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EXECUTIVE SUMMARY 
The following report outlines analysis and provides insights to the effectiveness of performance appraisals in order to support a performance initiative at Valleys to Coast housing by its HR function.
Review consideration is made of various performance management approaches and their impacts along with an overview of current trends in performance management common among other organisations. Research indicates a particular need for organisations to understand the impact of hybrid working to the monitoring and support of performance going forward. 

Although findings indicate that value can be brought to our organisation with effective performance appraisals, research and trends suggest moving towards regular objective-based reviews between managers and employees to be most beneficial in a modern workplace, rather than the previously widely adopted annual appraisal approach.

Findings also indicate that for an effective process, managers must use effective negotiation and Influence skills to ensure effective collaboration and cooperation from their employees. 

Recommendations are made for a new performance appraisal policy to guide the work performance and training needs of Individuals across the organisation. As part of the new approach to be outlined in the policy -  individual objectives should be clearly linked to our corporate strategy (V2C, 2021) and/or colleague development needs. Also recommended is a blended learning training programme for line management providing  negotiation and effective influence skills to support effective performance management and employee effectiveness.

If approved, the above recommendations will help ensure an effective and fair performance appraisal process, supported by line management who are effective and proficient at negotiation and influence of others to support achievement of our organisation’s corporate strategy (V2C, 2021). 
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1. Introduction
This report aims to analyse and provide insight of the effectiveness of performance appraisals in order to support relating initiatives at Valleys to Coast housing by its HR function.

Review and consideration will be made of various performance management approaches and their impacts, the value provided by appraisals and analysis of variations in approaches within differing organisations and countries. Insight will also be provided on models of influencing, persuasion and negotiation and the role of people professionals as business partners.

Appropriate recommendations will be made according to findings from the above in order to support Valleys to Coast and its strategic objectives. 

1.1 Defining performance appraisals
Performance appraisals (or performance reviews) - ‘form part of a holistic approach to managing performance.’  that ‘are an important element in the broader set of processes that make up performance management’ (CIPD, 2022). Performance management being the process of ‘improving performance’ and usually referring to ‘a range of management initiatives which seek to make performance more ‘manageable’.’ (Hutchinson, 2013) 

The purpose of performance appraisals falls into three key areas of ‘1) to provide adequate feedback to each person on his or her performance; (2) to serve as a basis for modifying or changing behaviour toward more effective working habits; and (3) to provide data to managers with which they may judge future job assignments and compensation.’ (Levinson, 1976) and is core to effective management in many organisations. 

The value that performance appraisals provide has been in dispute in recent years with much academic time and research devoted to analysing their effectiveness and causing ‘some academics question whether performance appraisals provide meaningful information, whereas others have even suggested that undertaking such reviews should be discontinued entirely’ (CIPD, 2016). This report aims to analyse previous findings along with differing approaches to appraisals to ascertain the value - if any - they can bring to our organisation and to provide any relevant recommendations accordingly. 















2 Performance appraisal effectiveness - Main findings
As an organisation we need to understand that the time and resources we put into a performance appraisal process is warranted and we receive a return on this investment. It is first important to understand the various forms a performance appraisal can take and analyse their benefits and detriments.

2.1 Performance appraisal approaches
There are a variety of ways performance evaluations may be carried out by an organisation including Management by Objectives (MBO) and 360 degree feedback. 

First highlighted by Peter Drucker in 1954 Management by Objectives (MBO) is a commonly used process that appraises individuals performance against a set of individual goals related to the organisation's overall objectives and strategy (Drucker, 1999).
A key advantage of this method is clear alignment of an individual's performance goals and criteria with the organisations. The process allows objectives to be tailored to an individual's job role and strengths providing a likely further investment by an individual in their work by giving direction in their role linked to the overall organisational success (Wilkinson et al, 2017). 

Disadvantages include an increase of pressure on individuals to meet set objectives in a set time frame. Without an approach of flexibility by line managers - employees are encouraged to meet targets by any means, likely meaning that the quality of work is compromised or shortcuts are taken, particularly where unforeseen circumstances or competing priorities occur (Starbuck, 2017). 

If management solely relies on MBO for performance appraisals, this can however be problematic for areas that don’t fit under clear objectives such as cultural behaviours and priorities not identified at the time of objectives being set. Therefore management must be continuously reviewing set objectives and using discretion and autonomy to be flexible with these as appropriate. This naturally however may not ensure a consistent and fair approach for all individuals due to conscious and unconscious biases (Williams, 2019) 

The 360-degree feedback system Is a widely used approach that aims to provide the opportunity for overall improvement of employees via ‘systematically collecting performance data from a number of stakeholders for the purposes of providing feedback to an individual for his or her development (Lipnevich and Smith, 2018).
Most commonly this takes the form of peer to peer surveying and reviews from key stakeholders working with an individual (CIPD, 2022). 

Advantages of this process include the ability to easily manage and distribute and report on it’s outcomes with the support of technology (Costar & Bracken, 2016) and opening up the conversation between Individuals and managers towards open and honest feedback. (Gallo, 2010)

Disadvantages of this process include the potential of a biassed perception in feedback of an individual from another. This however, can be mitigated by collecting data from various sources for a less likely biassed and more balanced review. There is also potential ‘lack of clarity of purpose will result in misunderstandings among everyone involved’ (Bracken et al, 2016). This Can however be alleviated with communicating clear expectations and outcomes to all involved in the process.

In order for 360 degree appraisals to be successful -  emphasis and priority must be placed on the communication and discussion from its produced figures by the individual and the supervisor. (Zenger and Folkman, 2020)


Across the world differing methods of appraisal are commonplace. In China less emphasis is placed on individual performance and more on that of the collective group. Collectivist cultures such as these essentially mean for performance appraisals that leaders are expected to let employees know what they need to do and in many cases how this must be done (Vorhauser-Smith, S, 2012). Employee feedback must also be handled very delicately and negative feedback is usually avoided. (Molinsky, 2013). 
These differences emphasise the importance of aligning appraisals and performance management with the overall culture of an organisation as what works for one culture may not work elsewhere.

2.2 The value of performance appraisals
As highlighted, performance appraisals - dependent on methods used - can seemingly bring value into an organisation by providing clarity to individuals and strengthening conversations between them and their supervisors. 
Traditionally performance appraisals would be undertaken annually, however recent trends have shifted to ‘more regular conversations’ (CIPD, 2022) between management and individuals. This trend has been widely adopted due to previous approaches placing ‘heavy emphasis on financial rewards and punishments’  that ‘hold people accountable for past behaviour at the expense of improving current performance’ (Cappelli and Tavis, 2016). Essentially organisations are looking to continuously improve and support individuals rather than hold them accountable once a year for previous actions. 

Some organisations however are still in favour of ‘traditional’  approaches akin to annual appraisals due to feelings that appropriate feedback will not be given to individuals without clear metrics to measure against. (Feintzeig, 2015).

Most recently the impact of hybrid working has influenced and will continue to influence performance management trends (Kriegel, 2022).  With many workers now performing their roles remotely (Parliament, 2022) This brings added challenges to manage employee performance while meeting both individual and business flexibility.


At V2C we do not currently have a process for regularly measuring colleague performance. Assessment of individuals performance is provided informally to individuals by line managers, unless the individual is identified as significantly underperforming, whereby they will be put on a formal performance management process (V2C, 2021). In the past 36 months, having adopted a hybrid working model it has become increasingly difficult in some areas for managers to be able to observe and monitor performance. 




2.3 Models of influence,  persuasion and negotiation
Regardless of the method chosen to undertake an appraisal, a key Factor in its success is the role of the line manager and their ability to influence, persuade and negotiate with an individual in order for them to be as successful as required in their job role. (Cappelli and Tavis, 2016)

Models such as the ‘The Persuasion Tools Model’ below (Reynolds, 2003) highlight the needs of self-understanding and use of both logic and emotions when influencing and negotiating. 
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Source: Reynolds, 2003

Lewicki and Hiam’s Negotiation Matrix (Lewicki and Hiam, 2011) below also highlights the importance of leaders changing their approach to negotiations based on the scenario at hand and individuals. 
[image: ]
Source: Lewicki and Hiam, 2011)
HR functions of organisations can support managers to engage in effective performance appraisals via the business partnering model to ‘align with business leaders to enhance workforce performance’ (CIPD, 2022). In addition business partners can also ‘help shape strategies that merge people practices with high performance’ (CIPD, 2022) creating a workplace infrastructure supporting effective performance management. 


3. Conclusion  
After analysis of various performance appraisal methods, findings indicate that value can be brought to an organisation with effective performance appraisal; however most recent research suggests a move away from a traditional yearly appraisal format to a more regular objective-based review between manager and employee to be most beneficial in a modern workplace.
Changes in recent years to the ways of working - most prominently with the introduction of widespread hybrid working - require new approaches to performance management that can benefit both manager and employee with flexibility and encouragement of open conversation around performance. 

Managers must not only effectively carry out objective-based performance meetings regularly with individuals but also use effective negotiation and Influence (which can be supported with recognized models) in order to ensure effective collaboration and cooperation from employees. 

Therefore this report provides the following recommendations. 


4. Recommendations
The first recommendation is implementation of a new performance appraisal policy. This will guide the work performance and training needs of Individuals across the organisation and at its core include implementation of a monthly appraisal one-to-one meeting between managers and reportees. During this meeting key objectives for the forthcoming, 4 weeks, 12 weeks and six months will be set and reviewed accordingly. These objectives should be clearly linked to our corporate strategy (V2C, 2021) and/or an individual's development. 

Secondly is recommendation of a blended training programme for those with line Management responsibilities on negotiation and effective influencing skills. This can be designed with support of the L&D function along with HR business partners. It will consist of an e-learning module looking at theory around negotiation and Influence skills,  which can be put into practice at a classroom-based session covering scenarios based on conversations relevant to performance appraisals. 
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