Management by Objective (MBO) and Performance-based Appraisal
   MBO system ‘s purposes:

· To have each employee pursues clearly defined goals, 

a) in line with the company objectives 

      and 

b) valuable to both the organization and the employee

so that both the company and the individual work together towards known common goals - without conflicts, and grow.

· To improve the subsidiary’s business performance by 
a) promoting the nurturing of employee capabilities and eagerness, 
and 
b) creating a reward structure based on achievement : rewarding/promoting employees who achieve real results based on review of their MBO objectives. 

HOW DOES THE SYSTEM  WORK ?
A) At beginning of the fiscal year, the YEU president communicates - to the department heads - the company’s objectives based on those of the Yamatake Group.

B) Department managers define their department objectives based on the directives given by the company president
C) Department heads will explain the coming year company business strategies and department objectives to their staff  (individual interview) using the MBO SHEET FORM. for all the forms used by YEU in MBO system, there is a version for  management level positions and non-management levels ones. 

D)  Based on this information, each staff member will formulate by him/her self  his/her own objectives  for the next fiscal term and the  action plan to achieve each of the goals, using the same MBO SHEET FORM.

For non-management level employees, support of the manager may be necessary to help determine the yearly objectives.

E) During an  interview,  the employee and supervisor will discuss objectives defined by employee, in order to come to an agreement over  the employee’s final objectives (for mid-term, long-term and over the whole fiscal year ) and the target deadlines to achieve each goal. 
The staff member should leave the interview having fully understood :

· what is projected for the organization (company/dpt objectives) 

· his/her own responsibilities/role and his/her expected results/performance  that should be attained in the next fiscal term

· the expectations of all the internal and external parties connected to his/her job (i.e. supervisors, employees, peers, subordinates, other departments, customers).

· current issues, or points from the previous term , regarding the company as well as the assigned tasks,  that may influence on her/his  job in the coming year

Individual objectives are an employee’s agreement with their supervisor.

Therefore, you, as an employee, are fully encouraged to discuss details and to state opinions during the interview.
F) The evaluation criteria are standardized as follow to ensure that the appraisal system remains transparent and unbiased: 
YEU APPRAISAL CRITERIA  and YEARLY RESULT EVALUATION SCALE

5 : consistently exceeds expectations. Over 120% achievement

                         4: usually exceeds expectations. Between 101 and 119 % achievement

3: 100 % achievement, meet expectations, not more, not less  
2: frequently does not meet expectations. Between 80 and 99%

1: consistently does not meet expectations. Below 80 % achievement
Those achievement criteria are very easy to use for sales positions. For non-sales, those criteria may have to be detailed: what will exactly mean 80% of Objective X for customer position Y. This has to be agreed upon between  the supervisor and the staff member.

It will of course be kept in mind that unpredictable circumstances may affect the market and/or the workplace. This should be taken into account for a fair evaluation.
G) For each staff member, objectives and appraisal criteria must be put in writing and signed by both parts. 
To complete all those steps,  use the MBO SHEET FORM.

H) Performance appraisal: When instructed to do so by her/his supervisor (end of fiscal year), each employee is to evaluate herself/himself (SELF-APPRAISAL SHEET).

The document is then submitted to the supervisor, who will revise and conduct an appraisal interview. Supervisor will also have also  filled in an appraisal form (PERFORMANCE APPRAISAL FORM).
· Appraisals must be based on facts and actual results, on how the objectives set up at the beginning of the fiscal term have been achieved,  in regards to the agreed achievement criteria.  Factors such as the level of the objectives or priority do not have to be considered.
· Appraisals must also be oriented in order to consider employee’s skills and ways to improve her/his performance and job satisfaction.
Individual interview will take place, with discussion about both evaluations. 

Employee and supervisor will fill in a final document in which they both agree on the evaluation result (Common Performance Appraisal Form)

Link of final evaluation result to salary increase:

                                     score between 80 and 100 = A

   score between 60 and 79 = B

Leads  to salary upgrade. M.D, supervisor, and HR department will decide level of it, and on the possible position change /new fringe benefits to apply. Two years in a row at level A= an immediate upgrade of position will be discussed internally among management. 

                                                     score between 40-59 = C

Stays with company. No salary increase. Improvement plan will be put in action under strict  management monitoring (standardized YEU form is available at HR dpt)

D= score between 0-39= D

May lead to end of collaboration.
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