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Key points

· Performance appraisal is a perennial feature of public service reform plans. It is normal for the plan to promise to make performance appraisal more rigorous, simpler to operate, better able to identify and recognise high performers, and tackle underperformance.

· Evidence suggest that most performance appraisal schemes absorb significant amounts of management time and resources, have little if any positive effect on performance (and may have unintended negative effects) and make almost everyone unhappy.

· Yet where appraisal can be useful is in involving employees and providing feedback on performance and development opportunities. Appraisal is also seen as important for public accountability purposes and is unlikely to be done away with.
· Five steps are suggested to change our approach to performance appraisal and to more generally managing the performance of public servants:
· Drop the standardised approach to PMDS and allow for experimentation at organisational level. Then learn from the best
· Do not adopt forced rankings of individuals. This would have a negative effect on employee engagement and overall performance
· Put much more emphasis on organisational and work unit business planning and goal setting
· Goals alone are not enough; they need to be complemented by feedback that provides information on results achieved
· Devise means of tackling chronic underperformance outside of the appraisal process
Background

The Public Service Reform plan (Department of Public Expenditure and Reform, 2011a) sets out proposals to strengthen existing systems of individual performance management, including through the use of new, simplified performance management forms. Specific guidelines to deal with underperformance have been published (Department of Public Expenditure and Reform, 2011b). In part this is in response to the fact that the current system of performance appraisal in use in the public service, the Performance Management and Development System (PMDS), has come in for a lot of criticism since it was introduced in 2000. Some see the process as too cumbersome with limited impact on actual performance. Others see the system as insufficiently rigorous in its identification of good and poor performers (Department of Finance, 2010).

But those with long memories will recognise that commitments to improve performance appraisal and tackle underperformance are a perennial feature of public service reform programmes. Transforming Public Services (Department of the Taoiseach, 2008) noted that ‘…the available evidence suggests the need for significant progress in using performance assessment both to address underperformance and to distinguish high performance. Both existing and new systems should be strengthened by the adoption of standardised ratings distributions across appropriately sized grade groupings of employees’ (2008: 12). And going back to Delivering Better Government (1996), alongside a commitment to regular and systematic appraisal of performance is a recommendation to introduce a procedure for dealing with underperformance (1996: 37).
Neither are we alone in this periodic repeating of the message of the need for more structured appraisal and tackling of underperformance. A UK civil service reform plan announced in June 2012 (HM Government, 2012) includes a commitment to more rigorous performance management, including a revised appraisal system for the senior civil service, specifically identifying the top 25 per cent and the bottom 10 per cent of performers. Yet the UK civil service has been running appraisal schemes for many years. For example in the Modernising Government reform programme introduced in 1999, one of the goals was to ensure that the civil service had a performance management system in place which would bring about cultural change, raise individual and team performance and ensure continuous learning. And a similar picture also emerges in other jurisdictions.
This raises the question as to why we persist with periodically revisiting performance appraisal systems with promises to enhance their effectiveness, make them simpler, ensure that not everyone is simply awarded high marks, and that underperformers will be tackled. The evidence tends to suggest that little will happen, and that the same promises will be repeated a few years down the line as the next high-profile initiative is launched.
The problems with performance appraisal in practice

Difficulties with performance appraisal are not limited to the public sector, but apply in the private sector as well. Deming, a quality management expert, identified performance appraisal as one of the seven deadly diseases of management: ‘It nourishes short-term performance, annihilates long-term planning, builds fear, demolishes teamwork, nourishes rivalry and politics’ (Deming, 2000: 102). Deming stated that initiatives such as forced rankings and other merit ratings are examples of bad management as they can undermine motivation. Brown (2010: 1) cites a prominent UK academic who delivered the verdict on appraisal that ‘rarely in the history of management can a system have promised so much and delivered so little’.
Stanford University professors Robert Sutton and Jeffrey Pfeffer reference a survey of 200 human resource professionals which reports that forced ranking results in ‘lower productivity, inequity and scepticism, negative effects on employee engagement, reduced collaboration, and damage to morale and mistrust of leadership’ (Pfeffer and Sutton, 2006: 107). More generally with regard to appraisal they go on to say: ‘…we can’t find a shred of evidence that it is better to have just a few alpha dogs at the top and to treat everyone else as inferior. Rather, the best performance comes in organisations where as many people as possible are treated as top dogs. If you want people to keep working together and learning together, it is better to grant prestige to many rather than few, and to avoid big gaps between who gets the most and least rewards and kudos’. In a similar vein, Behn (2006) has pointed out that using appraisal to tackle underperformance can have unintended consequences (see box).
Why governments should end annual performance appraisal

Bob Behn, a professor at Harvard University’s Kennedy School of Government and an expert in performance management has set out succinctly the problems with performance appraisal as a means of tackling chronic underperformance in this hypothetical case:

Robert doesn’t do any work…Moreover, Robert also knows the rules and he is willing and able to use them…the advocates of the performance appraisal process are being less than truthful when they claim that the task of getting rid of Robert is not a big problem…Either the manager decides to get rid of Robert – understanding fully how time consuming and emotionally costly this will be. Or the manager decides that other problems are more important. Like every human, Robert’s manager has only 168 hours in a week. And the number of problems that any public manager faces can easily absorb all 168. Thus every intelligent manager chooses to concentrate on just a few really important and winnable problems, while ignoring all the others…Consequently, year after year, Robert accumulates a long string of ‘meets expectations’.

Thus, when a new manager comes along and decides that Robert is one of the really important problems, Robert’s personnel file is…worse than useless. Robert’s personnel file actually prevents the new manager from getting rid of Robert. This fight, the new manager concludes, is not winnable.

So, here is a really radical proposal: if you want to get rid of the obnoxious goof-offs in government, you first have to get rid of the annual performance appraisal…For if there were no annual reviews, there would be nothing on Robert’s file. Thus, a new manager who decides that Robert must go can start building the case from sea level rather than from the bottom of the Mariana Trench…At any time, a manager can put a commendation or a reprimand in any employee’s file. Indeed, the new system would encourage both. Still, given the natural propensity of humans, most managers will insert more accolades than rebukes.

If an annual performance appraisal were not required, an empty file would itself be damning evidence of incompetence.

Source: Shortened abstract taken from Behn (2006)

There are other, well documented challenges with applying performance appraisal (see for example Coens and Jenkins, 2000). Managers may often rely on or put particular emphasis on the most recent events, which are fresh in the mind, and may not necessarily reflect overall performance. For many areas of work, measurement of performance is challenging and assessing performance is consequently reliant on the qualitative judgement of the appraiser rather than clear standards or criteria of performance. The ‘halo effect’ may occur, where employees who are liked are generally seen as being good performers. Of course, there are design features that can be introduced to attempt to minimise such problems (such as 360 degree feedback to include different perspectives in the appraisal) but these run the danger of making the appraisal process more complex and time consuming.
Another general problem is that appraisal systems are often designed to try to take on too many tasks at once: they’re intended to address issues such as communications, feedback, coaching, promotion and compensation. The literature suggests that appraisal systems are not good at differentiating between levels of performance and in providing consequences for performance ratings. Where they can prove useful is in involving employees and providing feedback on performance (Rubin, 2011).
This latter point, about appraisal being useful for employee involvement and providing feedback, provides one hint as to why performance appraisal persists despite its weaknesses. Providing structured feedback on performance and setting clear expectations about performance are important features of good management. And public servants often complain that expectations required of them are not clearly specified. Indeed one of the perceived benefits of PMDS is that it has facilitated clarity around roles and work unit goals that would not typically have occurred otherwise (PA Consulting Group, 2002: 63; Mercer, 2004). A survey carried out in 2010 showed that almost two-thirds of respondents agreed that through PMDS they had a clearer understanding of the goals of their work unit. Conversely, only 16 per cent agreed that underperformance is tackled effectively (Department of Finance, 2010).
Performance appraisal is also viewed as important in terms of appraisal being part of the accountability apparatus of the public service. Being able to show that appraisals are carried out and that performance issues are being discussed is considered an important element in presenting information to politicians and the public to provide assurance around accountability for the performance of public organisations. The level of conformance with carrying out PMDS appraisals, for example, and the scores received, are seen as issues of public concern and interest. Whether it works or not, performance appraisal is seen as having a high degree of legitimacy across society as something that well performing organisations should be doing.
What’s to be done?
So despite the significant limitations associated with formal performance appraisal, it is unlikely that performance appraisal will disappear altogether. What then is to be done in these circumstances if we are not to be presented with yet another initiative at the time of the next public service reform plan a few years from now promising a new, better and more rigorous performance appraisal process? Here are five suggestions based on the evidence of what does and doesn’t work. Some are focused specifically on the appraisal process. Other suggestions are more generally concerned with managing the performance of public servants.
Five suggestions for changing our approach to performance appraisal

1. PMDS is a highly centralised system which has been criticised for its ‘one size fits all’ approach. One option would be to scrap PMDS and replace it with some ‘light touch’ requirements that all organisations must apply (for example any scheme must include role description and goals linked to the business plan, provide an opportunity for feedback, provide learning and development opportunities). Organisations would then be free to develop a scheme (or schemes) that suit their particular circumstances and experiment with different approaches. An evaluation of different approaches could be undertaken after schemes have been in operation for some time, and lessons leaned as to what works well and what doesn’t. Some organisations (or parts of organisations) may choose to retain PMDS as it meets their needs.
2. Do not go down the route of forced rankings of individuals. This would have a negative effect on employee engagement and overall performance.
3. Put less emphasis on individual appraisal and much more emphasis on organisational and work unit business planning and goal setting. While the evidence suggests that formal appraisal may have limited impact, there is plenty of evidence that setting challenging and specific goals improves the performance of employees (Perry, Mesch & Paarlberg, 2006: 509). Where tasks are complex, there is some evidence that learning goals are most effective. Goals need to be linked to business plans and to be benchmarked against performance (over time, against others, against an agreed standard, or some combination of these). Having employees work as teams with specific team goals, rather than as individuals with only individual goals may in many instances enhance performance (OECD, 2008: 108).
4. Emphasise the importance of feedback in relation to goal performance, not just at the time of an annual appraisal, but as part of the normal work routine. Goals alone are not enough; they need to be complemented by feedback that provides information on knowledge of results achieved (Locke, Shaw, Saari & Latham, 1981: 133). 
5. Devise means of tackling chronic underperformance outside of the appraisal process. Underperformance due to issues such as skills gaps or lack of clarity around expectations may possibly be addressed as part of the appraisal process. But chronic underperformance due to malingering or deliberate persistent lack of engagement needs to be dealt with through other channels.
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About the Institute of Public Administration

The Institute of Public Administration is Ireland's only public service development agency focused exclusively on public sector development. It delivers its service through:

· education and training, building people's capability to meet challenges

· direct consultancy, solving problems and helping plan and shape the future

· research and publishing - understanding what needs to be done and making these findings readily available. 
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