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ABSTRACT

Managing Human Resources in today’s dynamic enwiiemt is becoming more and more complex as well as
important. People are now being recognized as aabié resource in an organization. Performance #pal has
increasingly become part of a more strategic agraa integrating HR activities and business peficand may now be
seen as a generic term covering a variety of dietssthrough which organizations seek to assesdogegs and develop
their competence, enhance performance and distritawards (Fletcher, 2001). Thus, both practice raséarch have
moved away from a narrow focus on psychometric @raluation issues to developmental performanceaégadr which
may be defined as any effort concerned with ermmiglattitudes, experiences and skills that imprdheseffectiveness of

employees (Boswell and Boudreau, 2002).

Performance Appraisal is a very important tool tisatised to measure frameworks set by organizatorits
employees. Individual contribution and performaiedracked against organizational goals and indizicopportunities
and strength is assessed for future improvemeiis. Study examined the status of The Performan@dulation System
and it's implication for individual and organizatia growth. Only when individuals are continuouslypraised and
evaluated can Organizational performance and #sltant efficiency and effectiveness be achievedrdvhow than ever
inability of organizations to implement an effeetiperformance appraisal strategy has hindered fh@m achieving

competitive advantage.

Obijectivity and fairness are hindered as manynadi appraisal processes are not systematic anthregu are
often affected by personal influences occasionedrbggnizations pre occupation. This hinders thealperformance of
individuals, hence a 360 degrees appraisal systemld be put in place whereby everybody is involiedhe appraisal
process and the average should be considered. $heud also be counseling sessions post appraidedsein superiors
could share feedback with subordinates and theingths and weaknesses could be discussed ancadsagould be set

for better future performance.

Organizations should start giving more importarcevaluation of their employees and accept thatitrg needs
can only be identified from performance appraigatomes. Organizations should revisit and redeissgappraisal system

to align it with its Vision and Mission so that thds attainment of Organizational goals.

KEYWORDS: Organizational Performance, Performance Apprai€aganizational growth, Employee Efficiency,

Training, Development
INTRODUCTION

Quality and Characteristics of employees deterrtlisesuccess of an organization. Since employeethareeart

of a company they become a significant factor inoegenization. Goals and Objectives of an Orgaitimatannot be
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achieved without employees. However it is also @ fhat an employee needs something to induce hiwrder to be
motivated to work in an organization. This was @adive of the more strategic approach to HRM peticwhich sought to
connect the aims of the organization to the peréoee of the individual. The performance appraisat@ss becomes a

part of the performance management system and coioatas the organizations aim, goals and objectives

The most significant and indispensable tool of aganization is Performance Appraisal. It is highleful in
making decisions in regards to promotions and mecitease. According to employees, Performance #ipak System is
used to describe their level of performance tordatee their level of performance, to determine thequired output from
them and to provide suggestions which would in ®vantually improve their performance. From an oiggtions point

of view “Principle of Accountability “is the maireason for having a system of Performance Appraisal.

Performance Appraisal was initially started as ahoe for the justification of salary. It is impontathat every
organization design a performance appraisal syagemmethod of evaluation of employees on a redpalsis. To put it in
simple terms appraisal may be understood as thessisent of an individual's performance in a systemaay, the
performance being measured against factors sugtbasnowledge, quality and quantity of output, istitve, leadership
abilities, judgment and the like. Potential’'s ofayee’s future performance must also be assedead with their past

performance.

A formal definition of Performance Appraisal is f# a systematic evaluation of the individual widlspect to his
or her performance on the job and his or her piatefdr development.” It is a structured formalardction between a
supervisor and his subordinate that is usually ootedl in the form of an interview in which the merhance of the
subordinate is discussed, weaknesses and stradgttigied. Also identified are opportunities fanprovement and skills

development. It may also provide a basis for mahgmpersonnel actions such as:
» Performance Pay
e Training and Career Development
* Promotion and Placement
* Recognition and Rewards

» Disciplinary actions

Identifying selection criteria
Its Success Depends mainly on the

» System and Measures criteria

e Culture and

» Perceived Attitudes and needs of participants thair degree of “engagement” with their jobs.
There are Many Reasons as to Why Performance Apprsals are Conducted

e To promote efficiency and effectiveness in an oizgion

* To enhance individual employee performance and Hagisfaction
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e Administrative processing would be simpler

* To ensure retainment of employee behaviors anui@és by management

» To review performance of an employee over a giventog of time

* To judge the gap between the desired performamtéh@nactual performance
* To help management keep control of the organization

* To help strengthen relation and communication betwe superiors-subordinates and

management — employees.

* To be able to diagnose strengths and weaknessediafiuals so that training and development nezidd

be identified and also to provide feedback to elygds regarding their previous performance.

Research Objective

» To study the practical application of Performanggpiaisal

* To study transformation of Performance Appraisaifitraditional to modern

» To study the effectiveness of Performance Appr&gatem in different Organizations.

e To study the critical challenges involved in thefBenance Appraisal System.

» To study the influence of Performance AppraisaEonployee Performance
Review of Literature

Employee performance appraisal is an effectivé twovehicle for assessment of employee performaarud
implementation of strategic initiatives for the impement of employee performance (Lawler and McDet2003).
However, a considerable literature stream alsoestgghat there exist dissatisfaction in employegarding performance
appraisal system (Mercer, 2002; Roberson and Ste@@06; Moullakis, 2005). For instance, Morgandgpnoticed that
performance appraisal in many organizations hasmaitexpectations of employees. In the same veiar findings by
Smither and London (2009) have elucidated that9®% managers reflect that, performance appraisalnud been

effective in improving employee and organizatiopésformance.

Performance appraisal has been regarded as thecniticstl human resource function within organieas by
which assessors or supervisors analyze and asszBwnmance of their subordinates (Keeping and Lez§00).
the outcomes of performance appraisal assists matmeelect specific pay rates, promotional denisi development and
training needs and motivational factors for empésyéZapata-Phelan et al., 2009). In this regardppaance appraisal
system has been widely researched within orgapizatipsychology to assess employee performanceeiawdespite of
resources applied and attention made to this paati¢opic, prior researchers have found continulisgatisfaction among
employers and employees about outcomes of perfaenappraisal systems in terms of unfair, inaccuaaig political
outcomes (Rao, 2004; DeNisi and Pritchard, 2006grd&fore, it is important to study the factors etffeg outcomes of

performance appraisal system.
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Literature has identified several indicators thii¢@ the outcomes of performance appraisal syst#&ppraisal
source is one critical factor. This factor suggdbtt employee performance can be evaluated througtiple sources
such as supervisors, managers, self, peers andcastamers (Wood and Marshall, 2008). Purpose fachwvperformance
has been appraised or evaluated is another impoctaaracteristic of performance (Thurston, 2001)d aypically,
performance appraisal systems are utilized foripialpurposes ranging from developmental and adstmative purposes.
Performance appraisal outcomes may also be affebtedeedback richness. It elaborates the specifipraisal
environment by which frequent, specific and timédedback is provided by employees to employersrddgg job
(Kinicki et al., 2004).

Another aspect to evaluate the satisfaction andvatain in employees in relation to Performance Fgigal is
it's perceived accuracy. (Wood and Marshall, 2088¢ Selvarajan and Cloninger, 2009). In this regarébr studies
suggest that if employee perceive that appraisioones are accurate, they are more likely to reizegihese results and

act on them (Roberson and Stewart, 2006).

Performance Appraisal outcome effectiveness is atseasured by employees perception of fairness
(Youngcourt et al., 2007). Hence, there is a suggedy previous studies which suggests that jastic fairness of
performance appraisal can be evaluated into 3 dilmes — Procedural, Distributive and Interactiorrdirness
(Colquitt et al. 2001).

Distributive Fairness represents the extent to khioutcomes of appraisal is distributed fairly
(Smither and London,2009).In the appraisal contéxe, distributive context relates with the ratingfs performance
appraisal gained by employees. On the other haodegural fairness aims at the extent to which @udoces deployed by
organization for appraisal are fair in deriving @ahes of appraisal (Zapata-Phelan et al., 2009ntr@y to this,
the concept of interactional fairness represerdgsetttent to which employees receive treatment efgpand supervisors

during the process of appraising performance (Rsareand Stewart, 2006).

Levy and Williams (2004) suggest that it is impottto analyze employee satisfaction as it detersieactions
of employees towards appraisal. Contrary to thistivation represents the degree to which emplogeewilling to make
improvements in their performance (Roberson anav&te 2006). It is suggested by some authors thaetgptions about
fairness hold a critical importance within orgariaas because it avoids negative outcomes suclisagptive behaviors
and employee turnover and also enhance positiveomés of organizations such positive citizenshgammmitment and

satisfaction with the job (Selvarajan and Clonin@&09).

Thurston (2001) has addressed the specific aspeltted with performance appraisal and also revea
effectiveness and success of appraisal system depenreactions and feedback of employees. Thigestg that is it
important to get employee feedback for assessifegtefeness of the appraisal system. This feedisackbe positive or
negative regarding outcomes of appraisal systeior Btudies have revealed that positive feedbaakadse likely to be
accepted, whereas employees often hesitate to tasegptive outcomes of appraisal system (Rao, 2004)the other
hand, Roberson and Stewart (2006) suggest thatgihtive feedback is delivered in an effective aadspasive manner,

employees will take it seriously and will focus @iminating the negative aspects in their perforogan

Previous literature has suggested that for attgimifferent objectives performance appraisal iseéfiective

system. In this regard, Selvarajan and Cloninge092 have revealed that, effective performanceapalr system will not
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only improve performance of employees but also vatéi them. Hence weak and strong performers cademgified. In
the same line of thought, prior studies have idiectifive major outcomes of effective performanppisal (Rao, 2004).
These are: 1) using results of performance apprégasamprove employee performance, 2) enhancingivation, 3)
reducing employee turnover, 4) associating rewadd employee performance and 5) establishing ecatyng

employees (Rao, 2004; Selvarajan and CloningerQ200

Nurse (2005) has also discussed the impact of mabpran employees and organizations. He specificall
suggested that, results of appraisal provide inftion to managers to take further steps about ptiom® and
development of employees. On the contrary, Rao4p80ggests that weak areas of performance ardifiddrthrough
effective performance appraisal system. In this wagnagers can take decisions regarding trainingngbloyees to
improve those weak areas. Moving further, TeratahaRaitano and Kleiner (2006) suggest that, effegberformance
appraisal and feedback results in reducing stesd bf employees. In this way, performance apptagstem interlinks

current, past and future performance of employees.

Theoretical Framework

Figure 1

Another aspect to evaluate the satisfaction andvatain in employees in relation to Performance Fgigal is

the perceived accuracy of Performance Appraisal.
Steps for Developing Systematic Performance Appraads

» ldentify Key Performance Criteria: This should kzséd on a comprehensive Job Description and uhkéerta

in consultation with employees.

» Develop appraisal measures: It is important to inkaacurate and valid performance appraisals; hémee
should be tailored to the specific job or job famiFactors in the work environment which help andar
performance are also recommended. This ensureethgibyee’s expectations are realistic and thislse

likely to increase the perceived fairness and deddfty of Performance Appraisal.

e Collection of performance Information from diffetesources: Traditionally it was the sole respottisybof
managers/supervisors to assess performance. Butinogeit has been seen that other members such as
clients, co-workers, subordinates can be a valuablece of information as they are more likely tvén
exposure to different aspects of employee’s perfma. If information is collected from multiple soes, it
can increase the accuracy of performance evalu#éioreduce bias and increase employee’s percepfion

fairness.
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e Conduct an appraisal interview : 2 main purposeb®fppraisal interview are to —

 Reflect on past performance; hence identify majohievement, areas for further improvement and

barriers/facilitators to effective performance.
» ldentify strategies and goals for future work piet

» The appraisal interview should be a constructiwe, tvay exchanges between the supervisor and engloye

with preparation for the interview done by bothtjear beforehand.

« Evaluate the appraisal process: It is very impartanthe Performance appraisal process to undergolar
review and improvement ex: Focus groups or sureeytd be conducted to gauge employee’s perceptibns
the appraisal process. A good successful PerforenAppraisal process should demonstrate a changetin
the rating of employee performance and aspectshef work environment that impact upon work

performance.
Best Practices in Performance Appraisal: It Involve
» Integrating Performance Appraisal into a formallgting system
e Basting appraisals on accurate and current jobrigiens

» Offering adequate support and assistance to emgdoye improve their performance (eg: professional

development opportunities)
» Ensuring that appraisers have adequate knowledtjdiegct experience of the employee performance.
» Conduct appraisals on a regular basis.
Traditional vs. Modern Performance Appraisal

Performance Appraisal history is quite brief. tists in the early 2Dcentury can be traced to Taylor's Pioneering
Time and Motion Studies. During the First World Whe US army adopted the appraisal concept indhm bf merit
rating. For Military Personnel it was man-to-mating system for evolution. From the army this cqicentered the
business field and was restricted to hourly paidkers. During the 1920s relational wage structdoeshourly paid
workers was adopted in industrial units and eachke&owas being used to be rated in comparison ¢oather for
determining wage rates. This system was called tNRating. If it was found that the employee’s perfance was better

than the supervisor expected, a pay rise was ierord

There was little consideration given to developrakpbssibilities of appraisal. Sometimes this sysseicceeded
but most of the time it failed. A lot of early meditional researchers were aware that different leewjth somewhat equal
working abilities could be paid the same amouninohey and yet have different levels of motivatiow gerformance.
Empirical Studies confirmed these observations.fatgs were important, yes; but they were not tilg element that had
an impact on employee performance. It was found iggues, such as moral and self-esteem, could lese great

influence.
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Hence, the traditional emphasis on reward outconasprogressively rejected. In the 1950s US reaaghthe
potential usefulness of appraisal as a tool forivation and development. The general model of Pevdmce Appraisal, as

it is known today, began from that time.
Conducting an Effective Performance Appraisal
The following five step approach should be followedconducting a systematic Performance Appraisal
» ldentify Key Performance criteria
» Develop appraisal measures
e Collect performance information from different sces
e Conduct an appraisal interview
e Evaluate the appraisal
Step 1: Identify Key Performance Criteria

What to assess is perhaps the most challengingtaspsetting up Performance Appraisal. Four kepefisions

of performance need to be considered in a perfocemappraisal.

Key Dimensions to Performance

Table 1
Competencies Knowledge, skills, and abilitiesveafd to performance
Behaviors Specific actions conducted and / or taskformed

Output, quantifiable results, measurable outcomesl |a
achievements, objectives attained
Organizational citizenship behaviols  Actions th&t @ver and above usual job responsibilities

Results/outcomes

In Order to ensure that the Performance Criteria isRelevant to Work Practice and is Acceptable to Apgisers and
Employees

» The Performance criteria should be based on aw-date Job Description: Relevance of an appraigbhbe
clear only with clear and explicit links betweenrf@emance Appraisal and Job description. Before
conducting a Performance Appraisal it should beckéeé that the Job Description is detailed and tsond-

of-date, and an accurate Job Description be degdlop

e The criteria should be developed in consultatiothvéppraisers and employees: If Job Descriptioes ar
linked with Performance Appraisals; it can help kfecus of appraisal process on key competencies,
behaviors and outcomes associated with a particalaror position. It would also be useful to cdhsvith

employee to :
Ensure that the Key Aspects of a Role/Position amepresented in the Job Description. For example
» Conduct assessments

* Plan interventions
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« Manage cases
« Liaise with and refer to other providers
» Keep up-to-date service records and case notes
*  Write reports
» Develop a clear understanding of the relative irfgrare of various competencies,
Behaviors and Outcomes
» ldentify how these key competencies, behaviorsarndomes can be fairly and accurately assessed.

In order for the appraisal process to be a sucaadsbe accepted employees should be made toipatgidn

the development of appraisal criteria and measarasjn the process of conducting appraisals.
Employee Participation Strategies

» Engagement in formal meetings or informal discussiwith supervisors to seek input and / or feedlmack

appraisal measures and criteria
* Representation on groups/ committees involvedeérdigsign and implementation of performance appgaisa
* Inclusion of self-appraisals in the appraisal pssce

» Providing opportunities for employees to contribistehe performance appraisal of coworkers and gensa

supervisors.
» ltis also important that employees perceive thera@pal system to be equitable and fair.
Step 2: Develop Appraisal Measures

After clear performance criteria have been ideatifithe next step would be to decide how to agoedermance
of employees. It is important to approach it itractured and systematic way. There are varioublenos that can arise if

an unstructured “blank sheet” approach is used asch
* Reduced accuracy
* Important skills, knowledge and abilities crititaljob performance may be overlooked.
e There could be reduction in consistency betweeneaggds.

» Perceptions of “subjectivity” in evaluations, whighay in turn, reduce employee’s satisfaction wihd

acceptance of appraisals.
Appraisal Measure Design has 3 Important Considerabns
»  Generic versus Individually tailored measures
» Objective versus Subjective assessments

e Assessing the impact of the work environment orfigperance.
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Step 3: Collect Performance Information from Different Sources

Once appraisal measures are identified and dewdldpe next step would be to collect accurate mftdion on
employee performance. It could begin with notingetvations of employees before conducting appgiddlis is most
likely to give an accurate picture of performandeemployees. Ideally performance should be obseoxest time and
notes should be taken down in a diary. This woeg n gathering accurate information on employgegformance. But
there is also a downfall to this ie: some employgesrate with a high degree of autonomy. Many Mamrg&upervisors
due to their own heavy workload observe employetopaance over time and also, perceptions of aroimggmonitoring

foster a sense of surveillance which can damagdenstaale.

A better report would be to keep critical incidegports in which satisfactory and unsatisfactomfgrenances be

noted. Employees could also be encouraged to ké@glaof their performance records.

Traditionally it is the Manager/Supervisor who as&s performance; however other members of theniaegion
could be very helpful in providing information alsey are more likely to have exposure to differespemts of an
employee’s performance. This is known as 360defgre#back. This also helps reduce biasness; empleyed perceive

the process to be fair.
Step 4: Conduct an Appraisal Interview

The next step would be to conduct the appraisahirgw. 2 main purposes are to:

» ldentify major achievement by reflecting on pasti@enance.

» ldentify strategies and goals for further work pice

Strategies to ensure the appraisal interview as#ipe, constructive and beneficial for employefeetiveness.
Before the Interview

*  While discussing their performance employees shbelthade comfortable by engaging in regular, infdrm

communication on work, progress, obstacles anggquossible solutions and assistance.
« Before the interview employees should be encouréameeview their own performance and prepare.

« Draft a plan and a list of issues that needs taatidressed with employees (ie: strengths, weaknkess o

performance, performance improvement strategies)

* Employee participation should be encouraged, theyldc be asked to share their views about their

performance.
* To put employees at ease always begin with podiedback.
» Always make it a two way discussion

e Goals should be set mutually ensuring employeesicgmte in determining specific, challenging but

attainable goals for future work performance.

e There should be a clear agreement on performarjeetades and evaluation criteria for the followipgar.
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Always keep a written record on the appraisal inésv, where both parties have “signed off”.
After the Interview:

Employees should be coached regularly, they shbeldjiven frequent feedback in order to help them

improve performance

There should be regular assessment of progressdswaals, this helps keep behavior in track aricheces

commitment to effective performance.

Rewards should be related to performance-by linkipgraisal results to employment decisions such as
promotions and salaries, employees are more litcelgrepare for, participate in, and be satisfiethwhe

appraisal system.

Step 5: Evaluate the Appraisal Process

In an organization, the performance appraisal m®sdould undergo regular review and improveméntolld

also be helpful to monitor the types of issuesaigisy supervisors and employees overtime.

For a Performance Appraisal process to be a sudcsissuld be able to demonstrate a change in thathiating

of employee performance and the work environment.

RESEARCH METHODOLOGY

This is a non-empirical form of research, whichludes analysis performed form various publishedtles,

websites, researches, professional publicationgamdals. These are all secondary data basecerefes and it is great to

refer to these as every research shows a poirmli@vk that their work is genuine and fruitful bty own paperwork.

Analysis and Suggestions

Performance Appraisal should be communicated déwdite to all employees and its importance shbeld

recognized and it should not be perceived as justher regular activity.

On the basis of Performance Appraisal there shbelda review of Job analysis, Job Design and Work

Environment.

It should bring more clarity to the goal and vismfithe Organization

Employees should feel more empowered

For the appraiser and appraise to take interdbeimppraisal process new methods should be adopted

Regular feedback regarding appraisals should bengis employees; this would help them improve their

weak areas.

Annual Appraisal System should be linked to finah@nd non -financial incentives, this would help

employees perform better.

There should be new mechanisms to educe the timidaator involved in the procedure of the appraisal

Introducing online appraisals could help.
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»  Frequency of training programs should be increased.

» Awareness sessions for employees/appraises sheutthbde more interactive and the views and opinfon o

the appraises regarding appraisal should be giuercdnsideration.

» Specialists should be sought for forming a propggpraisal system. Constant monitoring could be done

through discussions, suggestions and interactions.
* Modern appraisal techniques such as 360Degreeiapbcauld be used.
e There should be a transparency in the appraistdrsys
« All employees of the Organization ie, White Cokenrd Blue Collar jobs should be covered.
» Recognizing good performers, giving incentives kétpgetting more commitment from employees.

» Performance Appraisal should be effectively linkexd the Performance Management System of the

Organization.
CONCLUSIONS

During the years as an increase of concentratioadoninistrative management, HRM plays an importal& in
managing an Organization, such as the effects ofMMHR innovation “new way of working principle” foworking

relation.

AS a field of study, Performance Management System popular topic in HRM over time. It is importaor
any Organization to plan, manage and reward pedno@4. By doing this, the productivity of the compavould be

developed and profit would be increased.

Employees are the resources and assets of an @afjani Hence, it is important that an Organizafignre out
strategies for identifying, encouraging, measuriegaluating, improving and rewarding employees. adizational
Performance could influence employee performandeerdfore this paper aimed at understanding howoRe&nce

Management System influences employee performance.

Organizations cannot grow if individuals that wadrk the organization are not deliberately encouragad
supported through genuine Performance Appraisaleddained by Fajana (1997), performance discrepaam be
managed through concerted efforts at Training & éewment, Career & Succession Management. It ie atsy
important that, organizations have periodic reviesvsaudits of all personnel policies, programs agrdcedures,
compensation, recruitment & staffing, job analygidy evaluation, grievance process and communicati@annel etc. It
needs to be remembered that Performance Appraisairieans not an end. And as means Human Resoevedopment

would be better off if Performance Appraisal is gieely conducted.
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