This report has been prepared for the Senior Management team at Puffin Produce Ltd and provides a critical analysis of the current appraisal system within the Company.  
Reliable secondary data sources were analysed in order to understand current thinking and trends surrounding performance management with primary data in the form of questionnaires and a focus group being undertaken within the business; details of which can be found within the body of the report and the appendices.    Primary research on the whole mirrored the findings of the secondary research.  It identified that the majority of appraisals were not being carried out and those that were, were seen in most cases as a tick box exercise, however evidence suggested that there was a desire for some form of performance management system to exist which included a rated score system.    It was evident that the workforce required real-time, more frequent feedback and many staff reported a feeling of distrust and a lack of two way communication between themselves and their managers.  An element of confusion was evident as to the purpose of the current appraisal system ie whether its purpose was administrative or developmental and additionally, there was no clear alignment between organisational goals and the performance review system ie  individuals goals.  
The report finds that the current system does not appear to be fit for purpose and is on the whole not effective.  
Recommendations discussed include:
-	Senior Managers should define a clear purpose for any appraisal system;
-	Further research should be undertaken into the most suitable performance management system for Puffin Produce Ltd with consideration made to the inclusion of rated scoring,opportunities for frequent feedback and alignment with organisational goals;
-	Managers should be provided with performance management training to include coaching and mentoring techniques in order to provide effective feedback, increase trust and create a development culture.
-	Investigation should be undertaken into the possibility of utilising performance management software.

The report also identifies that the research and analysis does have limitations.   The questionnaire response was carried out over a short period of time and the response rate was lower than hoped, as such the data collected should be viewed as indicative as opposed to conclusive.  The questionnaire results could be open to a degree of subjectivity due to the format of the questions although it is difficult to assess the exact impact of this.  Due to the number of managers involved in the focus group the evidence should only be viewed as indicative, it must be noted that due to the purposely unstructured nature of the focus group the information received was more difficult to analyse effectively.
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1.	Introduction

Puffin Produce Ltd is a private company supplying fresh produce into most of the major supermarkets with a turnover in excess of £21,000,000.  (Companies House, 2017).  The Company experienced a turnover rate of 36% in low skilled in 2017 workers compared to the national average within the food industry of 12%. (Stones, 2017) 2018 saw turnover rates increase to 44% resulting in a significant cost to the business.  43% of the current workforce are non-UK workers and with the uncertainty of Brexit combined with difficulties in recruiting locally the Company need to identify ways in which to retain their current workforce.   It is a well-known fact that effective communication between workers and managers increase feelings of engagement and motivation (CIPD, 2017) which could reduce turnover, in part this can be achieved through a successful performance review system. (CIPD, 2018) During a recent management course it was suggested by three tiers of management that the current annual performance review was not effective.

Aim
The aim of this research is to critically analyse the strategies used to manage performance with a view to improving the process at Puffin Produce Ltd.

Objectives
To critically analyse the effectiveness of performance systems;
To identify and critically analyse the effectiveness of the performance system at Puffin Produce Ltd;
To make recommendations to improve the current performance system at Puffin Produce Ltd.
2.	Literature Review

Literature from a range of reliable sources was analysed with a number of key themes becoming apparent.  Not all literature reviewed was included in the report with the focus predominantly being on the more recent publications.  That being said the Streblar et al (2001) report for the Institute of Employment studies has been included due to the broad scope of research included and the reliability of the source.
2.1	To appraise or not to appraise?  

The last decade appears to have seen a shift away from traditional annual appraisals with a more agile and regular feedback system being favoured by large organisations such as Deloitte and Accentures  (Cappelli & Tavis, 2016).   Cappelli & Tavis (2016), examine the reasons why changes have occurred and provide a balanced view of the situation, their study looks at a number of large organisations and is based purely on secondary research.  Traditional annual appraisals are criticised for being time consuming, focusing on past-performance and accountability rather than developing talent and are loathed by managers and employees (Gaskell, 2018), however Murphy (2018) warns that annual reviews shouldn’t be discarded if a good replacement has not been devised with Cappelli & Tavis, (2016) identifying that certain sectors may be served well by the traditional system.   Similarly Hermel-Stanescu (2015, pg 277) states that ‘’a well-constructed and efficient appraisal system’’ is an essential part of performance management.  Whilst Gaskells (2018), Murphy (2018) and Hermel-Stanescu (2015) research base is limited their comments are mirrored amongst much literature from more in depth reports such as Capelli & Tavis (2016) and the CIPD organisation.   Further supporting their view no literature has been found that indicates that performance reviews should be removed from the performance management system of an organisation completely.  However, there is significant reporting of ineffective traditional annual performance reviews and the need for a change/review of these systems.  

2.2	Annual or ongoing appraisals?

CIPD research suggests that traditional performance appraisals don’t always contribute to performance indicating that the perceived fairness and usefulness of the appraisal has a significant impact on the performance of individuals.   (Gifford, 2016).   There also appears to be much criticism of the traditional approach as it focuses on past performance and that positive/negative feedback is often given on an annual basis rather than in real time reducing the opportunity to improve or capitalise on success.   (Rushmore, 2017)  It appears that as a result of such criticisms the removal of the annual appraisal and shift to a system of frequent ongoing appraisals has become more popular although little evidence has been published to show that new practises do improve performance. (Gifford, 2016)   According to Cappelli & Tavis (2016) the change in appraisal systems is linked directly to organisational change, the workplace is becoming a faster pace, agile environment with frequent changes so an annual appraisal system is not aligned.  It appears that regular real time feedback is more suited to todays’ organisations although from a legal perspective there is a risk associated with any process that does not document any performance records particularly when handling dismissals and redundancy.  (Crush, 2015)  This view is mirrored by ACAS (Unknown) emphasising the need to keep records, interestingly they appear to promote the use of an annual appraisal but also highlight the need for regular more informal catch ups throughout the year. 

2.3	Styles of appraisal technique

Little reliable information has been found relating to the various styles of appraisal technique with much of the research based around forced ranking and 360 degree appraisals.   According to Cappelli & Tavis (2016) forced ranking differentiates between those employees who are achieving well and those that are underachieving, largely ignoring the ability of individuals to develop, focusing strongly on personality traits/past performance.   They indicate that comparison with others does not improve personal development and feedback should have some comparison against an individual’s past performance, a view mirrored by Gaskell  (2018) and Gifford (2016).   Cappelli & Tavis (2016) highlight that appraisals systems with a rating/ranking scores are often influenced by how much the appraiser likes the appraise as well as the individuals performance;  a view mirrored by Gupta (2018) who highlights that once managers have an opinion about someone it is hard to change that opinion with Gifford (2016) identifying that unfair and inaccurate assessments of performance will result in a ‘shaky’ appraisal process.    In contrast the CIPD  (2018b) report that 360 degree systems invite feedback from a number of people create a fairer, more objective process although it suggests higher levels of trust are required to deliver an effective process particularly if contributors are anonymous.   Strebler, et al., (2001)  carried out extensive research over various sectors and determined that the system of performance review should be fit for purpose for the organisation it operates within, should being aligned with the organisational strategy and consider the skills/behaviours required by individuals to deliver the strategy.   They however, warned against close alignment if the organisaional strategy frequently changes.  Likewise Cappelli & Tavis (2016) state that in todays’ fast changing organisations performance should be aligned to specific projects rather than overarching strategy,  a view also aired by Crush (2015).   The Five conversation framework and Buckingham and Goodall’s system are both more agile systems utilising elements of the traditional appraisal  and requiring frequent reviews throughout the year  (Taylor, 2016),  an element supported by Cappelli and Tavis (2016).    Walter (2018) reports on the benefits of utilising computer software to increase the agility of performance management highlighting its usefulness within a more diverse workforce, further emphasising the points made by the CIPD and other sources of research.   Gifford (2016) identifies that it is key to understand whether the purpose of the appraisal is developmental or administrative identifying the difficulty for a single system to satisfy both requirements, however none of the literature identifies a specific appraisals system as ‘the best’ but highlights that the success of a system dependant on effective implementation and delivery of feedback.  (Cappelli & Tavis, 2016) (Crush, 2015) (Strebler, et al., 2001 ) 
2.4	Creating the right culture
In order to deliver real-time, frequent feedback managers must have more regular interactions with their staff around their performance and development.  Gaskell (2018) identifies that employees should be seen as individuals with Gifford (2016) advising managers to be aware of personality traits in order to give feedback and gain a positive reaction.   Gifford (2016) also discusses evidence to suggest that participative goal setting or self-setting goals are ‘’better at driving performance than assigned goals’’ as they are based around personal interest or values, thus requiring understanding of the individual. (Gaskell, 2018).  Both Strebler, et al., (2001) and Barnet (2018) identify that in order to provide positive developmental feedback line managers may require training on how to coach employees rather than direct employees with Cappelli & Tavis (2016) identifying that immediate coaching allows employees to understand and apply advice more effectively.  On this note Gifford (2016) outlines that the reaction to feedback effects future performance ie feedback given well and at the right time can be valuable but given poorly can be devastating.  Research indicates that managers need to build a trusting relationships with employees with effective two way communication enabling positive feedback and thus creating a developmental and psychologically safe culture. (Delizonna, 2017)

3. Methodology
Primary research was undertaken by utilising a quantitative questionnaire and a qualitative management focus group with the basic philosophical approach being interpretivist. (Anderson, 2011)  Ethical implications were considered throughout the various stages of reasearch. (Appendix A).  (Anderson, 2011).   In order to gather opinions of as many staff as possible in the timeframe (Armstrong, 2012) a multiple choice questionnaires was sent electronically to 124 staff via Survey Monkey, enabling respondents to remain anonymous and have the opportunity to decline responding.   It was hoped that by maintaining anonymity more people, particularly in the entry level roles, would respond.  The questionnaire was sent to a fair representation of staff which included members of all departments, at various levels up to and including supervisors and was completed by 36 respondents (29%).  The method of data collection was reliable in nature although the validity was reduced due to the limited response rate.   The focus group was unstructured in order to gain greater insight of opinion (Armstrong, 2012) and consisted of 5 managers (25%) with all departments and management levels represented. (Perkins & Woodhams, 2016)  The questionnaire results were analysed by use of Survey Monkeys analysis tool and were then analysed against the views of the focus group and secondary research that had taken place in order to identify any themes and/or areas for development.










4. Findings
All questionnaire results were analysed (Appendix B), however some definite patterns were identified with the feedback culture. (Table 1) The key points from the focus group are shown in Appendix C. 

 
Table 1.
With regard elements of the appraisal interview some key patterns became evident. (Table 2)
 
Table 2.
Findings indicate that the majority of appraisals are not being carried out annually, with secondary research indicating that they are often time consuming and loathed (Gaskell, 2018) views which were mirrored by the managers during the focus group with some reporting that they did not feel confident in conducting an appraisal. (Strebler, et al., 2001) (Barnet, 2018)   It appears that informal feedback is not frequently given to employees despite most wanting real time feedback as suggested by Cappelli & Tavis (2016).  With regard to managers/employees relationships, 34.24% of respondents felt that there was no two way communication when discussing performance and development indicating a lack of participative/self-setting goals something which Gifford (2016) identified as helping to drive performance.  This was reinforced by managers stating that they decided on performance goal and then sought approval as opposed to engaging in participative goal setting.   The perception of fairness was in question with the margin of fairness being only 5.88%, some of the free text comments implied that there was an element of favouritism which could be a contributory factor as could the reports of lack of trust in the manage/employee relationship which was revealed in the questionnaire results.    Secondary research shows that the perception of fairness impacts on the performance of individuals and thus should be considered. (Gifford, 2016)  
 Contrasting with secondary research by Gupta (2018) and Gifford (2016) the vast majority of respondents felt that the rated scoring worked and most respondents felt that the annual appraisal did benefit their development.  The results showed that many of the respondents felt that the purpose of the appraisal was more developmental than administrative despite company policy stating that appraisals are directly linked to bonus payments, with managers stating that  they contributed very little either developmentally or administratively and felt like a paperwork exercise.  This indicates some confusion as to the purpose of the appraisals and as the secondary research states in is difficult to get a single system that satisfies both objectives. (Gifford, 2016)  Only 5% of questionaire respondants felt that the appraisal was linked to organisational goals with none of the managers reporting a link agreeing that the appraisals were related to individual performance goals.  

5. Conclusion
It would appear that the current appraisal system at Puffin Produce Ltd is not aligned with organisational goals and is no longer suited to the organisation with the vast majority of staff in favour of more frequent feedback (Cappelli & Tavis, 2016) although evidence suggests that the appraisal system should not be completely removed (Murphy, 2018) and should incorporate some form of rated score system.  Due to time constraints, unconfident managers and a dislike of the process appraisals (Gaskell, 2018), are either not being completed or are only completed as a tick box exercise which strongly suggests that the system needs to be reviewed.  A contributing factor to this is the significant number of staff and managers that do not see the benefit in appraisals.    It is clear that the relationships between managers and employees needs to be strengthened to improve the element of trust and the ability to have honest two way communication (Gifford, 2016) resulting in an increased perception of fairness and ultimately performance.  

6. Recommendations
Based on the findings of the literature review and primary research the following recommendations are made: 
-	With input from HR, the Senior management team should decide whether any appraisal system should be an administrative or developmental function. (Gifford, 2016) 
-	HR should undertake further research into the most suitable performance review model ensuring that any system is fit for purpose and implemented effectively. (Cappelli & Tavis, 2016) (Crush, 2015) (Strebler, et al., 2001)  Importantly any new system should include frequent opportunities for two way discussion, (Gifford, 2016) alignment with organisational goals, whether it be related to overarching strategy or specific projects.  (Streblar et al., 2001) (Capelli & Tavis, 2016) and a rated scoring system.
-	HR should provide managers with  performance management training including coaching and mentoring enabling them to give effective coaching style feedback to employees thus improving the culture; (Taylor, 2016) Initial investigation indicates a cost of £2500 ex VAT to train 24 people. (Appendix D)
-	Investigate the possibility of an online performance management tool to make two way communication, goal setting and rewards more agile and to re-market the appraisal system to managers and staff alike.  (Walter, 2018)  Initial research has indicated that the cost of such software would be in the region of £5700 ex VAT, although further research needs to be undertaken into the market leaders of such software. (Appendix E)


Limitations
The response rate to the questionnaires was lower than hoped for and whilst the results are indicative of employees perception of the appraisal process it is felt that the response rate was not high enough to be fully relied upon. The timeframe for people to respond was only a week and potentially had this been extended the number of respondents would have increased.  Due to the style of questions the degree of subjectivity must be considered although it is difficult to ascertain the exact impact on the results. (Armstrong, 2012)  As only 25% of managers were involved in the focus groups their views can only be seen as indicative, additionally as the focus group was unstructured this did lead to the data being harder to analyse.  
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