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Performance management approaches, their effectiveness, and why we should continue to use them

1. Executive Summary

The purpose of this report is to identify what, in essence, a performance management process is, and whether it is still fit for purpose in 2023. 
Ceredigion County Council still uses the annual appraisal process to map out targets and objectives with members of staff for the upcoming year, but there has always been debate on its effectiveness due to the different ways that line managers approach it. 
Although a simple concept on the surface, a performance management process can only be a success if both employee and line manager are fully committed to it. The targets and objectives that have been set during the initial performance management meeting needs to be discussed over the course of the appraisal year, rather than only discussing them once during the meeting with the potential that they have not been worked on during the year.  
I will be investigating the different approaches to performance management and finding evidence of how effective those approaches are. 
Whilst looking into different approaches, I will be discussing the value of appraisals, and discussing ideas on ways that line managers can make the process worthwhile – not just for the employee, but in line with the organisational objectives of the Local Authority. 
To influence the attitudes of employees on performance management, I will also discuss models of influence. The model of influence that I will be discussing in depth will be McKinsey’s influence model with its four building blocks of change, and how those four ‘blocks’ can be used effectively to create ownership of targets and objectives for the employee. 
I will finish off the report with the conclusions that I have gathered following my research into performance management models and strategies before discussing the recommendations that I think the organisation needs to put in place to maximise the effectiveness of performance management. 

2. Introduction

The main purpose of a performance appraisal is to ‘maintain, and improve the performance of their workforce’ (acas, no date) to enable an organisation to achieve its targets. Whilst there is not one clear definition of what performance management is, widely speaking it can be defined as a process which ‘establishes objectives’, ‘improves performance’ and ‘holds people to account for their performance’ (Gifford, (a), 2016, p. 5). 
Performance appraisals are not something new – in fact, there are several sources that have suggested that they were ‘invented by WD Scott as early as World War 1’ (PeopleHR, 2015). Even though appraisals have modernised since the early 1900’s, their value has been under scrutiny in the past few years ‘in favour of more regular conversations’ (Gifford (b), 2022). How employees perceive the ‘fairness of performance evaluations’ impacts on its overall success (Rubin and Edwards, 2020). 


3. Main findings

What makes a good performance-management system is quite simple at face value. However, it is bringing them into how a business operates that can make things more complicated.

3.1 Different performance management approaches and their impacts

As part of the performance management process, it is important to give employees ownership of their goals. It is not only about asking them to contribute towards the organisational objectives, but for them to set performance goals of their own that they will discuss with their line managers during the appraisal meeting. It is important to remember that ‘well-designed performance goals can help align their work activities with the company or department’s overall strategy’ (Leighton, 2022). 
An opposing view on the impact that appraisals have on the overall success of an organisation (DeNisi and Murphy, 2017), questions whether there is any evidence ‘to show that improving individual-led performance will eventually lead to the improvements in firm-level performance.’ 
A performance management process will more than likely fail if a line manager and employee are not meeting up more than once a year to discuss targets that have been set during the most recent performance management meeting. It is advised that frequent check-ins to monitor the success of meeting targets are put in place over the course of an appraisal year. That way, an employee can discuss any concerns they may have about meeting those targets (or how realistic it is to meet them). The benefit of this model is that is gives the team a chance to almost re-centre objectives if they have gone astray since the initial meeting. 
Line managers need to gain the trust of employees during the process by giving them the support they need to reach their targets. If an employee feels that setting difficult or hard to reach targets are setting them up to fail from the beginning, then the mutual trust will be broken. This is because ‘building trust requires cultivating a culture of authenticity and positivity’ (Mosley, 2020). This allows the employee to feel confident in ‘giving, receiving, and asking for feedback’ (Mosley, 2020) from their co-workers and line managers. In that moment of trust, line managers are creating the foundations of psychological safety where employees understand that any feedback is meant to encourage them to achieve more, instead of being unfair criticism. 
As part of the process, Key Performance Indicators (KPI’s) could be used to analyse the effectiveness of set targets. KPI’s will work when ‘tangible and achievable goals’ have been put in place for the employee and are able to be analysed once those goals have been met (Karkara, 2022). 

3.2 What is the value of appraisals? 

Cespedes (2023) analyses the negative perceptions of performance appraisals by some CEO’s and employees whilst making suggestions on how to turn that negative tide. Firstly, appraisals need to be ‘accurate and actionable’ and secondly ‘a development of that person’s skills in line with job tasks.’ By making it clear what standards of ‘performance will be judged’ the appraisal needs to be a ‘two-way transfer of information’. It is vital that ‘ongoing feedback’ is given throughout the appraisal year to ensure progress. 
Whether performance management is done formally or informally, the purpose of it is still the same – to help ‘align employees, resources, and systems to meet their strategic objectives’ (Carpi, Douglas & Gascon, 2017). 
Despite differing opinions on the uses of performance management, there is a link between it and the job satisfaction of employees. Key to this is that ‘job satisfaction has been positively associated with performance’ (de Menezes and Escrig, 2019). 
So, what pitfalls must a line manager avoid?
Firstly, avoid setting poor targets. If targets are too easy, then performances are not going to increase because the employee does not feel challenged. If the targets are impossible to reach, employees will not even bother trying to meet them. The setting of performance targets needs to be ‘clear, specific, measurable and actionable’ (Schafer, 2021) and a good place to start when setting targets is by using the SMART system which can help line managers during the process. The acronym SMART stands for Specific, Measurable, Achievable, Relevant and Time-Bound. 
Another disadvantage of performance management that line managers should avoid is making the process time consuming. 
Line managers should ensure that the employee objectives placed are in line with the overall objectives of the organisation, keeping targets transparent and relevant when it comes to helping the organisation as a whole reach its goals. 
Performance management in the US, for example, has been used to ‘communicate organizational goals and objectives’ through the accountability of employees when setting goals, which results in monitoring both organisational objectives and individual objectives at the same time. At the end of the process, employees are given recognition which can be used to ‘reward employee excellence’ (Commerce, no date). 
There are various performance management processes that are used by different industries within the UK. Customer reviews are more suited to industries that are customer-facing, whilst in industries where a lot of external contracts are taken up, there is the human resource accounting method which ‘looks at the monetary value that each employee brings to the business’ (Indeed, 2022). 
The different models that are used for performance management have their pros and cons based on the industry that they are used, however neither of these examples would work at a Local Authority because there is more stability for employees without needing to resort to ‘quick-fix’ methods to meet targets. 

3.3 Models of influence

By using McKinsey’s influence model with its four building blocks of change (figure 1), the line manager, of which it is their role to initiate the performance management discussion, can influence an employee’s attitude towards the process. Not all employees are open to the benefits of performance management, so getting them to focus on the positives will make the discussion far easier.
The first block of change is fostering understanding and conviction, which is what needs to happen to get employees to understand new ways of doing things. The key here is communication between line managers and employees, as the continuous asking of questions and listening to feedback allows the line manager to ‘understand the extent to which people seem to be ‘’buying into’’ the process’ (Management Consulted, 2021). 
Secondly, it’s reinforcing with formal mechanisms, meaning that the organisation needs to make sure that the ‘systems and processes’ being used are ‘all tracking the new goals’ – that is, ‘are we tracking and measuring the right stuff?’ (Waller, 2020). 
Next is developing talent and skills, where the introduction of new ideas means that employee behaviour needs to change. To make this step a success, the organisation needs to lead its employees through it. Key to this stage is giving it time to flourish, as the development of ‘talent and skills’ as well as the ‘emotional and personal aspects’ of learning new ways of working can be scary due to ‘a risk of failure’ (World of Work Project, no date).  
Lastly, a line manager needs to be seen as a role model. This will change the mind-set of an employee because they see evidence that the line manager is working to benefit the team as a whole and not from a selfish point of view. This change works because ‘people mimic individuals and groups who surround them’ (Basford and Schaninger, 2016). 





4. Conclusion

For it to work effectively, the performance management process needs to be modernised. Whilst it is a crucial aspect of how an organisation works, the need to provide ‘ongoing feedback and support’ whilst ‘evaluating employee performance’ can help employees reach their potential (Gray, 2023). 
Employees find that the ‘traditional’ appraisal process does not work. When feedback is not seen as constructive because it is given too long after a project has been completed or is seen as overly critical without giving the employee a chance to feed back to their line manager, then it can do ‘more harm than good’ (O’Connell, 2020). 
However, without performance management ‘employees won’t know what is expected of them’ and they will be unaware of how their performances are monitored, nor will they know how performances can be improved going forward (Koskarova, 2022).  







5. Recommendations

Based on this report, my recommendations on creating an effective performance management process are as follows:
· HR will add value to the organisation by persuading line managers to train and develop employees and by rewarding them with more realistic opportunities for promotion. The cost implications of this would increase (timewise) when undertaking the training, however this will save time and money in the long run when there is no need to keep re-training new employees when current employees leave. This creates a ‘grow our own’ initiative within the organisation. 
· Ensure that targets and objectives set are challenging enough so that they need to be worked on, but not impossible to meet. 
· Line managers need to support employees throughout the appraisal year by putting in place frequent check-ins to discuss the on-going progress of set targets. 
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7. Appendix
Figure 1 - McKinsey’s influence model and its four building blocks of change
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