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1. Executive Summary

The purpose of this report is to put forward a case to the organisation to change from the current performance appraisal process that is no longer effective to a more modern performance appraisal approach and to suggest recommendations on how to successfully implement the changes.

The organisation currently uses an Appraisal process that they have had for 10 years but has recently seen a decline in participation levels. Alongside this, the organisation has recently introduced a new IT system to make the process quicker for employees, however it has been determined that this has also had a negative impact on the engagement levels for the organisation. 

The findings of the report are that the organisation needs to move away from the traditional appraisal process and adapt a new personalised way of conducting the performance reviews in order to increase engagement. The report has further found the success of 360 Degree feedback which is a constant feedback system compared to the traditional annual appraisal. 

The recommendations put forward are:
1. Introduce a Personal performance appraisal (PPA) system.
2. Encourage 360 Degree feedback from management to enhance continuous development for employees.
3. Have HR onboard with change management to effectively communicate the changes being made. 

The conclusion of this report highlights the importance of changing and adapting to a modernised approach of conducting performance reviews and that the organisation will be more successful by implementing the recommendations put forward and improve employee expectations.


[bookmark: _Hlk29572121]2. Introduction

Organisations need to change in order to adapt to an ever-changing environment. Within the internal workplace attitudes, values and expectations undoubtly shift over a period of time and if an organisation does not acclimatise to these changes, then they are at risk of losing motivations and engagements of their workforce. The CIPD suggest how the effects of not effectively managing can be detrimental and long lasting and highlights the importance for HR professionals to familiarise themselves with the issues and prepare themselves with appropriate techniques to assist the change management initiatives (CIPD, 2019). 

When looking at Performance feedback, if done correctly by organisations it has proven to improve employee engagement. Arguably, performance feedback such as Appraisals have not traditionally been at the top consideration for organisations, however that is rapidly changing with performance feedback becoming a key drive in engagement (TalentMap, 2020). In previous years, a survey was conducted by the Society for HRM and showed that a staggering 90% of performance appraisals are a disappointment and employees stating how they prepare for the review process with impending dread. It was further found that HR professionals have a hard time persuading manager of organisations to actively deal with the performance appraisal issues (Moran, 2013). 

The fact that this organisation has had the same annual appraisal process for 10 years without any innovation or changes could already predict the lack of enthusiasm and engagement from its workforce. The organisation needs to revaluate what they both the management and employees expect too get out of the performance review process in order for it to become a successful review tool for both parties.  

3. Main Body

3.1 Current issues with Performance Appraisal 

Even though the organisation has implemented a new IT system to help faster completion for performance reviews, however they have failed to see any improvements in engagement and participation rates have actually declined. It is evident that the current performance appraisal reviews are not effective for the organisations current position and it is crucial to understand why it is not working, in order to move forward with a successful review process. 

The organisations current Performance appraisal consists of six performance criteria and then an overall performance rating out of five which supervisors’ rate. It can be argued that the use of the organisation’s appraisal ratings as criteria for the employees may lack validity, without genuine validity the purpose of the performance feedback process is jeopardised (Cook, 1995). One of the major issues with organisations using performance ratings to base their criteria is the possibility of bias from supervisors, examples of the type of bias that employees could receive during the rating part of the appraisal is personal biases, this is where an employee is rated based on how the supervisor personally feels about the individual. It is important to note that supervisor might not always be aware that they are doing this but could be a leading reason why there has been a reduction in participations from employees. A Further possible example could be the recency effect, this is where the ratings are based on a most recent behaviour of an individual and not considering the common behaviours throughout the year before the appraisal period (Juneja, 2015). 

In addition, another possible issue with the performance appraisal is the IT system that was introduced to ensure a faster process; however, performance appraisals are supposed to be engaging and a chance for both parties to sit down and discuss performance and feedback. It is unfortunate that with this system in place it is a one-way process and communication, it is possible that the employees are sent the form to complete quickly without actually receiving feedback on their answers and in most cases, employees do not have input into the criteria they are assessed on and what type of feedback they will receive which will ultimately lead to dissatisfaction and employees not feeling valued in the organisation (Sullivan, 2011). It is food for thought that even though these performance appraisals are conducted, it is rare for a manager to actively survey the employees for suggestions on how to improve the process, something that the organisation should take into consideration to encourage engagement. 

3.2 The Need for change in Performance appraisals 

There are individuals who no longer believe in the effectiveness of Performance appraisals and that they are a chain of failed efforts, however research out there does not support this notion and argues that performance management processes do support employees to achieve their organisational goals and significantly influence behaviour if they are designed correctly (Lawler, 2013). The need for change in the performance review process comes down to the fact that organisations want and need employees that are motivated and committed to the success of the organisation and see the correlation between the success of the organisation and their career prospects (Performance Management and Appraisal). If an organisation is not showing that their employees are valued during their performance appraisal, they may feel disconnected and not see the reward in doing their best in the workplace thus resulting in a lack of engagement. It is crucial for organisations to reward their employees with feedback and recognition if they expect the best performance. 

To add further, there is debate around how the organisations and managers are detrimental to the appraisal process and this is something that needs to change in order for it to be effective. Bretz, Milkovich and read (1992) stated how organisations act unfavourably towards the process and ultimately undermine the success of it. They extend their view by arguing that not enough time is spent on the appraisal process by managers and how the employee’s role in the organisation is overlooked and valuable performance information is not accounted for or evaluated (Cintrón). 

The need for change is evident, it is obvious that the employees of the organisation are just going through the motions to complete the form and get it over with which is ultimately leading to a lacklustre impact for the management. The importance of management providing feedback to its employees further than a criteria rating as it has been found that the individuals reactions to the feedback determines the performance rather than the actual feedback itself (CIPD, 2016). If management wish to see a positive reaction to the appraisal process, they seriously need to take into account the quality of the feedback the employees are receiving such as what they are going well, what they can improve on for the next appraisal, what are their opinions etc. 

3.3 Engagement & Performance Management

The question could be asked, why should organisations invest time into employee engagement? The reason is that employee engagement is significantly and closely related to the success of the organisation. It is has now become common knowledge how employee engagement directly impacts an organisations performance through a series of studies, the studies have highlighted a satisfactory relationship between employee engagement levels and organisation performance. To ensure that employees are engaged it was suggested to have a solid feedback system in place, it was recommended that organisations should have a performance management system in place that requires regular surveys of employee engagement levels to ensure that they are engaged continuously and not just wait for the annual appraisal (Markos, 2010). It is vital that this organisation rethinks their commitment to their current appraisal process and shift their concentration to factors that will make a positive impact to employees, one way management could do this is that after the surveys are completed specific action plans could be devised with specific and measurable objectives for employees to work towards. 

To delve further, Performance management should overall certify that employees are committed to the organisations goals and employee engagement creates an environment where employees are feeling excited and prosperous about their role within the organisation. Both of these functions are complementary to each other where they both inspire and assist employees to achieve their individual and organisational objectives. (White, 2016). When management of the organisation realises the impact of the link between these, they can successfully implement an appraisal process that can make a positive impact to the employees work and organisation.  

Employee engagement is of great importance to the organisation as it has been found that organisations with high employee engagement levels experience an 18% increase in productivity, 37% lower absenteeism and a 16% increase in profitability, these statistics provide a strong argument for why this organisation should invest more time and money into its employee engagement. Some of the key drivers for employee engagement involve their connection, performance including feedback and recognition, effective performance management can successfully improve all of these drivers  (Paycor, 2014). 

Furthermore, it has been discovered that management of a highly engaged employee workforce who fully adapted the appraisal process has produced a much higher cluster of positive employees compared to management who just followed the process in a basic manner. Management who interprets their performance management process into their own workforce practices and culture makes the appraisal process much more personal and relevant to their organisation, this can include setting objectives, past performances and ratings aside and to focus on future initiatives, enhancing skills and teamwork (Dodds, 2018). 

[bookmark: _Hlk29572385]3.4 New Flexible Appraisal Approach

A more modern and flexible appraisal approach will prove more successful for the organisation, one way that this can be carried out is through changing and adapting the current process to a much more personalised one by introducing a Personalised performance appraisal (PPA) that examines an employee’s skills, knowledge and other personal attributes. By the organisation personalising their appraisal process it will alter the employee’s perception and expectations of what they are going to get out of their appraisal experience, ultimately it makes perfect sense for management to customise their employee appraisals to fit each specific job role and characteristics to analyse their performance (Rabenu, 2015).

Organisations need to move away from traditional methods of appraisals such as only conducting them annually as this process poses major drawback as they are highly focused on measuring the past performance of the employee instead of now and improving future performance. To extend this approach, once a year performance appraisal’s are not effective as employees need continuous communication with management, one way this can be provided is through 360 degree feedback which will help employees stay on track and motivated, this appraisal method has proved popular across many organisations. By using 360-degree feedback it ensures that performance is extensively analysed, and employees are completely involved in their appraisal process and have influence on what is talked about (Kissflow, 2019).

The main advantages this organisation will be able to benefit from by using 360 degree feedback is the increase in morale and confidence within its employees, using this process will with no doubt increase the confidence in both management’s ability to carry out this process and the employees. if employees receive constant quality feedback it will lead to a growth in their skills and ability, also management who is tasked with carrying out these appraisals will feel better about their role and all around boost morale for the organisation and change the expectations of the dreaded appraisal process and turn it into a positive experience for everyone who is involved (O'Keefe, 2018).  

3.5 Change Management 

There are many differing terms as to what change management is, however, Moran and Brightman (2001) describe it as the process of the continuous development of an organisation’s direction, capabilities and structure to serve the ever-changing environment. In addition, Burnes (2004) describes change as a dominant feature of an organisation’s life span at all levels in the company. Due to this statement, there should be no room for doubt the importance of this organisation’s ability to determine where it needs to be and how change should be managed looking at the issues with their current performance appraisal process in order to successfully get there (Todnem, 2005).

It is of great importance for management of this organisation to fully understand change and how it can positively impact their organisation with the introduction of a modernised performance appraisal approach. By ensuring effective change management the organisation will in turn increases its employee confidence, by having a slick implementation of the new appraisal process it will lead to positive impacts for both the organisation and employees. likewise, employees are more likely to have confidence in their management leadership if the organisation is to deliver a new appraisal process effectively and take on board responsibility to do so, as a result effective change management grants employee’s the opportunity to carry out their work at a more self-assured level (Jalagat, 2016).

One route that this organisation could take in order to ensure that the change to the performance reviews are successful and welcomed is to keep the employees informed at all levels and have their input as to what they would like to see changed seeing as their lack of engagement and participation is the driver to the need for change. Ultimately the organisation is nothing without employees, effective management should realise this and encourage their employees to contribute to the changes that are going to be made and seek their suggestions and ideas about how they would like the appraisal process to be conducted and what would get them more engaged (Reddy, n.d.). 

During this type of organisational change, the HR professional’s role of communication will be of great prominence as Proctor and Doukakis (2003) stated how a lack of effective communication can lead to the demise of the organisational change that is trying to be implemented. It is expected that the organisations HR department will be needed in order to implement the changes being made in the appraisal process as part of their communication strategy to ensure all parties are on board and aware of changes being made. Crail (2007) stated how communication is a pivotal role for the HR department in organisational change and enhances the overall success of the change being implemented (Bailey, 2018).

4. Recommendations

Recommendations that are being put forward to the organisation for the implementation of a new performance appraisal process:

1. Instead of the traditional appraisal process, introduce the Personalised Performance Appraisal (PPA) which is a much more personalised and quality driven appraisal form in order to get the best out of the process for both the employee and management. 
2. Implement a 360 Degree feedback process, which provides regular feedback to employees to work on instead of doing it on an annual basis to aid continuous development. 
3. Get the HR department on board to effectively communicate the changes that will be made to the appraisal process to both management and employees to ensure satisfaction and that both parties know what to expect moving forward. 

5. Conclusion

To conclude this report, the importance of changing and adapting a modernised performance appraisal process is evident to re-engage its employees with the process and improve participation levels to a more than satisfactory percentage. It is important for this organisation to constantly change and develop its business practices in order to keep up with the ever-changing work environment and not fall behind due to lack of communication with its workforce. By implementing the recommendations put forward all aspects of the appraisal process should look prosperous for the future. 
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