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Executive Summary 
The purpose of this report is to review the effectiveness of performance appraisals within a business context and to recognise traditional methods that may no longer be fit for purpose. Reviewing the very latest research, establishing what other methods are being used in business and factoring in new ways of working since the pandemic, with a critical analysis of performance appraisals with recommendations put forward on the most effective means for the 21st Century. The main findings found that traditional methods are no longer fit for purpose and having regular, on-going dialogue through effective communication methods with feedback, are key to motivating and driving performance. It is also noted that managing on output compared to time is a much more effective system to monitor and drive performance and using data to inform performance measurables and conversations. 




























Table of Contents
1. Introduction 
2. Main Findings 
2.1. Adaptive Performance 
2.2. Continuous Performance Management 
2.3. Results-Only Work Environment 
2.4. Performance Related Pay 
2.5. Team Cohesion 
3. Recommendations 
3.1. Adopt a Continuous Performance Management Model 
3.2. Empower and Enable Managers to Manage Output, Rather Than Time
3.3. Use Data to Strategically Review People Performance
4. Conclusion
5. References













1. Introduction 
Performance Appraisals/Performance reviews are a tool used by many organisations and businesses across the world to drive productivity through performance management. They provide an opportunity for managers and employees to check-in and receive feedback on performance, enabling managers to re-direct behaviour or programmes created that might not live by the organisation’s values and/or behaviours. In some organisations these help to inform decisions around pay and bonuses based on performance data at an individual team or organisational level (Levinson, 1976). 

Traditional performance appraisals would consist of a bi-yearly or yearly formal review where managers would connect with their direct report(s) and evaluate what has worked well and what needs to be improved with goals and objectives set for the next year. These generally focussed on weaknesses, reducing motivation and causing productivity to fall. Therefore, businesses found it hard to drive performance, and retain their employees through a lack of motivation (Banerjee, 2021). 

This has created debate amongst many people professionals and businesses on changing the model of performance management because of its criticisms. These being irregular reviews of past activities, one-way conversations and minimal data to inform assessments, being very time consuming (CIPD, 2022b). 

This business report is to review the effectiveness of performance reviews and offer recommendations on new ways of driving performance through effective performance appraisals/reviews.

2. Main Findings 
It is interesting to note that a year after the pandemic ‘over 40% of the global workforce are considering leaving their employer’. According to Microsoft, the main HR trends appeared to be ‘flexible working, leaders out of touch with their employees, high productivity masked with an exhausted workforce, Gen Z needing to be re-energized, shrinking networks are endangering innovation and authenticity will spur productivity and wellbeing’ (Wiseman, 2021). How business leaders navigate the new world of work with their workforce will be the key to performance. Several performance methods are outlined below. 

2.1 Adaptive Performance 
Adaptive performance is an approach to performance management that pivots movement away from an organisation’s original strategy to provide agility as and when needed. By enabling ‘creativity, problem solving, grit, innovation and citizenship’ this helps organisations change quickly in a VUCA world, requiring business models to change frequently. Introducing safe working environments and routines to test innovation, encouraging failure through transformation activities is key to practicing adaptive performance. Data can be then used to empower employees to drive their own development and use data to set their own learning goals (Lindsay & Doshi, 2017).

2.2. Continuous Performance Management 
Continuous Performance management allows feedback from line management to be regular and ongoing, often flexible by nature. It is less formal compared to a traditional appraisal process with assessments made focussing on driving performance and future proofing through personal and organisational goals. Goal setting is key to continuous performance management and acts as the foundation to conversations. It supports dialogue between employee and manager to be authentic and human. Regular conversations can help recognise regular achievements and support engagement with employees opposed to yearly reviews where recognition could be less often and demotivating. A limitation to continuous performance management is organisational culture where if regular performance management conversations are not an expectation, managers and leaders could be seen to prioritise other business matters or activities over their direct report’s performance and/or development (Wallask & Ring, n.d.)

2.3 Results-Only Work Environment
A Results-Only Work Environment measures employees on performance output rather than hours worked, giving autonomy over how and when they work, so long as they meet set outcomes. Developed by Cali Ressler and Jody Thompson (2010) this approach empowers people to manage their own time without having to take time off, particularly helpful for life commitments when being a parent or avoiding the frustrating commute. It is not suitable to all and requires a level of managing flexibility with business needs and can be challenging for those not available in key, busy periods or those that are inexperienced and unable to learn from experienced colleagues (MindTools, n.d.b). 

2.4 Performance Related Pay
Performance Related Pay is aligned to individual, team and organisational goals met. This being a traditional approach, many managers believe that to motivate employees, performance related pay through bonuses or incremental pay increases help incentivise and drive performance at an individual and team level. Over the years, performance related pay has not always worked and has attracted the wrong types of behaviours creating disparity in the workforce. Whilst research shows that this performance management technique helps with job satisfaction it can also lead to overworking which may lead to wellbeing issues such as burnout (Ogbonnaya, et al., 2017). Research also demonstrates that pay is a short-term motivator with employee personalities being key to job satisfaction, engagement and ultimately performance (Chamorro-Premuzic, 2013)

2.5 Team Cohesion 
When driving performance, team cohesion is a mitigating factor to productivity, when ‘a shared attraction, bonding or sense of pride among team members’ is present. But, in particular ‘task cohesion is strongly related to performance than social cohesion’ where performance focus relies on the task at hand rather than common ground in relationships or sociable links, potentially demonstrating that teams do not necessarily have to be well formed for a long period of time to drive performance (Gifford, 2022). 

This potentially conflicts with Tuckman’s (1965) model of team cohesion with four stages, ‘Forming, Storming, Norming and Performing’. Where it takes time for a team to bond and achieve productivity and that teams tend to move across each stage sequentially, in a linear way. This is because when teams initially come together there is a lack of purpose and identity on who does what causing many to feel ‘anxious, curious or excited’ potentially adding limitations to individual or team performance (MindTools, n.d.a).

As HR Business Partners work closely with business leaders to develop people capabilities their role and influence is crucial to driving organisational performance through its people. A big barrier that has been faced since Ulrich (1997) came up with the concept is the inability to get people managers to take on HR activities to enable people professionals to be more strategic (Stevens, 2015). For HR Business Partners to be effective in driving organisational performance the HR model needs to give Business Partners the space to be strategic. According to the CIPD (2022) the key parameters that make an effective Business Partner is getting to know a business by knowing its purpose, drivers and how it makes an impact. Using data to inform decisions, is key to driving performance and providing the right level of challenge to ask relevant questions to plug any opportunities to add further value to the business. And finally, being a confident role model to sift through organisational politics to advise and challenge business decisions and its leaders. 

3. Recommendations 
Based on the main findings of this report, the following are recommended based on the effectiveness of performance appraisals/reviews: 

3.1.  Adopt a Continuous Performance Management Model
The main findings of this report identified that traditional performance appraisals/reviews are not fit for purpose and lead to a lack of engagement and productivity, often being time consuming and focussing on weaknesses leading to a drop in performance. It is important to note that there is no evidence that performance appraisals should be eliminated altogether. By reframing regular, ongoing dialogue it is expected that productivity and engagement will increase, conversations will be more authentic and relationships between employee and manager will increase making it much easier to identify performance gaps and drive performance (Bhatia, 2017). Setting regular and ongoing goals, reviewing organisational and team objectives, using the SMART methodology to frame goals effectively will help enable regular feedback and track progress (Forbes, 2022).


3.2.  Empower and enable Managers to manage output, rather than time
The COVID pandemic has helped make flexible working the norm, however hybrid working could damage it, so how managers effectively navigate this, will be key where ‘boosting management capability’ is essential. It is therefore recommended that managers focus on output opposed to time as it will engage employees, improve job satisfaction, avoid retention issues and support wellbeing. With Flexible Working being a key trend to drive performance since the COVID pandemic, empowering employees to have greater control over their work-life balance will promote higher autonomy leading to better results (Powell, 2021). Managers will need to have the right tools to support this way of working and can be best supported building on a continuous performance management model by regularly checking in and setting goals. 

3.3. Use data to strategically review people performance 
The key findings demonstrated that managers and employees can’t drive performance on their own and that people professionals are key to support capability and drive performance. This can be done by using robust people analytics to inform key business decisions and analyse people performance. To build on the key findings, people analytics will help drive performance by helping to retain employees through an effective continuous performance management culture. This in return will avoid employee turnover, build a strategic picture of people analytics across the business to inform business decisions, improve recruitment practices, increase employee engagement through better communication and identify future thinking around skills development and employee growth (Kubicek, 2022).



4. Conclusion 
Performance appraisals/reviews have traditionally lacked impact. The research demonstrates that the main principles of Performance appraisals/reviews are still significant to driving performance but need to be reframed from a yearly, one-off time-consuming process to a more regular, short and concise approach that promotes communication, regular feedback and continuous goal setting to allow opportunities for motivational and developmental assessments to drive performance. The COVID pandemic has been a game changer when setting a new standard of Flexible Working, therefore with greater flexibility and autonomy manager capability is key to enable flexible working, rather than remove it. Data through People Analytics is also key to driving performance with People Professionals ability to provide narrative to inform key business decisions.  
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