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 Drawbacks of a forced ranking performance appraisal system
According to Grote (2005), the concept of “forced ranking” was introduced in the 1980s at General Electric and was then adopted by many companies all over the world. However, with time, the philosophy has been found to contain some inherent problems that researchers say exceed its real benefits. Following are some of its drawbacks:

Firstly, forced ranking is believed to create talent that is below par. Since it is hard to maintain “A” ranked personnel, management prefers hiring “B” or “C” rated employees. In essence, this means management hires people who are less qualified and less productive. This leads to a reduction in production level as well as a decline in quality of output and effectiveness of employees (Grote, 2005).

Secondly, forced ranking is an unrealistic philosophy.  In actual sense, no employee can deliver a 100% output every time. It is not humanly possible. To move close to this level of output, the system instills fear on employees. This in turn increases their level of stress, which increases the risk of employees experiencing burnout before achieving the set goals (Grote, 2005).

Thirdly, forced rankings also limit employees to their positions. In this system, employees rarely get opportunities for promotion. For example, an employee may score an “A” in a certain aspect like customer service but score a “B” or even a “C” in another aspect like on sales or marketing. This means that it is difficult for employees to change his position from customer service to sales, marketing or other department within a company. Therefore, employees become effectively stuck in same positions. This can create employee dissatisfaction.

Lastly, forced ranking encourages a culture of unhealthy competition within a company. Every employee strives to outdo others to get the top rank and thus improve his/her chance for promotion. This can lead to a “dog eat dog” mentality where employees may engage in unethical practices all in a bid to improve their rankings. This creates an unhealthy working environment (Grote, 2005).
Strengths of an MBO system and how the system can help an employee develop
Due to the above shortcomings, forced ranking system is not ideal for this company as the success of the company depends more on achieving overall company effectiveness as opposed to individual performance. This is not to say that the system is wrong in its entirety. Actually, the system may perfectly suit some workplaces such as in the sales industry where individual performance is key to the overall performance of a company. What would be beneficial for this company is a “management by objectives” (MBO) system. This management philosophy analyzes employees’ performance based on predetermined goals (Daft, 2011). Management by objective overcomes the shortcomings of forced rankings and adds some fundamental benefits.
According to Daft (2011), an MBO system forces a company to clarify its organizational structures and roles because key objectives are apportioned in clearly defined scopes. It promotes creation of various functional areas and positions to oversee various functions. These functional areas are awarded resources to achieve the set objectives. This process eliminates complications with clear delegation of authority, decentralization of decision making and clear assumption of responsibilities.
MBO promotes increased collaboration between managers and their employees. Forced rankings inhibit collaboration, which makes a business less customer-focused. In forced ranking, a manager is limited to a forced curve which means not all employees can get an “A” even if they work very hard. Thus, employees have to compete with each other to get the scarce rewards. This in essence hurts collaboration. By removing these rankings, the company will greatly promote collaboration among its employees, which will improve the effectiveness of the entire company (Carbery & Cross, 2013).
The MBO system also provides a better platform for appraising objectives accurately. Performance appraisal for the whole team is conducted in a fair manner. All objectives are timely and achievable. All team members or department members are involved in setting these objectives. The process eliminates biases. Inclusion of employees in the process leads to a greater acceptance of the goals that should be achieved.  It also creates an opportunity for management to hone their skills. Accomplishment of objectives needs prior planning which is a pre-requisite of an M.B.O. system. Managers must also constantly consider how to achieve the set goals to ensure the team is moving in the right direction (Carbery & Cross, 2013).
Added value for employees under an MBO appraisal plan

Daft (2011) points out that an M.B.O. system can help boost the morale of employees. Because this system involves employees in setting goals, it challenges them to work harder to achieve goals they set themselves. In addition, it makes employees more effective and efficient. By allowing employees to set their own goals, the system encourages them to commit themselves to achieving these goals. Without such a system, employees only work as directed and wait for directions and instructions from their superiors.
Consequences of a suboptimal review under both systems


In practice, employees too rate the system that management uses to appraise their performance. As such, they are likely to tell when the system is unfair (Carbery & Cross, 2013). A suboptimal employee appraisal system whether a forced ranking or an M.B.O. can greatly hurt employees’ morale and reduce their satisfaction level. This in turn reduces a company’s employee retention rate. A company’s ability to retain its greatest talent mostly depends on the accuracy of its performance appraisal systems (Daft, 2011). 
A sub-optimal system means, worthy employees are not recognized and awarded which demoralizes them. Due to this, some employees may result to seeking better opportunities elsewhere. In addition, if the management proceeds without correcting the suboptimal system, employees may develop bad work habits that lead to wastage of a company’s time and resources. 
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