
within the context of continuous barriers that are identified as this system is
implemented,performance management involves building processes, systems,
culture and relationshipsthat facilitate the achievement of organizational objectives.
The wide range of challengesthat companies must respond to must be met within
their budgetary parameters.This places emphasis on the need to ensure that existing
resources are used optimallyand with maximum impact. It is clear that whether
internationally and nationally; aperformance management system must address
these challenges. From these studies, it has been deduced that, for maximum
impact and optimaluse of resources, all these companies aim to have a structure in
place that indicate aclear vision, mission and strategic goals. Hereby, indicating what
they need to achieveand identify methods ofachieving strategic goals. This isto be
supplemented by clear plans for how human, financial and physical resources are
tobe procured and utilized, as well as agreed upon quality assurance standards for
allaspects of organizational functions. The political diversity that is evident and
ultimatelyinfluences spending decisions, on which performance measurement is
based, hassimilarities in companies. Whether this has an impact on PMS, is tobe
determined by the study used for this research. In an era of increasingly scarce
resources and where service delivery has become acritical issue, traditional

budgeting and planning, and sectorial service delivery systems, are no longer
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adequate tools for allocating government funds. The result is lack ofaccountability for
efficient and effective service delivery, and high probability thatpolicy objectives will
not be achieved. The increased responsibilities placed on companies globally,
requires that adequate developmental systems are in place for authorities to realize
their full potential to ensure sustainable effective andefficient service delivery that
has all the elements to ensure the utmost form of quantityand quality in their
deliverables.

This Chapter has sought to address the first objective of this research i.e. to assess
the match between motivation and the use of performance management activitiesthe
next Chapter aims to give an overview of the role of performance management in

Eskom Holdings.

4 PERFORMANCE MANAGEMENT AT ESKOM

41 THEROLE OF PERFORMANCE MANAGEMENT AT ESKOM
Drury, (2004) suggests that management accounting literature underlines the

importance of performance measurement process and how performance
measurement systems play an important role in the financial success of the
organisation, and as a source which provides appropriate information about internal
activities. Therefore, firms focus on the use of performance measures to allow
managers to make basic decisions in order to achieve organisational objectives. In
this regard, Anthony and Govindarajan (2001) stresses that performance measures
are important for managers to track and to measure performance for their subunits,
as well as for employees at lower levels to understand the financial impact of their
operating decisions. In addition, the importance of using contemporary performance
measures like quality service, customer satisfaction, comes from the highly
competitive financial industry, particularly the banking sector, as well as in other
services and even in manufacturing organisations (Hussain, 2002). Consequently,
measuring the performance of financial and non-financial objectives require special

consideration in this particular kind of service organisation. Although a lot has been
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written about the need for accurate measurement of multi-dimensional performance

measures, very little is known about performance measurement systems.

Effective performance management relies on the quality of the relationship and
understanding betweensupervisor and subordinate. To facilitate this, the following
roles and responsibilities are assigned toeach party.

Supervisor/manager

(a) Assigns, negotiates, and coordinates activities, tasks, and projects — provides line
of sight, and linksindividual and team goals.

(b) Monitors progress.

(c) Identifies problems, and seeks solutions.

(d) Applies expertise and judgement to the evaluation of results.

(e) Enables and encourages employee/subordinate development.

(f) Communicates individual roles, responsibilities, expected behaviours, results, and
standards toensure effective delivery of required results.

(g) Ensures that employees are provided with sufficient resources to make decisions
and take actionson their own.

(h) Holds frequent development discussions to assist in the achievement of
employees’ performancegoals.

(i) Regularly provides feedback with regard to employee performance and how it
relates toorganisational performance.

Individual

(a) Negotiates, plans, and executes work assignments.

(b) Assists manager/supervisor in setting goals.

(c) Seeks and gives timely feedback.

4.2 Performance Management
(d) Proactively identifies problem areas with recommended solutions.

(e) Presents evidence.
(f) Takes responsibility for own performance and development.
Required leadership behaviours

(a) Set and articulate clear and consistent strategic performance goals.
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(b) Interpret the organisation’s strategy into specific goals and priorities for the teams
and individuals.

(c) Create an atmosphere of open and transparent communication.

(d) Empower employees to develop themselves with skills required to do well in their
job role and meetperformance objectives.

(e) Drive and expect performance excellence through effectively differentiating high

performers and poorperformers.

4.3 PROCESS FOR MONITORING
The procedure will be reviewed annually and input will be obtained from the

PerformanceManagement Forum members when significant changes need to be
effected.

Remuneration and Benefits Department will monitor adherence to the procedure
and

Divisional HR Managers will be informed of non-adherence.

44 PERFORMANCE MANAGEMENT SYSTEM PROCEDURE

This procedure is aimed at the following:

(a) Drive organisational performance by linking Eskom’s strategic objectives and
priorities toindividual/team outputs.

(b) Facilitate desired behaviour to support the Eskom values.

(c) Reward employees for achieving and exceeding targets.

(d) Ensure that managers and supervisors are held accountable for the performance
of theirsubordinates and that employee’s take responsibility for their own
performance.

(e) Cultivate a high-performance culture in Eskom.

4.5 ESKOM VALUES
Performance management embraces Eskom’s stated values and seeks to ensure

fairness, objectivity, and consistency, while allowing sufficient flexibility to create
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theappropriate climate for positive interaction, communication, and feedback

regarding individual performance.

4.6 ESKOM’S STRATEGIC OBJECTIVES AND PRIORITIES
Eskom’s strategic objectives and priorities are informed by the shareholder mandate

and are cascaded down to the divisional, business unit, and individual levels. All
individual performance contracts shall bebased on, and aligned to, these strategic

objectives and priorities.

4.7 PERFORMANCE MANAGEMENT PROCESSES
Management of employees’ performance is embedded in effective management

processes and basedon the following five processes: planning for performance,
contracting, managing performance,performance appraisal, and also developingand
encouraging performance

4.8 INDIVIDUAL RATING SCALE
Performance will be appraised and rated by means of the following continuous five-

point scale:

1 = Unacceptable performance: requires an intervention, which would be either
development orredeployment.

2 = Meeting some expectations: there is substantial room for improvement before
all performanceexpectations can be met.

3 = Meeting expectations: performance is aligned with expectations and
requirements.

4 = exceeding expectations: performance is better than expected and planned.

5 = Exceptional performance: performance that deserves an extraordinary reward.
9 = Not rated (neutral rating) for the following reasons:

9.1 = an employee who made an appeal against the performance rating

9.2 = an employee with less than six months’ service

9.3 = an employee who is a full-time shop steward (representing organised labour)
9.4 = an employee who is on leave (extended sick leave)

9.5 = an employee who died in service, retired, or resigned from Eskom
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9.6 = not rated (after closure of the system)

Please note that a performance enhancement programme (PEP) should be
introduced toemployees identified as underperforming against the agreed outputs.
This can be done at anypoint during the performance cycle.

49 TARGET SETTING
Proper target setting is one of the factors that contribute to the success and

effectiveness ofperformance management. Targets must be challenging, yet
achievable. Targets shall be set andagreed up front by both parties, that is, the
manager/supervisor and the employee, and shall be used tomonitor and track the
performance of the individual.

The following target range is employed to evaluate performance against set targets:
Floor

Performance at this level is unacceptable. If the actual result is at or below this
value, it will beconsidered as a reason for applying a development option. The
probability that this particular point willbe exceeded is 95%.

Kick-in

This value represents a level of performance below the expected performance. The
probability that thisparticular point will be exceeded is 80%.

Norm

This value represents the “expected performance” level. The probability that this
particular point will beexceeded is 50%.

Stretch

This value means that performance has “exceeded expectations”. The probability
that this particularpoint will be exceeded is 20%.

Ceiling

This value represents “top-level performance”. The probability that this particular
point will be exceededis 5%.

4.10 PRINCIPLES/RULES
All employees (Task Grades 4 to 18 and the EEE Bands) shall have a

standardisedEskom-accepted performance contract for the duration of the
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performance cycle. The performancecontract shall comprise personal data, key
performance areas (KPAs), and key performance indicators

(KPIs), KPA and KPI weightings, total weightings, unit of measure, source of
evidence, targets,ratings, dates, and signatures.

All effort should be made to ensure that line of sight exists between the individual’s
performancecontract and the manager’s contract. Employees shall be measured on
the KPIs that they can havean impact on and/or influence.

The minimum total weight for all objective/hard measures for KPIs should be 70% for
all themanagerial levels (Task Grades 14 to 18 and the EEE Bands), and the
minimum total weight for allobjective/hard-measure KPIs for the bargaining unit
employees (Task Grades 4 to 13) should be80%. Business measures, audit results,
survey results, and multi-rater feedback with predefinedmeasuring instruments by at
least five people shall be regarded as objective measures.

The maximum total weight for all subjective/discretionary KPIs should not exceed
30% at all themanagerial levels (Task Grades 14 to 18 and the EEE Bands), and the
maximum total weight for allsubjective/discretionary KPIs for the bargaining unit
employees (Task Grades 4 to 13) should notexceed 20%. Judgemental (subjective)
and direct supervisor feedback shall be regarded assubjective measures.

In order to drive individuals to focus on the critical key performance indicators (KPIs),
the totalnumber of KPIs should not exceed 20, and also the minimum “total weight”
of each KPI shall be 4%.

All employees (Task Grades 4 to 18 and the EEE Bands) shall have a signed
performance contractand individual development plan (IDP)

Regular performance discussions shall be held between the employee and the
supervisor/managerduring the performance cycle. During these discussions, the
level of performance shall becommunicated to the employee for appropriate action.
Employees have the right to appeal against the contracting process, as well as
against theoutcome of the appraisal, to a person who is one level higher than their

direct manager/supervisor.
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Employees identified as requiring close supervision in performance matters shall
undergo aperformance enhancement programme (PEP) at any point during the
performance cycle.

Performance management should be a continuous process with formal discussions
at least twice a year, with the final appraisal being the overall rating for the year. The
mid-year appraisal shall beused as the formal feedback indicator of how well the
employee is performing. The mid-yearappraisal may also be used as an indicator of
the projected year-end performance.

The individual performance contract and individual development plan shall be
compiled annually,for the period April to March, and appraised twice a year.

The final individual performance score shall also be used as one of the
considerations for careeropportunities and other rewards.

Performance management practices shall be reviewed annually by the divisions. In
accordancewith the assurance requirements of the Eskom Holdings Audit Committee
and executivemanagement, Corporate Audit shall include the audit of the
performance management process in itsthree-year audit cycle.

4.11 ESKOM PERFORMANCE MANAGEMENT PROCESS

The performance management process is an integrated cycle of:
* planning for performance;

* contracting;

» Managing performance;

* appraising performance; and

 Developing/encouraging performance.
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4.11.1 Planning for performance

Managers and employees shall set performance goals/objectives jointly, on the basis
ofdivisional/departmental strategic objectives, discuss and clarify what is expected in
the job, agree onthe expected standards (weighted) and levels of performance to be
achieved by the end of theperformance cycle period under review, and include the
IDP as part of the process, developingand managing performanceappraisallink
toincentives,recognition,retention,succession, etc.Planning for

performanceContractingOn-goingprocess
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4.11.2 Contracting
On agreement by both parties on the standards and targets, a performance contract

shall be signed. This will then become a binding agreement between the employee
and Eskom for that particular year, unless modified when business priorities change.

4.11.3 . Managing performance
Following the meetings where performance expectations are set (performance

planning), the employeewill embark on his/her job role, with the aim of satisfying all
the requirements of his/her performanceagreement. During the period under review,
the employee should receive, from the manager, regularfeedback/communication,
together with coaching and the development of skills, so as to enablehim/her to
achieve the desired level of performance.

4.11.4 Measuring/appraising performance
Preparations: both parties (manager and subordinate) should prepare themselves

thoroughly forthe appraisal session, so that they know what to discuss during the
appraisal.

Conducting the appraisal: Appraisal should take place in private, and both parties
should exercisepatience, focus on the facts, and be objective.

Activities to be covered during the appraisal should include the following:
discussion of actualperformance, review of development plans, and discussion of
new priorities in respect of the job contractand development plans, and the signing of
ratings. If the subordinate does not agree with the rating, it is the manager’s duty to
explain the appeal process to him/her.

Multi-rater feedback: to allow for enhanced objectivity, multi-rater feedback may be
used as asupporting method to measure performance. A multi-rater tool should be
developed and discussedup front at the beginning of the performance cycle, with a
minimum of five respondents in differentunits who will appraise the employee’s
performance.

Although there are two formal appraisal sessions per performance cycle, it is
recommended thatperformance feedback should be provided continuously

throughout the year.
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4.11.5 Development planning process
Determine the competenciesrequired to perform outputs

Agree on development solutions such asthe formal training, coaching,
mentorship,skills/knowledge/attributes neededSet up individual development plan
(IDP),incorporating both current and futuredevelopment requirementsldentify current
job requirements andcompetencies, analyse, and agree on gap

Load IDP on systemFeedback, follow-up, and monitoring

1. An employee can appeal against the contracting process, for example, targets and
ratings, as well asthe individual development plan, within five working days of the
contracting/appraisal phase, to theperson one level above his/her direct
manager/supervisor.

2. The line manager shall inform the employee of his/her right to appeal.

3. An appeal made will be declared valid once the appeal form has been signed and
submitted to thenext higher-level manager. In a case where the employee refuses to
appeal formally, the linemanager’s rating will be captured on the system as the final
rating.

4. The employee shall indicate clearly the grounds for his/her appeal.

5. The next higher-level manager must appoint an independent person (preferably
an HR practitioner)to investigate the appeal.

6. The next higher-level manager with whom the appeal was lodged shall chair the
appeal.

7. The employee is entitled to have an internal representative present at the
proceedings.

8. A meeting between the employee, the manager, and the next level of
management should take placewithin five working days after the lodging of the
appeal.

9. If the employee is dissatisfied with the outcome of the appeal hearing, he/she may
declare a dispute,and the issue will be dealt with in terms of the dispute settling
mechanism as captured in Part 6 of therecognition agreement.

4.11.6 Sample appeal process:
Line manager informs the employeeof his/her right to appeal
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Manager at next level meets employee and supervisor/direct manager
andsubstantiates evidenceEmployee refuses to sign the contractor the rating
Employee lodges an appeal with nextlevel of management

Employee rejects the decisionManager at next level makes adecision and informs
employee

HR analyses theprocess on requestand gives feedbackto the line manager
Dispute declared

Employee accepts the decision —no further action

4.12 PERFORMANCE ENHANCEMENT PROGRAMME
Purpose: the performance enhancement programme (PEP) is designed to be a

process of “close supervision” to ensure that the organisation, represented by the
responsible manager, does all that is reasonable to enable the employee to perform
at an acceptable level. It isnot a punitive measure, but rather a responsible effort by
the organisation to rectifyperformance problems and to assist employees. It should
be used with care, discretion,and good judgement.

Duration: PEP typically runs for a period of one to three months. The duration will
vary according tothe merits of each particular case. The duration of the programme
will typically be longerwhere training is required.

Rationale: when considering whether or not to use the PEP, the manager shall
consider whether thepoor performance is due to the employee’s unwillingness or
inability to perform. Anunwilling employee, who refuses to perform according to the
standards laid down, can bedealt with through the disciplinary process.

e An “unable” employee, who cannot perform to acceptable standards due to
lack of skills, can beput into PEP. In cases where an employee is declared a
poor performer for other reasons, such aspsychological/emotional problems,
an appropriate intervention should be identified to address theproblem.

e Excellent performance is being encouraged in Eskom through alternative
mechanisms such asawards, recognitions, and development

opportunities/exposure.
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4.13 4. Guidelines for managing poor performance
4.13.1 Target population
These guidelines apply to all employees.

4.13.2 When should poor performance be identified and managed?
1 Poor performance should be identified and managed at any stage during the year.

A managershould not wait for a performance appraisal before addressing
performance concerns andimplementing required actions.

2 An employee who has achieved an overall performance rating of 2 or less should
have

Undergone a PE programme. In this instance, the PEP intervention is automatic.

3 If an employee has achieved an overall performance rating of between 2.01 and
2.5, theimmediate manager will have the discretion to put the incumbent on PEP, but
this would dependon the employee’s performance of the inherent outputs of the job.
4 The management of poor performance is not dependent on the overall
performance rating. PEPintervention should be introduced to an employee identified
as underperforming against agreedoutputs at any point during the performance
management cycle.

5 An employee must be given a reasonable opportunity, after having considered the
nature of thejob within the performance cycle, so that the employee can perform well
enough to achieve theagreed targets.

6 Managers who fail to manage performance will be subject to disciplinary action.

4.13.3 General procedural requirement
1 Performance standards shall be clear, comprehensive, and made known to

employees from theirdate of appointment and again when job content and
expectations change.

2 Performance standards must be appraised objectively (measurable, attainable,
and realistic).

4.13.4 The first interview/meeting
1 The individual should be notified in writing and advised that his/her performance is

unacceptable,with explicit reasons and examples.
2 The employee should also be informed of the steps that the improvement process

will follow.
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3 The focus during the formal improvement process should be on giving the
employee areasonable opportunity and assistance to improve his/her performance.
4 In terms of the LRA, three months is considered to be a reasonable period for
performance toimprove.

5 Clear, measurable, and attainable objectives and standards should be reset and
confirmed.

Resources that may be required for support and the follow-up meeting date(s)
should be agreed.

6 Comprehensive records shall be kept of all meetings and feedback.

7 Records of feedback sessions shall be kept.

4.13.5 The follow-up meeting(s)
During follow-up meeting(s), the following should be discussed:

1 Successes and shortcomings experienced by both parties.
2Reasons for shortcomings and suggestions/plans to resolve shortcomings.
3 Revised programme (objectives, standards, and dates), if necessary.

4.13.6 The final review meeting
A final review meeting shall be held at the end of the agreed period. If the

employee’s performancehas not improved to a “competent/expected level”, the
following alternatives may be considered:

1 Various interventions, including, but not limited to, re-skilling and redeployment. An
employeemay be redeployed to a job with different job content, provided the
employee consents to this.

The alternatives considered must be justifiable and carried out within a reasonable
periodconsidering the business operational impact.

2 If the employee’s performance has not improved to a “competent/expected level”,
after consideration of the alternatives, the following actions may be considered:

a) Demotion of the employee.

b)Termination of the employee’s services.

4.13.7 Termination authority
A supervisor without delegated authority can only recommend the termination of

employment.
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Only a senior person with delegated authority may make the final termination
decision.

4.13.8 Appeal
An employee who feels he/she has been unfairly dismissed, demoted, or redeployed

may follow the appeal process.

4.14 CONCLUSION
There are many challenges that have been highlighted in this Chapter. A course has

nowbeen set and, if it is not followed through, there could be adverse consequences.
However, long-term perspectives, strategies and programmes could, achieve a
significant measure of success. There is a unique opportunity to implement
fundamentally new, advanced system of companies, at a time of
expecteddeliverables from a company. The degree of success in implementing the
system is an important barometer of the progress made in the transformation
process of Eskom. It is also a measure of understanding of the process and
challengesbrought about by the democratisation and decentralization process in the
South African organisation.

This Chapter addresses the second objective of the research. The next Chapter

study the effectiveness of high performance management at Eskom.
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5 CURRENT PRACTISE OF PERFORMANCE MANAGEMENT AT
ESKOM

5.1 INTRODUCTION

Performance Management is but a mere tool to measure anticipated, desired
outcomes ofidentified programmes, and to act as a directory on how, where and
when to redress iftargets, as set out in implemented programmes, are not fulfilled.
Osborne L. Gaebler(1992, 58) as extracted from the Performance Management
Guide for DBSA, gives the followingsummary regarding measuring performance. He
states:

"What gets measured gets doneif you don't measure results, you can't t success
from failureifyou can't see success, you can't reward itifyou can't reward success,
you are probably rewarding failurelfyou can't see success, you can't learn from it
Ifyou can't recognize failure, you can't correct it ifyou can demonstrate results, you
can win public support”

This ideology encapsulates the fact that performance management is designed to
directprogrammes and activities towards a progressive future. The direct reference in
thiscontext is that the utilization of development tools such as shareholders’ compact
and PerformanceManagement Systems has to be put into place in order to ensure or
initiate our vision forsustainable developmental Eskom to create viability in the
products. The commitment is the collective sharing of those that lead this process
tohave a continuously enthusiastic belief in performance driven organizations. The
implementation of performance management systems for Eskom is, as mentioned
earlier in the analysis, to utilize the same capacities that alwaysexisted in more
progressive ways. Improved service delivery at a level requires the measuring of
performance ofEskom to ensure developmental outcomes in a transparent manner.
In essence, the process visualizes a process where employees areinvolved in
governance matters, including planning, implementation and performancemonitoring

and review. In this particular way, Shareholdersare empowered to identify the needs,
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set performance indicators and targets and hold Eskom accountablefor
itsperformance. The process indicates that if boardengagesemployees from an
informed position, this result in Eskom being ableto plan better and more
strategically while improving the way they work for acceleratedperformance. This,
therefore, defines performance management as a tool for change inthe
conceptualization of Eskom transformation. This, however, is not a newconclusion
that the researcher has arrived at, but was initiated by the many
essentialcontributions that were made by companies, people from theprivate sector,
academics, and leaders in the forefront of our developmental approachesthat
formulated existing policy in this regard, as well as social scientists and many
others(NishendraMoodly: 2003: 15)

Although there are several reasons Eskom should consider measuring
theperformance of its programs and services, the most compelling reason is that
employeesdemand and deserve quality service from the organisation. Employees or
Citizens expect their electricity organisation to deliver services efficiently and, at
least possible cost. As a result, shareholder’s officials have a responsibility to ensure
that programmes meet their objectives in the most cost-effective manner. It is
definitely clear that performancemeasures help improve the quality and cost of the
company’s activities.

A more formal definition of Performance Management is:

"The use of performance measurement information to help set agreed-
uponperformance goals, allocate and prioritize resources, inform managers to
eitherconfirm or change current policy or program directions to meet those goals,
andreport on the success in meeting those goals." (American Performance
Management

Manual- 1997)

Pillay (1998:210) refers to Performance Management as a shared process
betweenmanagers and the teams they manage and that, through its interactive
nature, it creates aparticipative culture. Spangenberg (1994:1) takes this a step
further by indicating thatperformance management assists in implementing the larger

goals and strategies of anorganization.
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Whether in an international context or in a South African context, the introduction
ofperformance management requires the same systems-approach in order to
operate, and achieve the same purpose of improving organizational effectiveness.
This isachieved by identifying agreed-upon performance goals that inform decision-

making atall levels of the organization to initiate a change of direction.

5.2 THE POLICY AND CONTEXT
Eskom performance management has its policy and process.It proposes

performance management together with delivery and employee participation, as
important tools central tothe notion of a developmental government.The process
proposes the introduction of performance management systems to organisation, as a
tool to ensure development in Eskom. Shareholders have takenthis idea forward in
Eskom Systems Act (2000) that requires Eskom to:

* "Develop a performance management system;

« Set targets. Monitor and review performance based on indicators linked to their
Shareholder’s compact.

* Publish an annual report on performance for the government and the public.

* Incorporate and report on a set of general indicators prescribed nationally by the
Minister responsible for mineral and energy. Set measurable performance targets
with regard to each of those developmentpriorities and objectives against the key
performance indicators and targets”

The performance management system envisaged above complements the type
ofinformation required by the Financial Management Bill in terms of assessingvalue
for money. Thus it is important to ensure that the performance measures andtargets,
as well as the monitoring and measuring systems, .are integrated with thebudgeting
process.

1. "Identify and develop criteria in terms ofwhich progress in the implementation of
thestrategies, programmes and services can be evaluated, including key
performanceindicators which are specific to Eskom and common government

ingeneral;
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2. Evaluate progress against the key performance indicators;

3. Review the performance of Eskom in order to improve the economy,efficiency and
effectiveness of theorganisation”

The same functions, stated above, are required from theboard. Once again,
theimportance of measuring and evaluating performance is highlighted, suggesting
anintegrated system, which can measure both financial and non-financial

performance.

4.5 PRACTICAL IMPLEMENTATION OF PERFORMANCE

MANAGEMENT
Ideally, as NishendraMoodley (2003, 15) indicates, Eskom’s

performancemanagement system should be developed while developing the
shareholder’s compact. The two are interrelatedprocesses that share many common
stages. For example the public participationrequirements in developing a
shareholder’s compact are the same as when developing a
performancemanagement system. They should be using the same public
participation process. Theindicators to be developed for the SHC are the same
indicators to be used to manageperformance; hence the identification of indicators
for the SHC relies on the type ofapproach being taken in performance management.
Many entities in the country have left the development of their
performancemanagement systems until after their delivery program was developed
and adopted. They are now inthe difficult position of having to re-visit their planand
public participation processes. The need for Eskom to synchronize these processes
should have reflected awareness that performance management is closely aligned to
the strategic planning and SHC processes; because this is directly relevant to the
notion of government. Eskom will need to assess whether the desired development
impactin the organisation area is being achieved. This perspective ensures that
measurements andfocus are placed on the development priorities for Eskom area

and to indicatewhether the desired development outcomes are being achieved. The
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measurement ofdevelopmental outcomes in Eskom area will be useful in telling

shareholderswhether policies and strategies have the desired development impact.

5.3 WHYMEASURING PERFORMANCE?
Former American president, William J. Clinton, on signing the

GovernmentPerformanceand Results Act of 1993, said that, the reason for
institutionalizing performancemeasurement is to:

"...Chart a course for every endeavour that we take the people’smoney for, see
howwell we are progressing, tell the public how we are doing, stop the things that
don'twork, and never stop improving the things that we think are worth investing in.”
(Extract taken from A Brief Guide for Performance Management in Eskom. 1997.
National Centre for Public Productivity, Rutgers, the State University ofNew Jersey).
All high-performance organizations, whether public or private are, and must
be,interested in developing and deploying effective performance measurement
andperformance management systems, since it is only through such systems that
they remainhigh-performance organizations. Effective communication with
employees, communities,and stakeholders is vital for the successful development
and deployment of performancemeasurement and management systems. The
employees and stakeholders of Eskom ultimately judge how well the administration
has achieved its goals and objectives. At thesame time it is those within the
organization, entrusted with and expected to achieveperformance goals and targets,
who must understand how success is defined and whattheir role is in achieving that
success. Both organization outsiders and insiders need to bepart of the development
and deployment of performance measurement systems. Thispicture of integration,
for the most effective outcomes with regard to developmentalapproaches should be
clear to all involved in planning or performance measurement. Thesupport of all
relevant stakeholders should be engaged by municipalities eager to renderservice
delivery in the most effective and efficient manner.

Performance measurement systems are learning systems that help Eskom toidentity
what works and what does not, so as to continue with, and improve on, whatworks

and replace what does not work. Performance measurement is a tool that enables
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Eskom to track progress and direction toward strategic goals and objectives,which
ultimately align with what was identified in the SHC as needs and priorities
agreedupon through the process of public participation. Through measuring
performance ofthese priorities, organisations are able to re-direct their resource
allocation to differentsets of developmental objectives, should desired outcomes not
be fulfilled. Organisations are high performers if they work competently and as a
team with a shared objective aspropagated by policy formulators, to score high on
the outcome base and developmentalscoreboard. For this integrated approaches
and a shared quest for positive social andeconomicdevelopment reformsare needed.
Performance management aims to place greater emphasis on performance planning
andon-going reviews. It is designed to provide greater benefits, including
clearcommunication about expectations, an objective basis for reviewing
performance and anopportunity for collaboration that leads to enhanced
organizational commitment. This isthe motivation for the current integrated approach

that Eskomhas embarkedupon to enhance developmental service delivery.

5.4 STRUCTURING OF A PERFORMANCE MANAGEMENT SYSTEM
The structuring of a PMS has its founding principles in the wide range of challenges

that demand a response from shareholder. This is the focus of this section of the
dissertation. This goes well beyond simply considering the interests of constituents.
Thishigher role is realized only if board become more strategic, visionary
andultimately has a developmental approach in the way it operates. The Eskom
policy (1994) indicates that Eskom has a crucial role as policymakers,asthinkers and
innovators, and as institutions ofdemocracy. Eskom should play a strategic and
visionary role, and seek tomobilize a range of resources to meet basic needs and
achieve developmental goals. The process points out that a new system needs to
build on thestrengths of the current system, but equally, it needs to address its
weaknesses, and build the capacity of Eskom to address the considerable
challenges they face. Thesechallenges are all around and prevalent in the

developmental evolution of Eskom to ensure sustainable economic and social
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reforms with the desired impact inrespect ofoutcomes that include: Free electricity for
the community in rural areas, towns or cities;

How do Eskom directors and shareholders conceptualize these challenges in a
progressive way? A response to this question is found through the implementation of
performance measures to haveproductive and developmental outcomes.
Performance Management, coupled with SHC, encourages shareholders, that short-
term solutions toredress financial backlogs create more financial and social
disparities if there is no shareholders ‘compact planning for a better tomorrow.

In order for Eskom to address all the challenges effectively and efficiently, thereis a
need to ensure that existing resources are used optimally and with the desired
maximum impact. A Performance Management System must address these
challenges as outlined in the SHC in the form of priorities and needs within a
developmental context. To ensure maximum impact and optimal use of resources
Eskom must have thefollowing elements in place:

* A clear vision, mission and strategic goals indicating what they need to achieve;

+ Identified methods whereby the strategic goals as listed in capital and
operatingbudgets are achieved;

» Clear plans for how human, financial and physical resources are procured
andutilized;

* Integrated and agreed upon, quality assurance standards for all aspects
ofdepartmental functions;

» An organizational culture that strives towards excellent performance anddelivery,
by ensuring that decentralization and the developmental mandateenshrined upon
Eskom, lays the foundation for a sustainable andviable basis for the well-known

slogan: "To create a better live for all".

Performance management provides the system and processes to put the above
elements inplace to ensure that Eskomisclear about the facilitating and leading role it
needsto play for achievement of organizational objectives .Eskom Guideline
indicates that in designing a PMS, the following questions need to beanswered:

* "When does performance management start?

72 MBA Dissertation by Kate Maluleke UNISA 2012




» What are the components ofa performance management system?

» Who will manage whose performance?

» When will performance be monitored, measured and reviewed?

» What aspects of performance will be managed?

* How do we respond to good andpoorperformance?

» What institutional arrangements have to be established to make thiswork?"

To answer these questions, Eskom need to develop a framework in which
aperformance management system operates in conjunction with their respective
SHC,ultimately aligned with their budgets. Eskom mistakenly design the SHC in
isolation of a concurrent performance management system to monitor and redress,
ifnecessary, identified programmes as part of the overall objectives of the
organisation.

The importance of this is to determine what has worked and what has not, and in
whatdirection resources need to be streamlined to achieve desired outcomes. Even
though thissounds like repeating the context of a script that needs to be acted out,
Eskom need to combat any disparities that might arise by improper planning and

uninformed useof these tools to inculcate development.

In general, a good performance measurement system is able to provide answers for
thefollowing questions (Ford: 1998, 148):
* What was achieved?

» How efficiently was the work done?

In the quest for a consensus on services, service qualities, and cost, theneed for
sound information about the performance of services remains vital. In general,
Eskom is encouraged to measure performance because it:

 Strengthens accountability;

* Enhances decision-making;

* improves customer service;

* Assists governments in determining effective resource use, and

* Supports strategic planning and goal-setting.
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Taking cognizance of the content of this Chapter, the components of a performance
management system incorporate the mission, goals, objectives, and indicators to
achievedevelopmental outcomes as outlined by Eskom. This encompasses in a
furtherstrategy on how Eskom need to link these components strategically with the
inputand consultation of all relevant stakeholders to:

* Provide guidance on how to focus goals on outcomes, determine service areas,
focus objectives on outcomes, and develop indicators that give the feedbackwe're
seeking;

* Provide guidelines on allocating costs to service areas in order to calculate
variousindicators.If Eskom, from the initiation of the process plans of its SHC,
coupled with its performance management system, follow the
frameworks,irrespective of political alignments, the abovementioned components are

visibly reflected in its performance management systems.

The question of who is responsible for measuring performance is demonstrated in
theform of logic models that are usually diagrammed as a series of boxes
representinginputs, activities, outputs, and outcomes. They are drawn either
horizontally or verticallyas shown below (Noorzaman: 1999,78).

Inputs ¢ Activities * Outputs « Outcomes

Explanation:

Inputs are resources dedicated or consumed by a program. Examples include
money,staff and staff time, facilities, equipment, and supplies.

Activities are what a program does with the inputs to fulfil its mission. Activities
includethe strategies, techniques, and types of treatment that comprise a program's
servicemethodology.

Outputs are the direct products of program activities and used as measures in terms
ofthe volume of work accomplished, i.e., classes taught, people served,
applicationsprocessed, etc.

Outcomes are benefits resulting from program activities. For a human services

programi,it is generally some change in a participant's condition; for economic
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development, it ischange in an area's economic status; and for public safety, it can
be the degree to whichcitizens are or feel safe.

The above details are specified directives extracted from SHC with the
relevantresource allocation. However, both input and activities evolve from the
mainstream ofcooperation with Government in the context of assistance that
isprovided to Eskom to promote social and economic reforms. Line
functionmanagers and senior management in Eskom are primarily tasked to
assessperformance at this internal level.This contextlooks at a broad spectrum of
areas that fulfil the components of aperformance management system, referring to
the mission, goals, objectives, andindicators to achieve developmental outcomes as
outlined by Eskom. At thislevel, adequate channels need to be created for citizens to
respond and assess servicedelivery to enable Eskom to measure results to learn
from it and to correct failureto attain public support. In this regard citizens bear the
responsibility to assess Eskom performance. It is at this point where performance is
monitored, measured and reviewedto determine whether developmental initiatives
haveor havenot been achieved on whateverprogrammes that would have been
instituted. A proper performance management system indicates, ifmeasures are
necessary to correct failure, what aspects of the entire system needto be managed
in a more progressive way, and whether citizens should, for example, playa more
active role for certain desired outcomes. A concern though is how much
influencepolitical agendas exert or how much leeway should be created to streamline
outputs forsupport.

It is imperative for the purpose of sustainable development that Eskom monitorand
evaluate their planning processes for the purpose of providing continuously
improvedservices to the constituencies they serve. Key Performance indicators need
to be in placeand changed if so required against which shareholders measure their
performance toensure effective and efficient outcomes as well as to adjust identified
segments in their SHC, if developmental initiatives change course.

Performance standards in the form of clear descriptions whether targets are met in
asatisfactory manner and whether time-frames allocated to these targets as well as

whetherthese targets are results of identified indicators are sure to project
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performance that reflectsuccess. This will ultimately surface in the form of
organizational objectives that havebeen achieving their key performance areas of

developmental delivery.

4.8 CONCLUSION

The process of PMS in Eskom states that it should aim to be more developmental in
its approach. This aim shouldbecome a cornerstone in the transformation process. In
pursuit of this goal, Eskom needs to be committed to working with staff to develop
sustainable methods of meeting SHC for government,economic and material needs.
Performance management is to foster a culture of accountability. The introduction of
Shareholder’'s Compact (SHC) and Performance Management are important policy
initiatives.ObjectiveThree of this research has been indicated in this Chapter. This
relationship requires Eskom to become more strategic in the approach to
development and theallocation of resources, towards the achievement its goals.In
Eskom, systems have been identified and, to a certain extent, are being
implemented, but propersynchronization of the development processes is still to be
achieved before a culture ofproper performance measures can stimulate growth in all

its facets.

The next Chapter is an analysis of shareholders compact for the purpose of
integration within the proposedframework of a PMS for Eskom. The
employees’participation workshopsundertaken as part of the SHC process will also
be analysed to determine whether theoutcomes were listed in the SHC that
ultimately influence the element of participation in performance management.

As is indicated in the next Chapter, Eskom still has to initiate policydiscussions with
regard to certain developmental priorities and get clarification ofstatutory
responsibilities between Divisions. Also certain functionsthat need government
intervention to realize certain programmes, and plansfor development that still need

to be work-shopped. Measurement for impact ofdevelopment priorities will be vague
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due to these existing disparities in thesynchronization of the developmental

processes, as strategic planning will not have aclear direction at this stage.

6 AN ANALYSIS OF ESKOM AND ITSSHAREHOLDER’S COMPACT
6.1 INTRODUCTION

This Chapter incorporates' an analysis of SHC for the purposes of establishing the
current reality at Eskom.This Chapter is an analysis of SHC of Eskom, in order to
establish whether the current situation and relateddevelopment plans, as set out in

the SHC of Eskom is in alignment.

|dentified Key Performance Areas and Indicators by Eskom will be taken
intoconsideration when analysing the effectiveness of PMS. This Chapter will thus be

of aninformative nature, with reference to the current situation in at Eskom.

6.2 PERFORMANCE AGAINST THE SHAREHOLDER COMPACT

This is an overview of performance against the key performance indicators in
Eskom’s shareholder compact1 with government, which is done at an Eskom

company level. (See here for more detailed information on the shareholder compact.)

Key performance Key performance Target Achieved Achieved Achieved
area indicator 2011 2011 2010 2009

Generation capacity

installed (Megawatts) 625 31574 45274 1 770%
Provide
adequate future
electricity for
South Africa

Transmission lines
installed (kilometres of @
line) 446 443RA 600 418RA

Transmission MVA

installed 3565 5 940" 16307 12550 @
Ensuring National load shedding
reliability of (Generation Induced) or No load @
supply of Un-served energy shedding None®* None™ 641,5
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electricity to all (system minutes)

South Afri
ou ricans DSM energy efficiency

annualised (GWh) 994 1 339RA n/a? n/a?

Cost of electricity —

(rand/MWh) (before

embedded derivatives

and depreciation) 327.28 296.36"* 255.09% 237.29°

Internal energy

efficiency — annualised

current year savings

(GWh) 24.0 26.27 n/a* n/a

Ensuring
business
sustainability of
Eskom Water usage (L/kWh

sent out) 1.35 1.35R4 1.34RA 1.35™

Debt:equity ratio
(company) 25 1.67°* 1.69%A3 1.32°

Interest cover
(company) 1.0 1.48RA 0.72RM 4.72)°

Percentage of local
content in new-build [ ]
projects 50.0% 79.7R4 73.9" n/a

Skills development: [ ]
Supporting the Eskom trainees/bursars

developmental (learner pipeline) 4 500 5 283RA 5 2557A 5907
objectives of Engineering

South Africa trainees/apprentices 3500 4 2407 3780™ 3535

Additional number of

non-Eskom learners on

Eskom-sponsored

learning 450 550%A 236" n/a

1. The compact measures the performance of the electricity business.

The basis of measurement changed for the current year. In prior years, verified savings of
372MWRA (2010) and 916 MWRA (2009) were achieved.

3. Restated

4. Reporting basis has changed from 2010, therefore not comparable to 2011.

RA — Reasonable Assurance provided by the independent assurance provider (Refer here).

2.

From this it is evident that the predominant issue in Eskomis capacity and
transmission lines. With reference to the above, the issues that surface, is an
affirmation of the developmental path Eskom needs to be directedto, in order to fulfil
its developmental role for increased social and economic reforms in

The country...The SHCProcess Plan of Eskomindicated that:

"Before Eskom commences with the SHC process, it has to do some preparation in

order to:
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» Ensure a well-organized process with adequate and effective involvement of
allrelevant role players;

» Ensure that the SHC becomes a tool for institutional transformation;

* Help Eskom to plan the process in line with the requirements of the Government.

* Ensure that all previous SHC related work done is carried forward into the SHC.

Underlying basis for this quote, in the context of the above-elaborated background, is
that in scrutinizing the SHC, an assumption should be made that theseissues and
projects should be reflected in the SHC. Unless proven to the contrary to
havepolitical, strategic or financial implications that brings about exclusiveness of
certainpriority issues and projects as identified by government. In the same
breathensuring that the required mandate to fulfil Eskom’s role to
spearheaddevelopmental local governance as pointed out in government Systems
Act, 2000.

The SHC reflects the 625MW target for capacity installation was not achieved due to
ongoing challenges at Grootvlei unit 5 and Komati unit 4. At Grootvlei, there was a
super-heater boiler tube leak. At Komati, the front end of the high-pressure rotor
shaft sheared, due to an unexpected blow as a result of a turbine failure. The target
installation of 446km of transmission lines was missed by a small margin due to
outstanding land and rights issues (outstanding approvals and permits); late access
to land and unsuccessful land acquisition for servitudes due to landowner resistance;

the unavailability of required outages and rain.

In the SHC it is envisaged that management system, which is directed
atimplementing and monitoring all SHC needs that ought to be developed. Quoting
from the SHC, it is indicated that the internal transformation needs should address:
* "The role of the CEO;

* The role of the Management Team;

 The role of the Manager: Strategic Services;
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» The appointment of project teams;

» Co-ordination between project teams and management and between project teams
and SHC structures; and

* Regular process reports on SHC projects, etc."

From an operational perspective, it is indicated that the financial plan was, at the
time,not work-shopped and accepted by the government, but preliminary provision
was beingmade by board estimates with the incorporation of SHC inputs. This
indicated that,due to non-synchronization of development processes as referred to
earlier, disparities inimplementing development programmes and projects still exists.
The five-year Action Programme was to be completed with the adoption of the SHC.
Operational strategiesthat were identified by executives were a Spatial Development

Framework,

6.3 CONCLUSION

The financial management arrangement of Eskom is reflected in anumber of
documents. However, at the time of adopting the SHC, the financial plan hadnot
been work-shopped and adopted by the employees. A number of Key Performance
Indicators has been identified in the SHC for all theDevelopment Priorities that
includes the general indicators. It should be notedthat at the time of adopting the
SHC, Key Performance Indicators had also not beenwork shopped and accepted by
employees. In the Capital and Operating Budget of Eskom for the 2003financial year,
a sense of streamlining funds to optimize the capacity in allarea is perceptible.
However, the question iswhether the streamlining is in line with the priority issues
that were identified by thedifferent development areas, if stimulation in the respective
areas of prioritization willsurface to ensure developmental or whether these priority
issues arebrought about selectively to fulfil political convictions to secure support
fromgovernment. An indication from interviews in the next Chapter provides possible

answers to these questions.
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The final Chapter consolidates all common aspects of a PMS as confirmed at this
point,and analyses answers from unstructured interviews, in order to develop a

frameworkproposed for a viable effective PMS for Eskom Holdings.

7 PROPOSED FRAMEWORK FOR EEFECTIVEPERFORMANCE
MANAGEMENTSYSTEMAT ESKOM

7.1 INTRODUCTION

As indicated in the conclusion of the previous chapter, this chapter consolidates
allcommon aspects that surfaced from the various Performance Management
Systemsresearched and the guidelines provided for the purpose of giving direction to
theformulation of a proposed effective PMS for the Eskom. Consolidation is
supported by the deliberations provided from selected officials within Eskom in

response to the unstructured interviews that were undertaken.

It will be indicated in this Chapter that at this stage of development within Eskom the
data and logistics for SHC and projects are still sporadic, with regard to who is
responsible for what, and policiesthat still need to be developed for specific
programmes. Therefore, no specifications withregard to specific, measurable
outcomes will be incorporated in the proposed PMS for the Eskom. The developed
PMS will thus provide aframework in which development priorities may be monitored
and evaluated.

7.2 GUIDELINES DERIVED FROM DATA OF PREVIOUS CHAPTERS

The objective of performance measurement is to monitor priorities as identified in the
SHC, which ultimately aims to increase the overall delivery standards at Eskom. The
rationale behind this is to ensure that service delivery becomes increasingly
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moreout-put based, with the emphasis on furthering the accountability status of
executives.This is emphasized because it is an expectation of government
thatresources should be used efficiently in providing thehighest level of services, and
also the fact that employees have theresponsibility of ensuring that the programmes

as identified, meet their stated objectives.

The Final Report on Performance Management submitted by EXCO:
2000encompasses the above by stating that a PMS should be:

* Mission driven;

* Delivery orientated; and

* Result orientated

In general, Eskom is encouraged to measure performance because it:

» Strengthens accountability; what get measured, can be improved upon

* Enhances decision-making; measurement involve employees participation
 Improves customer service; delivering developmental goals

* Assists governments in determining effective resource use

 Supports strategic planning and goal-setting.

NishendraMoodley (200:8) confirms this when he says: "In developing a framework
forperformance management, it is important that it is conceptualized as an inherent
part ofmanagement in Eskom, and as part of the SHC process. It should not be seen
asan additional process or a parallel process, but that it is a new way of working,
whereplanning and management is performance based.

Therefore, a PMS aims to support decision-making, reporting and management,
whereby detailed information is necessary to guide the implementation of
performancemeasurement processes. Questions that should be asked to bring
relevance to theabove mentioned are:

* What performance measures (indicators) are in place to evaluate program results?
* How do officials perceive the usefulness and quality ofperformance measures?
These questions are also a guide to the incorporation of the above-
mentionedfundamentals within the proposed framework of the PMS.International

studies have indicated that performance measures are used to monitorstrategic
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initiatives, to guide the budget process and to allocate resources that
producespecific strategic results in order to see a clear, organizational
consciousness foraccountability. It has been proved that measurement promotes
government and employees and achievement. It has also been found from these
internationalcase studies that the quality of performance measures is critical in
establishing thecredibility of measurement processes. This is supported by the fact
that performancemeasures should bring about changes in staff behaviours, changes
in organizationalculture, cost savings and service performance improvements. The
conclusion was madethat measures (indicators) should be:

* Clear,;

» Comprehensible;

* Understandable;

* Results-orientated,;

* Useful and valid;

* Verifiable; and

* Accurate

The above list reflects the common aspects reflected in these case studies, which is
thatwithout detailed information, there is little to guide Eskom effective
implementation ofperformance measurement processes. Another resolution is that
program measures (indicators) are most useful at the programlevel, particularly for
on-going monitoring of programme outputs and outcomes.Marshall (1998:7) also
indicates that performance measures are proved to be moreeffective if they are
discussed in board’s budget deliberations. He argues that whenthings can be
proven, the information on what really needs to be known is available forthe budget
process. He also indicates that to know the exact costs of goals, with thehistorical
data of what actual performance have been, predictions could be made forfuture
costs. Managing for results in a broader perspective should, therefore,
aligndepartmental plans, budgets, operating plans, team and individual performance
reviews, which should then be linked to common and measurable goals.
Performance indicators atall levels are aimed to align all these goals.Performance

indicators must be established that guide resource allocation and at the sametime
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communicate to employees the goals, objectives and effectiveness of aprogramme.
Should this be achieved, the following aspects are a projection government, fulfilling
its developmental mandate:

e Development for the marginalized in its area of authority;

e The re-alignment of resources;

e Programmes of importance in the SHC are being institutionalized, with the
accessibility of information to the targeted areas

e A PMS in place that will monitor and measure performance.

Coupled with the above are the challenges for a PMS, as identified by Rashied

(1999:21), which are:

e How to get employees involved in performance management, which will be a
true

o reflection government's integrity to make itselfrelevant to employees;

e How political vision and priorities should reflect the aspirations and
expectationsof employees and not be a barrier to the use of performance
measurement byengaging into programmes that are costly, but have political
connections;

¢ How theboard should be honest about setting priorities and targets.

e Commitment to employees and honest feedback will be an insurance of this;

e The challenge to establish innovative ways to work across all sectors,
because theco-operation of all stakeholders is imperative for a mutual
understanding of aPMS.

e Continuous education on PMS to Eskom managers;

e Establishing new financial management systems inorder for managers to

measure performance more accurately at different levels.

Ensuring the alignment of individual actions with organizational goals and objectives
willfurther strengthen a PMS, by cascading identified performance measures
(indicators)through all levels of the organization. These Key Performance Indicators
(KPI's) areidentified in the operations of a programme to monitor progress enabling

the achievementof the desired results. Performance indicators aim to define how
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performance is measuredalong a scale and also subsequently enabling executives
to determine whether itsorganizational structure is suitable to meet its strategic
objectives. Importantly, Eskom indicators should be linked to employee performance
management systems.

High performing employees, within their scope of contribution towards a
particulardevelopment programme, will be instrumental in achieving the desired
results of aprogramme as envisaged by Eskom. These indicators should be linked to
theparticular programme as identified in the SHC, because before indicators can
beestablished, objectives and priorities should be reflected in the SHC. Nayyer-
Stone (1992:42) considered four primary types of performance indicators:

* Input - the amount of resources used;

 Output - the activities undertaken to provide the service, for example: the numberof
projects; number of people served;

» OQutcome - how effectively services are being provided, for example: capacity of
electricity.

« Efficiency - referring to what were achieved, for example: the cost per unit ofoutput.
In order to identify these indicators for monitoring and control purposes, which the
reason for development of key performance indicators,

Questions are listed as:

1. What are the operations of a particular programme?

2. What was the amount of resources used for a particular programme?

3. What is the anticipated outcome of this programme, taking cognizance of theinput
that was invested?

4. What other departmental plans, budgets, operating plans, team and
individualinput is incorporated in a particular programme?

5. Is there a specific trend or benchmark that IS identified against
whichmeasurement can take place?

6. Who are the stakeholders and what are their responsibilities or respective roles?
7. What leadership structures from high-level officials are in place to

measureperformance?
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8. What are the areas of focus for employee performance to a particular
identifiedprogramme?

9. What are the expectations from Eskom to employees on which a
particularprogramme are directed at?

10. What is the broader developmental outcome that Eskom wish to achievethrough
a particular programme?

11. How accessible is Eskom?

7.3 PERFORMANCE MANAGEMENT SURVEY RESULTS

Set of questionnaires were sent to programme managers, SHC Manager, The
Executives,project managers, Performance Management Manager, HRManager,
finance managersand supervisors across all divisions.All the questions weredirected
to the people mentioned above, It wasindicated that, in monitoring performance, it is
important that development(Social, economic and organizational development)
should be integrated to ensure that allfunctional areas should supplement each other
to ensure the determined framework. One Manager indicated that for monitoringand
review of performance, the SHC Manager should monitor all
developmentalprogrammes through a central database which is project-based and
departmentally-linked,where relevant information is processed on a monthly basis.
The rationale is to ensurethere is a continuous improvement of projects.The
following questions evolve from the Eskom PMS framework, Responses are
consolidation from all responded:
The level of satisfaction with Performance Management efforts is assessed with
respect to the following six “better management” expectations for the organization

o It enables management on the basis of evidence.

o It facilitates management of a comprehensive set of performance

indicators.

o It supports the integration of business processes

o It provides the necessary agility in steering the organisation.

o It enables the alignment between strategy formulation and

execution.
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o0 It helps to establish a learning organization.

Respondents are not overwhelmingly satisfied with previous Performance
Management initiatives. Overall, the expectations for management on the basis of
evidence, the use of more balanced sets of performance indicators, and the
alignment of strategy formulation with execution seem to be met by at least a
majority of the respondents. However, less than 50% of the respondents claim to be
successful on the other dimensions.

Satisfaction was then split out per respondent profile (see Figures 8, 9, and 10).
Senior executives and senior managers seem to be more satisfied than individual
contributors. Still, overall, a considerable number of respondents remain unable to
assess the success of past Performance Management initiatives. Interestingly, the
number of “don’t know” responses seriously increases when going down the

organizational ladder.

Satisfaction with Performance Management efforts

Management on the basis of evidence

Management of a comprehensive set of
performance indicators

Integration of business processes

Agility in steering the organisation

Alignment of strategy formulation and

execution
Learning Organisation i
1 T T T T 1
0% 20% 40% B0% B0 100%
% of respondents
Opon't know O Eelow Expectations
B Meets Expectations B Exceeds Expectations

M-524
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Satisfaction with Performance Management efforts
- Senfor Executives and Senior Management

Management on the basis of evidence

Management of a comprehensive set of
performance indicators

Integration of business processes

Agility in steering the organisation

Alignment of strategy formulation and

exemtion

Learning Organisation

1 T T T T T T T T T 1
0% 10% Z0% I0% #0% 50% 0% TO0% BO0% DOF 100%

% of respondents
0 Don't know O Below Expectations
B Meets Expectations M Exceeds Expectations
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Satisfaction with Performance Management efforts
- Middle Managers

Management on the basis of evidence

Management of a cnmp.rd:l.eusjve set of
performance indicators

Integration of business processes

Agility in steering the organisation

Alignment of strategy formulation and [
execution

Learning Organisation

1 T T T T T T T T T 1
0% 10% 0% 30% 40% 50% 60% TOW B0 DO0%W 100%
% of respondents

Olon't know O Eelow Expectations
EMeets Expectations H Exceeds Expectations

N=170

7.3.1 TOP FIVE CHALLENGES TO PERFORMANCE MANAGEMENT
Out of 16 different challenges to Performance Management success that were

presented to the survey respondents (see Appendix 11), the following top 5 emerged

1. Culture change
2.Business rules analysis
3. Data quality

4.ROl justifications

4. Budget constraints
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Top five mest important challenges
to Performance Management

Rela tive importan ce compared
tothe Nol duallen ge

Colture ' Bmsimess Data quality ; ROT
change rulles justification
analysis =

All respondents were asked for their top five ranking. The overall ranking of
challenges was obtained by summing the rankings of all individual respondents for
each ranked item. The relative importance for the top five resulting items was
obtained by comparing the total item rank of each item with the rank of “culture

change” as the leading challenge (see Figure 11).

7.3.2 Performance Management information as a corporate asset
Still about one third of the survey respondents feel that both Finance as well as the

business side undervalues Performance Management information as an asset to the
enterprise (see Figure 13). Somewhat over 50% of the respondents are satisfied with
how their organisation’s business and finance side value it. Interestingly, some small
percentage of the respondents believes that Performance Management information
is excessively valued as an enterprise asset, both at the business as well as the

finance side.
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Performance Management information
valmed as a corporate asset?

Dot knvoww

Too little

Enough

Excessive

o 10 20 30 40 50 &0

% of respondents
Oat the Business side W at the IT side
M =607

7.3.3 Performance Management solution priorities

The survey respondents were asked to flag their solution priorities for Performance
Management. Two of them really stand out: Strategic Management solutions and
Financial Management solutions. More than 70% of the respondents ticked them off
in the list. Risk and compliance is a distant third with some 39% of the respondents
having it on their priority list. HR value management and Finance value management

solutions complete the top five.
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Performance Management solution priorities

Strategic management

Financial managememnt
Sales intelligence |

HE valne management [

IT value management [ £
Customer intelligence |
Supply Chain intelligence |

Risk managememnt [
Inmovation management [
Services management [
Procurememnt [

Other

0 10 20 30 40 50 &0 70 80

% of respondents

7.3.4 Eskom technology toolset

STANDARD REPORTING TOOLS

These tools are used by professional developers to create standard reports for

groups, departments, or the enterprise.

END-USER QUERY AND REPORTING TOOLS

These tools are used by end-users to create reports for themselves or others;

requires no programming.

DATA INTEGRATION AND DATA WAREHOUSING TOOLS
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These tools are used to construct and maintain an integrated data household on top
of which monitoring, analysis and reporting applications run.

DASHBOARD/SCORECARD TOOLS

These tools allow end-users to view critical performance data at a glance seeing
graphical icons and drill down to analyse detailed data and reports if desired

7.3.5 Performance Management Competency Centres

The idea of establishing a dedicated Competency Centre for Performance
Management that is a cross-functional team with specific tasks, roles, responsibilities
and processes for supporting and promoting the effectiveness of Performance
Management, seems appealing to a vast majority of the survey respondents (81.6%)
(See Figure below). 22.9% are strong supporters, 40.4% think of it as a valuable
notion, and 18.3% assume at least some benefits may result. Only some 6% of the
respondents seem to be opposed to the idea. Of course, the setup of such a team

may take on many different forms.

FPETTOTMANCE MANa FEMENT LOMPETEnCY LENTEDS a5 CATAIFSTS T

1,6%

/‘2.1%

12,0%

18,3%

10 4%
B strongly agree 0 Agree B Mildly agree O Neutral
O Mildly disagree O Disagree B Strongly disagree
M = GOT
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Performance Management covers
The combination of management, methodologies and metrics, supported by
applications, tools and infrastructure enabling users to define, monitor and optimise
results and outcomes to achieve personal or departmental objectives, while aligning
with strategic objectives across multiple organisational levels. (Source: Gartner)
1. How is the theme of Performance Management situated in Eskom’s
radar?
e We have been investing in Performance Management for some time
now (1)
e We recently started to invest in Performance Management (2)
e We are planning to invest in Performance Management (3)
e We are not interested in Performance Management (4)
2. Which functional areas in Eskom are giving top priority to Performance
Management?
e Human Resources(1)
e Finance (2)
e Risk and compliance (4)

e Supply chain (3)

3.1. How satisfied is Eskom with its Performance Management efforts
contributing to the following:
Management on the basis of evidence

Exceeds expectations (1)

Meets expectations (2)

Below expectations (3)

Don'’t know (4)
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4.2. How satisfied is Eskom with its Performance Management efforts
contributing to the following:
Management of a comprehensive set of performance indicators
Exceeds expectations (1)
Meets expectations (2)
Below expectations (3)
Don'’t know (4)
4.3. How satisfied is Eskom with its Performance Management efforts
contributing to the following:
Integration of business processes
Exceeds expectations (1)
Meets expectations (2)
Below expectations (3)
Don’t know (4)
4.4. How satisfied is Eskom with its Performance Management efforts
contributing to the following:
Agility in steering the organisation
Exceeds expectations (1)
Meets expectations (2)
Below expectations (3)
Don’t know (4)
4.5. How satisfied is Eskom with its Performance Management efforts
contributing to the following:
Alignment of strategy formulation and execution
Exceeds expectations (1)
Meets expectations (2)
Below expectations (3)
Don'’t know (4)
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4.6. How satisfied is Eskom with its Performance Management efforts
contributing to the following: Learning organisation
Exceeds expectations (1)
Meets expectations (2)
Below expectations (3)
Don’t know (4)

5. What do you believe to be the five most important challenges to
achieving Performance Management success? Please rank your top 5 by
clicking (1 = 1st most important, 5 = 5th most important)

Business rules analysis (1)
Education & training (2)
Understanding and managing user expectations (3)
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Data quality (4)
Data integration (5)

Vendor collaboration and support (6)

ROl justification (7)
Budget constraints (8)
Culture change (9)

Management sponsorship (10)

Time required implementing (11)

Analytical skills (12)
Tool capability (13)
Technical skills (14)
Computing power (15)

Collaboration between Business and IT (16)

Other (please specify) (17)

6.1. To which extent does Eskom

Information as a corporate asset?
Too little (1)
Enough (2)
Excessive (3)
Don’t know (4)

value

Performance Management

6.2. To which extent does Eskom value Performance Management

Information as a corporate asset?
Too little (1)
Enough (2)
Excessive (3)
Don'’t know (4)
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7. What are Eskom’s solution priorities for Performance Management?

Strategic management solutions (e.g. Balanced Scorecard, internal process
management) (1)

Financial management (e.g. budgeting and planning, consolidated reporting,
activity based management) (2)

Sales intelligence (e.g. sales forecasting) (3)

Innovation management (e.g. R&D management, manufacturing and process
innovation) (4)

Supply chain intelligence (e.g. improve forecasting accuracy) (5)

HR value management (e.g. competency development, HR administration) (6)

IT value management (e.g. service level agreements, capacity planning, IT
cost management) (7)

Service management (e.g. after market, expertise, recycling management) (8)

Customer intelligence (e.g. customer analytics, marketing automation) (9)

Risk management (e.g. fraud, security) (10)

Procurement (e.g. improve procurement function) (11)

Other, please specify (12)
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8.1. Which of the following Business Intelligence (Bl) technologies does
Eskom use for Performance Management?
Standard reporting tools.

Used by professional developers to create standard reports for groups,
departments, or the enterprise.

Yes (1)

No (2)

Don'’t know (3)
8.2 Which of the following Business Intelligence (Bl) technologies does
Eskom use for Performance Management? End-user query and reporting
tools.
Used by end users to create reports for themselves or others, requires no
programming.

Yes (1)

No (2)

Don'’t know (3)

8.3. Which of the following Business Intelligence (Bl) technologies does
Eskom use for Performance Management?
Dashboards/Scorecards tools.

Allow end users to view critical performance data at a glance seeing
graphical icons and drill down to analyse detailed data and reports if
desired.

Yes (1)

No (2)

Don’t know (3)
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8.4. Which of the following Business Intelligence (Bl) technologies does
your company use for Performance Management?
Advanced analytics and data mining tools.
Allow business analysts to create descriptive or predictive models of
business activity.
Yes (1)
No (2)
Don’t know (3
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8.5 Which of the following Business Intelligence (Bl) technologies does Eskom
use for Performance Management? Data integration and data warehousing.
Used as an integrated data household on top of which monitoring, analysis
and reporting applications run.

Yes (1)

No (2)

Don’t know (3)

8.6. Which of the following Business Intelligence (Bl) technologies does
Eskom use for Performance Management? Workflow and collaboration.
Enables users to both share and discuss information and collaborate in the
context of a business process or activity.

Yes (1)

No (2)

Don’t know (3)
9. Please indicate the appropriate answer in response to the following
statement: Eskom should have a cross-functional team with specific tasks, roles,
responsibilities and processes for supporting and promoting the effectiveness of
Performance Management.

Strongly disagree (1)

Disagree (2)

Mildly disagree (3)

Neutral (4)

Mildly agree (5)

Agree (6)

Strongly agree (7)
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10. Your functional domain:

Strategy (1)

Finance (2)

Sales (3)

Products & Services development (4)
Operations (5)

Human Resources (6)

Information Systems and Technology (7)
Customer Service (8)

Marketing (9)

Risk and Compliance (10)
Procurement (11)

Other, please specify (12)

11. Your position in the organisation:

Senior leadership / Executive (1)
Senior manager (2)

Middle manager (3)

Supervisor (4)

Individual contributor (5)

Other, please specify (6)
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A PROPOSED FRAMEWORK FOR EFFECTIVE PERFORMANCE
MANAGEMENT SYSTEM FOR ESKOM

As indicated earlier in this dissertation, the development of a PMS is not aimed at
aparticular programme and project, as currently envisaged by Eskom,
becauseproper data is necessary to undertake research of such a
nature.Consolidation of all aspects that a Performance Management System should
encompassas well as the responses from the questionnaires, the following should
provide aframework in which this mechanism should operate:

1. A Performance Management System should, firstly, encompass a
developmentalvision and mission for Eskom with directives to achieve the
developmentobjectives of the organisation from the big variation of the standards of
employees andthe need to balance this. This should be regulated within a framework
of organizational ethics with regard to service delivery. With regard to ethos, the
code of conduct for employees and officials as stipulated in relevant policies and
processes tobe the guidance for service delivery to its employees.

2. Secondly, development aims are to develop and give effect to the realization of
themission and vision of the organization and to integrate the mainstreaming of
participatorygovernance within a performance-driven Eskom. These aims are
encompassed inthe new developmental role that is envisaged Eskom since the
inception ofthe transition. In the case of Eskom

* All citizens shall have access to adequate electricity

* An economical, effective, efficient and accountable organization.

+ Conditions to be conducive for attracting investment in the area

* To ensure that sufficient, suitable, adequate and appropriate land is made available

tomeet the various needs.

Thirdly, governance mechanisms need to be implemented to ensure that

thedevelopmental aims of Eskom have a stipulated framework in which it operates.
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The challenges for Eskom is to increase performance is thusto develop and use new
policy, restructure its administration and service deliveryarrangements as well as
developing and provide new cultures and skills for officials, inorder to facilitate a

performance-driven Eskom on a sustainable basis.

At an administrative level, the appropriate delegation of responsibility and
accountability,and the alignment of the organizational structure to the programme
structure, are essential. Accountability processes are much more effective if outputs
and outcomes areclearly specified in advance. If managers are allowed to manage,
and are given theappropriate responsibilities which allow them to do this, the
emphasis moves frombureaucratic control to service delivery. It is believed that
budgeting for results can beimplemented successfully if there is sufficient institutional
and managerial support and awell-co-ordinated implementation strategy.

Fourthly, the structure of the organization is imperative if Eskom aims to become
output-orientated. How, then, should a developmental Eskom be structured to take
on these developmental challenges? The organizational design of an institution plays
a critical role in financial planning andexpenditure and revenue management. It is
essentially concerned with dividing the workand responsibilities in a coherent
manner, so as to obtain the best performance fromindividuals and the organisation
as a whole. ldeally, the organisational design should be streamlined, with managerial
powers and control over decision-making distributed and delegated according to
programmestructure. In this way, specific individuals are made responsible for
certain functions andactivities and are held accountable for these. Within the
performance budgeting system each manager, given the necessary responsibilities,
can be held accountable for achieving specific objectives in the form of outputs or

outcomes, depending on the level ofmanagement.

Theanswer lies in how Eskom utilizes its resources in order to maximize itspotential
to become more effective and efficient. Firstly, the basic organizational
anddevelopmental questions need to be addressed - for example, the relationship

between Eskom and outlying offices; the creation of co-operative
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mechanismsamongst Eskom departments, and improving Eskom' public relations
withintheir employees. In the process, it is envisaged that SHC should be
theframework according' to which Eskom is organized. There is a need forEskom to
focus on the basic requirement of administrativecompetence when programmes and
anticipated deliverables are identified in the SHC.This would be the strategic

departure for performance measurement.

Secondly, in order for Eskom to increase its performance, adherenceto the following
requirements of the policy aims to ensure that the administrationbecomes
development-orientated:

* To ensure that its managers and other staff members align their roles
andresponsibilities with the priorities of the SHC.

* To establish clear relationships, and facilitate co-operation, between government
office-bearers and Eskom

* To perform its functions through operationally effective and
appropriateadministrative units and mechanisms, including departments and other
functionalor business units, and where necessary, on a decentralized basis;

* To assign clear responsibilities for the management and co-ordination of these
administrative units and mechanisms;

* To delegate responsibility to the most effective level within the administration,
And

* To involve staff in management decisions as far as practicable.
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Throughout the whole spectrum of these requirements, Eskom isrequired to take
serious steps to promote co-operation with government and toinvolve the employees

on a sustainable platform, in decision-making as a measure toincrease performance.

For Eskom to maximize performance and become an SHC-guidedorganization, it
should thus:

* Focus on developmental outputs such as infrastructural projects, build programme,
network strengthening, or investment promotion, which, to a certainextent.

» Secondly, in an output-oriented Eskom, the administrative, financial andtechnical
departments would be aimed primarily at supporting the developmentalfunctions
(whether located in the economic, social services or technicaldepartments);

* Thirdly, it would be more developmentally driven should Eskom employa high level
of developmental staff, where such staffs has appropriatequalifications and
experience in development management, programmemanagement or project
management.

Fourthly, the need for departments in Eskom to co-operate and coordinatetheir
activities in the implementation of development projects is to beintensified. Key
functions in Eskom that can play a more effectiveguiding role in developmental
programmes should be investigated. Herebyreferring to the utilization of functions to
ensure that can be programmes andprojects are SHC guided. Co-ordination and
mutual adjustment of priorities should be continuously monitored and reviewed. This
requires a high degree ofleadership from the CEO, who needs to be sufficiently

andconstantly informed of project requirements and dynamics;

Lastly, for a Performance Management Framework to increase output, Key
Performance Indicators (measures), as identified by Eskom, to
becomedevelopmentally orientated in the SHC, should be the tangible measurement
yardsticksprojecting itself in the form of programmes and projects to be achieved.
This should beapproach with consideration of all the above mentioned to ensure that

Eskom becomes output driven.
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The importance of performance indicators is aimed at guiding resource allocation
and atthe same time communicates the goals, objectives and effectiveness of a
programme tothe employees. These findings and recommendations thus provide a
framework for a PerformanceManagement System to operate within
Eskom,supplemented by the system that is already in place within Eskom as

discussedearlier in this Chapter.

6.5 CONCLUSION

Eskom should deliberately and systematically set aboutcreating a fully integrated
system of managing for developmental results, in which

department business plans, budgets, operating plans, and team or individual
performance reviews are all linked by common, measurable goals, and performance
indicators are usedat all levels that align with those goals.. Performance measures
play an important role inaligning all these key processes to achieve the intended
integrated system. The system isfurther integrated by performance auditing and
auditing of performance measures, for both an accountability link, and to provide a
view from outside departments on how theycan improve their performance and the
way they measure performance. Essentially, a clear mission, and strategic goals,
indicating what they need to achieve andidentified methods whereby they will go
about achieving the strategic goals, should beput in place. This must be
supplemented by clear plans for how human, financial andphysical resources are
procured and utilized, as well as agreed-upon quality assurancestandards, for all

aspects of organizational functions.
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Performance Management Questionnaire
Dear Participant

| am a Final Year MBA student with UNISA SBL conducting research under the
supervision of DelisiweDludlu. My research is about evaluating effectiveness of

performance management at Eskom.

Eskom Holdings has a performance management system in place, However there
are several challenges that remain to be addressed about performance management
at Eskom. Concerns have been raised regarding the effectiveness and objectivity of
performance management in Eskom. There is a lot of confusion and fears about the
link in areas of evaluation objectives, developmental objectives, promotions,
incentives and career development without threatening the relationship between
superior and subordinate. The credibility of the system remains in question. A fair
and transparent reward mechanism is the major drawback that employees have no
clarity on how management go about allocating it. Furthermore employees have no
trust in their superiors that performance management is not used as punishment for
personal differences and it is used for managing employees out of the department or
organisation. Employees also feel that performance management in Eskom is a one
way communication instead of promoting a two way communication system between
the supervisor and the subordinate. Employees have observed that goal setting does
not happen at the beginning of the year but later when incentives are due for pay out
i.e. performance management in Eskom is primarily seen as an annual event, a form
completed prior to the end of the financial year. The form is filed and in most cases
will not be touched again until the next review the following year. The performance
appraisal may or may not be referred to at the annual pay review. Therefore the

study will discuss the effectiveness of performance management at Eskom Holdings.
There is only one phase which | will randomly select employees in the Divisions.

Completion of the questionnaire will take 15 minutes of your time minimum, and

may be filled in by any employee in Eskom Division. Participation in this project is
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completely voluntary. If there are any questions that you prefer not to answer, you
may skip them. If you would like to write additional comments on the questionnaire,
please feel free to do. All information that you provide through your participation in
this study will be kept confidential. Further, you will not be identified in the thesis or
in any report or publication based on this research. There are no known or

anticipated risks to participation in this study.

| will pick up the completed questionnaire in un-marked envelops/box on the 16° of
April 2011 alternatively send to me via my email address

kate.maluleke@eskom.co.za

Thank you in advance for your co-operation in my research.
Yours sincerely,

Kate Maluleke

+27 83 4460319
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Respondent number

SECTION A

Kindly complete this section. This section is requested for statistical purposes only.
The information you provide will only be used for the purpose of this research and
nothing else. Researcher conformation to ethics, dictates that confidential

information will be strictly adhered to.

Please tick the appropriate one in a box

1. What population group are you?

Black

White

Indian/Asian

Coloured

2.1lama

Female

Male

3.What age group are you?

22-30 years

31-45
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45 and above

SECTION B

1. Which section are you in Eskom( tick only
one answer in a box provided)

e Consulting

e Finance

e Auditing

e Human Resources

e Commercial

¢ Project Management

o |T

e Other please specify

2. Which Division are you in Eskom(Tick for the
appropriate answer))

e Transmission

e Capital expansion

e Generation

e Distribution

e Corporate
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3. What is your position in the organisation
(Tick the appropriate answer))

e Senior leadership / Executive

e Senior Manager

¢ Middle Manager

e Supervisor

e Other please specify

4. What band are you (Tick the appropriate
answer))

e TO09-T13

e P/S/M Band

e E &FBAND

5.How is the theme of Performance
Management situated on your division’s
radar?(Tick ONE appropriate answer using the
box provided))

e We have been investing in Performance Management
for some time now

o We recently started to invest in Performance
Management

e We are planning to invest in Performance
Management

o We are not interested in Performance Management
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6.Which functional areas in your organisation

are giving top priority to Performance

Management?(indicate in a box provided by

using number 1-4)1= high and 4 low)

e Finance

e Supply Chain

e Human Resources

¢ Risk and Compliance

8.How satisfied are you with performance
Management efforts contributing to the
following:

Management of a comprehensive set of
performance indicators (Tick the appropriate

answer using the box provided)

o Exceeds expectations

o Meets expectations

o Below expectations

e Don’'t know

9.How satisfied are you with Performance
Management efforts contributing to the
following:

Integration of business processes(Tick the

appropriate answer using the box provided)

o Exceeds expectations

e Meets expectations

o Below expectations

e Don’t know

10.How satisfied are you with performance
Management efforts contributing to the
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following:

Agility in steering Eskom

(Tick the appropriate answer using the box
provided)

o Exceeds expectations

e Meets expectations

o Below expectations

e Don’t know

11.How satisfied are you with Performance
Management efforts contributing to the
following:

Alignment of strategy formulation and
execution

(Tick the appropriate answer using the box

provided)

o Exceeds expectations

e Meets expectations

o Below expectations

e Don’t know

12. How satisfied are you with performance
Management efforts contributing to the
following:

Learning organisation (Tick the appropriate box)

o Exceeds expectations

o Meets expectations

o Below expectations

e Don’'t know

13. What do you believe to be the five most
important challenges to achieving Performance
Management success? Please rank your top 5
by indicating with 1-5 (1 = 1st most important, 5
= 5th most important)
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Business rules analysis

Education and training

Understanding and managing user expectations

Budget constraints

Culture change

Data quality

Data integration

14. To which extent does your Division value
Performance Management Information as a
corporate asset (Tick the appropriate box)

Too little

Enough

Excessive

Don’t know

15. What are Eskom solution priorities for
Performance Management (use the provided box
and indicate with a number (use number 1-6)
(1=High and 6 Low)

Strategic management solutions (e.g. Balanced
Scorecard, internal process management)

Financial management (e.g. budgeting and planning,
consolidated reporting, activity based management)

HR value management (e.g. competency
development, HR administration

Procurement (e.g. improve procurement function

IT value management (e.g. service level agreements,
capacity planning, IT, cost management)

Other, please specify

16. Please indicate the appropriate answer using

a box in response to the following statement:
Eskom should have a cross-functional team
with specific tasks, roles, responsibilities and
processes for supporting and promoting the
effectiveness of Performance Management.

Strongly disagree

11 8 MBA Dissertation by Kate Maluleke

UNISA 2012



o Disagree

o Mildly disagree

e Neutral
o Mildly agree
o Agree

e Strongly agree

17. Which of the following Business Intelligence
(Bl) technologies does Eskom use for
Performance Management (Tick the appropriate
box)

e Dashboards/Scorecards tools.

e Allow end users to view critical performance data at a
glance seeing graphical icons and drill down to
analyse

e Detailed data and reports if desired
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