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MANAGEMENT 
EVALUATION 

Last month we offered some ideas on personnel evaluation. This month 
we deal with management evaluation and assessment. 

by Rudd McGary and Ed Wandtke 

The big difference between per-
sonnel and management eval-
ua t ion lies in the abi l i ty of 

managers to have an effect on com-
panies through more than just their 
own personal actions. Managers man-
age either assets or personnel through 
which they attempt to reach the com-
pany's objectives. 

Since more people than just the 
manager are involved , eva lua t ion 
me thods and cri teria are d i f fe ren t 
than those we presented for personnel 
in our last column. 

Evaluating control 
The key to making a managemen t 
evaluation work, at least in part, is to 
be sure that the evaluation focuses on 
those things under the manager 's con-
trol. For ins tance, managers being 
eva lua t ed on sales g rowth shou ld 
have some abi l i ty to con t ro l tha t 
growth. If bottom line profitability is 
being measured, the manager should 
be able to affect that bottom line. 

MANAGEMENT 

IN BUSINESS 
A second important factor in as-

sessing managers is that some plan 
mus t be in place against wh ich to 
measure the managers. We have writ-
ten several columns dealing with the 
planning funct ion as one of the most 
important parts of a manager 's job. In 
preparing an assessment, the plan is 
the ins t rument that gives a basis for 
evaluation. Without the plan, the as-
sessment will be a totally subjective 
one, which can lead to mi sunde r -
standings between the managers and 
their superiors. 

So, we need a plan on which are 
three assessment levels. On the first 
level, the manager fails to make satis-
factory progress towards fulfilling the 
plan. In that case, some sort of correc-
tive action needs to be taken. On the 
second level, the manager makes the 
"average" plan, the one which is ac-
ceptable but not exceptional. On the 
third level, the manager goes above 
plan, showing exceptional effort and 
managemen t talent . By keeping in 
mind these three levels, you have the 
beginning of a management evalua-
tion program. 

Now, on to possible areas that can 
b e e v a l u a t e d f o r m a n a g e m e n t 
performance. 

based on their section's performance. 
Second, you can look at their control 
of costs. The key to both of these is to 
be working against a written forecast 
for the appropriate t ime period and to 
make sure that the managers have 
c o n t r o l o v e r t h e t h i n g s you a r e 
measuring. 

An example of a poor assessment is 
looking at bottom line profitability as 
a measurement of a small company's 
management effectiveness. While do-
ing so, you, the owner, decide that at 
the year's end you will give yourself a 
large bonus . Clear ly the manager 
should be evaluated before you take 
any extraordinary actions. The mana-
ger who can't control the bottom line 
in this case shouldn' t be measured on 
it. 

Marketing objectives 
If you are a sophisticated company, 
with a great deal of market informa-
tion, you can begin a marketing eval-
uation with growth in market share. 

If you don't have a clear picture of 
the overall market 's worth (and most 
small companies find it too time-con-
suming to arrive at a t rue figure in this 
area), you can look more closely at 
sales figures. In sales you can look at: 

• closing ratios for the salespeople; 
• overall growth in revenue; 
• the number of "cold" calls; 
• the ability of the manager to meet 

overall sales plan objectives; 
• sales force retention; and 
• the profitability of the sales force 

based on all the costs allocated to that 
force. 

All of these areas are ones which 
can be under the control of a manager, 
and as such are ones which offer good 
information when you evaluate them. 

Asset use and control 
In looking at the manager from the 
s tandpoin t of asset ut i l izat ion and 
control, you should be aware of the 
best way to leverage the company's 
assets , and that a w a r e n e s s should 
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Financial 
Managers can be assessed in several 
ways financially. First, you may look 
at their contribution to profitability 



MANAGEMENT from page 56 

t rans la te in to you r p lanning . 
For ins tance , if you have t h r ee ve-

hicles, you shou ld have a p lan w h i c h 
shows h o w m u c h r e v e n u e you expec t 
to ach ieve th rough use of these veh i -
c l e s . T h a t b e c o m e s t h e s t a n d a r d 
against w h i c h the m a n a g e r is eva lu -
ated. 

Some y o u n g c o m p a n i e s fall in to 
the t rap of looking at assets on a t ime 
bas i s r a t h e r t h a n a r e v e n u e bas is . 
T h e y look at h o w o f t en some th ing is 

used ra ther t h a n h o w m u c h r e v e n u e 
is genera ted . All t he veh ic les in the 
above e x a m p l e m a y be used 12 h o u r s 
a day, bu t tha t doesn ' t ma t t e r m u c h if 
you d o n ' t r e c e i v e e n o u g h r e v e n u e 
f rom tha t ope ra t ing t ime. 

M a k e su r e you k n o w h o w m u c h 
each of you r assets can con t r ibu te to 
the c o m p a n y and then eva lua t e t h e m 
on a r e v e n u e bas i s or cost con t ro l 
basis, r a the r t han on s imply a t ime 

usage basis. 
You shou ld also look at d o w n t i m e 

of assets. T h e m o r e b r e a k d o w n s you 
have , t he less r e v e n u e you will gener-
ate. Th i s is a key par t of asset manage-
men t , p r e v e n t i v e m a i n t e n a n c e , and is 
one that shou ld be eva lua t ed f rom the 
s t a n d p o i n t of m a n a g e m e n t e f f e c -
t iveness . 

Asset c u s t o d y a n d sa fe ty s h o u l d 
also be eva lua ted . Assets shou ld be 
a c c o u n t e d for and cont ro l led to avoid 

mi suse of veh ic les or i nven to ry in the 
c o m p a n y ' s opera t ions . 

Operations efficiency 
Opera t ions eff iciency is closely l inked 
to asset m a n a g e m e n t bu t has the per-
sonne l var iab le in it. You can eva lua te 
h o w wel l c r e w s a re r o u t e d or h o w 
wel l e q u i p m e n t is used . 

T i m e spent in t ransi t is not usua l ly 
bi l lable as r e v e n u e . By t igh ten ing u p 

the routes , t he manage r can great ly 
improve efficiency, and in t u r n use 
the assets bet ter . 

You shou ld also m a k e su re that , in 
the i r eva lua t ions , the rate of cal l-back 
and service calls goes d o w n because 
of m a n a g e m e n t a t ten t ion . 

Summary 
Assessing manage r s is a d i f fe ren t pro-
cess t h a n assess ing pe r sonne l . T h e 
p l a n n i n g tha t is pa r t of m a n a g e r s ' 
posi t ions gives a gu ide l ine to effect ive 
eva lua t ion . 

You m u s t k e e p the fact tha t t he 
manage r is control l ing more t h a n just 
h imself or herself in clear perspec-
tive. The i r job is to work wi th o the rs 
in o rder to ach ieve c o m p a n y objec-
tives. T h e need to a l low the manage r s 
control over the var iab les on w h i c h 
they are be ing eva lua ted is e x t r e m e l y 
impor tan t . 

W e h a v e seen c o m p a n i e s assign 
jobs to manage r s w i thou t giving t h e m 
the necessary au thor i ty to finish the 
jobs. If you combine a good p l ann ing 
sys tem, eva lua te against t he p l ann ing 
done , and give the manage r s the au-
thor i ty to do the i r jobs, you shou ld 
have a success fu l sys tem in place that 
will he lp you eva lua te the t rue effec-
t iveness of your managers . LM 

If you have three vehicles, you should have a plan 
which shows how much revenue you expect to 
achieve through use of these vehicles. 
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