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Abstract: One of the critical human resource issues of the 21st century is an organization's ability to refine and 
develop mechanisms to provide meaningful job performance feedback to all employees. A positive and coherent 
understanding between the employee and supervisor as to what is acceptable job performance is essential for all 
employee and management work relationships to survive. Optimum development and proper utilization of each 
employee is essential to the success of any organization. Proper positive feedback must be given to employees 
in order to improve their productivity. With over looking to the successful countries of world we can see this 
counties make necessary worth to the human resource as the most important productivity factor. With contrast, 
this force with increasing their productivity  shear themselves in the revenue of the product. Performance 
appraisal system is a method by which an employees' job performance is evaluated in terms of quality, quantity, 
cost and time. This system has the following benefits; Feedback, Goal Setting, Career Management, Objective 
Assessment, Legal Protection, Increase human resource productivity. This paper is organized as follows. In the 
first section we briefly review the performance evaluation methods and in the section two performance 
evaluation influence on the productivity of human resources is studied. 
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INTRODUCTION 
 
 Performance appraisal is a systematic way of reviewing and assessing the performance of an employee 
during a given period of time and planning for his future. It is a powerful tool to calibrate, refine and reward the 
performance of the employee. It helps to analyze his achievements and evaluate his contribution towards the 
achievements of the overall organizational goals. According to Flippo, a prominent personality in the field of 
Human resources, "performance appraisal is the systematic, periodic and an impartial rating of an employee’s 
excellence in the matters pertaining to his present job and his potential for a better job." (Smita A.K., 2011). 
 By focusing the attention on performance, performance appraisal goes to the heart of personnel 
management and reflects the management's interest in the progress of the employees. Performance appraisal is a 
most valuable human resource tool. It is a vital component for the development of company as well as for 
individual employee. 
 The system of performance appraisal motivates the sincere employees and in certain cases it punishes the 
dishonest employees. This is benefited to employees as well as for the organization. According to many research 
in this field can be mentioned the role of performance evaluation in improving the productivity of human 
resources. Human resources productivity increases if there is a fair performance appraisal system implemented 
in the organization. Performance appraisal plays critical role in organizations ability to achieve its strategic 
goals. Organisation and the HR department has to design and implement Performance appraisal system in an 
organization is a core managerial function. The challenges faced by the present days organization is absolutely 
depending on the effectiveness of its performance management system which ultimately acts as a catalyst for                           
 Employee’s effective performance. 
 The true goal of performance appraisal is employee’s development & organizational improvement. 
Ultimately competitive asset of any organization is it human resources, thus organization should develop 
employee’s productivity. This can be achieved through performance management system which also acts as 
behavioral change tool and it can also enable performance management system which can improve overall 
organizations performance. 
                                            
2. Performance Management Definition: 
 The term ' performance management' was first used in the 1970s, but it did not become a recognised process 
until the latter half of the 1980s (Armstrong & Baron, 1998). The meaning of performance management has 
evolved and continues to evolve. While in the sixties and seventies performance management was often equated 
to some from of merit-rating, in the eighties and nineties it has been linked to ' new' management paradigms 
such as Management by Objectives, Performance Appraisal, Behaviourally Anchored Scales and Performance-
related Pay.  Even today, authors differ in their understanding of performance management. The following 
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definitions allow us to view the changes that the concept of performance management has undergone during the 
1980s. 
 Fowler (1990) defines performance management as: '' … the organization of work to achieve the best 
possible results. From this simple viewpoint, performance management is not a system or technique, it is totality 
of the day-today activities of all managers''. 
 The (then) Institute of Personnel Management (1992) produced a similar definition:'' A strategy which 
relates to every activity of the organization set in the context of its human resource policies, culture, style and 
communications systems. The nature of the strategy depends on the organizational context and can vary from 
organisation to organisation.'' 
 Storey and Sisson (1993) defines performance management as:'' … an interlocking set of policies and 
practices which have as their focus the enhanced achievement of organizational objectives through a 
concentration on individual performance.''  
 Fletcher (1992) provides a more organizational definition of performance management:''… an approach to 
creating a shared vision of the purpose and aims of the organization, helping such individual employee 
understand and recognise their part in contributing to them, and in so doing manage and enhance the 
performance of both individuals and the organization.''  
 Finally, Armstrong and Baron (1998 page 45) define performance management by eliciting the 
characteristics of a performance management system. This is a conceptual, organizational and operational 
definition that has been found useful by authors researching performance management. 
 Managing employee performance is an integral part of the work that all managers and rating officials 
perform throughout the year. It is as important as managing financial resources and program outcomes because 
employee's performance, or the lack there of, has a profound effect on both the financial and program 
components of any organization. Performance appraisal processes are one of the central pillars of the 
performance management which is directly related to the organizational performance and have a direct impact 
on it. 
 
3. Performance Appraisal System: 
 Performance appraisal is a formal management system that provides for the evaluation of the quality of an 
individual’s performance in an organization (Aziz Yusof, 2003). As mentioned by Dessler, G (200), 
performance appraisal has the means to evaluate an employee’s current and past performance relative to the 
employee’s performance standards. It is a process which involves creating work standards; evaluate employee’s 
actual performance relative to those work standards; and giving feedback to employee so as to motivate him or 
her to improve the job performance or to eliminate performance deficiency.  
 In addition to that, Terrence, H. M and Joyce, M. (2004) stated that, some potential aims of performance 
appraisal might include identifying particular behavior or job. Various techniques or methods have been used by 
human resource management experts to evaluate the performance of an employee. As outlined by Vicky G. 
(2002), some of the appraisal methods include ranking; trait scales; critical incident; narrative; and criteria-
based. Terrence, H. M. and Joyce, M. (2004) mentioned few other methods including management-by-
objectives (MBO), work planning and review, 360o appraisal and peer review. With all the available techniques, 
it is essential to understand that different organization might use different technique in assessing staff 
performance.  
 Since all the techniques mentioned above has their own advantages and disadvantages, most organizations 
might mix and match different techniques for their own performance appraisal system that can fulfill their 
organizational needs. Performance appraisal system has become  one of the most valuable management tool in 
which organization members use to achieve collective goals. In order to ensure that the results of the 
performance appraisals are useful and reasonable to the superior when evaluating their subordinates, it is 
important for the performance appraisal system to consistently produce reliable and valid results for the 
management of an organization (Yee et al., 2009). 
 
4. Objectives of Performance Appraisal:  
 The primary purpose of Performance Evaluation is to provide an opportunity for open communication about 
performance expectations and feedback. Most employees want feedback to understand the expectations of their 
employer and to improve their own performance for personal satisfaction. They prefer feedback that is timely 
and given in a manner that is not threatening. 
 
5. The Benefits of Performance Management: 
 Management can yield great benefits for employees, supervisors and organizations to create. Performance 
management approach using rigorous and systematic evaluation, feedback function provides for improved 
employee performance, training requirements for staff development and the promotion of individual and 
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organizational development process and facilitate the smooth, between decision making and performance of 
staff, will establish a close relationship and ultimately increase employee motivation and productivity, some of 
these benefits and attitudes in three areas of organizational, staff and supervisors can review and classification 
are(the follow chart taken from (Bayat. R.F., 2011)): 
 

Objectives Of Performance appraisal 

 To review the performance of the employees over a given period of time. 

 To judge the gap between the actual and the desired performance. 

 To help the management in exercising organizational control. 

 Helps to strengthen the relationship and communication between superior – subordinates and management – employees. 

 To diagnose the strengths and weaknesses of the individuals so as to identify the training and development needs of the future. 

 To provide feedback to the employees regarding their past performance. 

 Provide information to assist in the other personal decisions in the organization. 

 Provide clarity of the expectations and responsibilities of the functions to be performed by the employees. 

 To judge the effectiveness of the other human resource functions of the organization such as recruitment, selection, training and 
development. 

 To reduce the grievances of the employees. 

 Facilitating layoff or downsizing decisions 

 Counseling poor performers 

 Determining compensation changes 

 Encouraging coaching and mentoring 

 Confirming that good hiring decisions are being made 

 Improving overall organizational performance 

 Provide an opportunity for the employee and the supervisor to exchange ideas and feelings about job performance 

 
Fig. 1: Objectives Of Performance appraisal. 
 

The Benefits of Performance Management 
The Staff Perspective: The Organizational Perspective: From the Perspective of Guardians: 
A- The enmity between the people and 
reduced the risk of violence among 
employees reduced. 
 B- Pay and benefits, bonuses and other 
compensation payments based on 
performance, value and performance is 
focused on individuals.  
C- Employees better understand their 
duties and help supervisors in their efforts 
to achieve organizational goals. 
 D- To fully staff and functions as a 
tangible, clear and conductivity are 
measured.   
E- Evaluation and encourage employees to 
increase professional growth and will 
facilitate the transmission of culture. 
 F- The opportunity to comment on 
personnel issues, goals and programs and 
also talk about the environment they are 
sincere in their comments to their 
supervisor. 
 G- Sufficient staff and ongoing feedback 
from various sources (supervisors, clients 
and colleagues). They receive from their 
position to acquire knowledge about the 
expected performance. H- part of its 
employee evaluation process is a formal 
feedback. 
 

A- With the above approach, 
organizational values are reinforced. 
 B- Employees and supervisors are more 
comfortable talking with better 
organization and targets are achieved. 
 C- Goals, objectives and corporate 
priorities are clearly available. 
 D- Creating a balance between the 
pressures to produce short-term and long-
term professional development needs of 
staff. 
 E- To create rewards for sustainable 
organizational commitment to excellence 
in workplace activities. 
 F- Establishing a fit between 
organizational culture and evaluation 
guidelines. 
 G- with the traditional and ineffective 
payroll and payments are to be focused 
more on individual performance. 
 

A- Assessment of staff performance and 
easier evaluation of the impact of 
increased employee productivity is higher. 
 B- Guardians of the employees, their 
goals are aligned with organizational 
goals. 
 C- create a space for communication and 
dialogue, unpretentious and the bilateral 
relationship between supervisors and 
employees. 
D- decision under supervisors and 
employees.  
E- Supervisors only negative aspects of 
employee performance and do not 
emphasize the positive aspects of their 
practice is more interesting. 
 F- Describe the evaluation and 
administrators interested in how 
employees are applying for and explain 
the process that is necessary to take 
seriously.  
G- Evaluation of the performance 
management responsibilities for 
supervisors and peers is fully aware of the 
seriousness of the actual performance of 
the employees themselves. 
 H- Evaluation of their employees, 
informal feedback is part of the process. 
 

  
Fig. 2: The Benefits of Performance Management. 
 
6. The 4 Stage Performance Appraisal Cycle 
  In the diagram below we can see that the performance appraisal process is not an annual event it is a never 
ending process, there is no start and no end ... just an ongoing evolution of performance.  
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Fig. 3: Performance Appraisal Cycle. 
 
 It is common to see the two steps "Provide Feedback" and "Record Performance" combined to create a 
three stage performance appraisal process, as shown below. Now let's start by looking at the definition of a 
performance appraisal.   
 
7. Potential Appraisal - Methods of Performance Appraisal: 
 The performance appraisal methods may be classified into three categories, as shown in Figure below: 
 

 
  
Fig. 4: Performance Appraisal Methods. 
 
 Also the performance appraisal methods may be classified into 4 categories, as shown in Figure below. (the 
follow chart taken from (Mathis et al., 2000)): 
 
(a) Confidential Report:  
 It is mostly used in government organizations. It is a descriptive report prepared, generally at the end of 
every year, by the employee's immediate superior. The report highlights the strengths and weaknesses of the 
subordinate. The report is not data based. The impressions of the superior about the subordinate are merely 
recorded there. It does not offer any feedback to the appraiser. The appraiser is not very sure about why his 
ratings have fallen despite his best efforts, why others are rated high when compared to him, how to rectify his 
mistakes, if any; on what basis he is going to be evaluated next year, etc. Since the report is generally not made 
public and hence no feedback is available, the subjective analysis of the superior is likely to be hotly contested. 
In recent years, due to pressure from courts and trade unions, the details of a negative confidential report are 
given to the appraiser.  
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Fig. 5: Performance Appraisal Methods. 
 
(b) Essay Evaluation:  
 Under this method, the rater is asked to express the strong as well as weak points of the employee's 
behavior. This technique is normally used with a combination of the graphic rating scale because the rater can 
elaborately present the scale by substantiating an explanation for his rating. While preparing the essay on the 
employee, the rater considers the following factors: (i) Job knowledge and potential of the employee; (ii) 
Employee's understanding of the company's programs, policies, objectives, etc.; (iii) The employee's relations 
with co-workers and superiors; (iv) The employee's general planning, organizing and controlling ability; (v) The 
attitudes and perceptions of the employee, in general. 
 Essay evaluation is a non-quantitative technique. This method is advantageous in at least one sense, i.e., the 
essay provides a good deal of information about the employee and also reveals more about the evaluator. The 
essay evaluation method however, suffers from the following limitations: 
 It is highly subjective; the supervisor may write a biased essay. The employees who are sycophants will be 
evaluated more favorably than other employees. 
 Some evaluators may be poor in writing essays on employee performance. Others may be superficial in 
explanation and use flowery language which may not reflect the actual performance of the employee. It is very 
difficult to find effective writers nowadays. 
 The appraiser is required to find time to prepare the essay. A busy appraiser may write the essay hurriedly 
without properly assessing the actual performance of the worker. On the other hand, appraiser takes a long time, 
this becomes uneconomical from the view point of the firm, because the time of the evaluator (supervisor) is 
costly. 
 When used in conjunction with other methods, such as the graphic rating scale, the essay method does not 
require a lengthy statement and can add value to your employee performance evaluations.  
 
(c) Critical Incident Technique:  
 Under this method, the manager prepares lists of statements of very effective and ineffective behavior of an 
employee. These critical incidents or events represent the outstanding or poor behavior of employees on the job. 
The manager maintains logs on each employee, whereby he periodically records critical incidents of the workers 
behavior. At the end of the rating period, these recorded critical incidents are used in the evaluation of the 
workers' performance. This method provides an objective basis for conducting a thorough discussion of an 
employee's performance.  
 This method avoids recent bias (most recent incidents get too much emphasis). This method suffers 
however from the following limitations: 
 Negative incidents may be more noticeable than positive incidents. 
 The supervisors have a tendency to unload a series of complaints about incidents during an annual 
performance review session. 
 It results in very close supervision which may not be liked by the employee. 
 The recording of incidents may be a chore for the manager concerned, who may be too busy or forget to do 
it. 
 Most frequently, the critical incidents technique of evaluation is applied to evaluate the performance of 
superiors rather than of peers of subordinates.  
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(d) Checklists and Weighted Checklists: 
  Another simple type of individual evaluation method is the checklist. A checklist represents, in its simplest 
form, a set of objectives or descriptive statements about the employee and his behavior. If the rater believes 
strongly that the employee possesses a particular listed trait, he checks the item; otherwise, he leaves the item 
blank. A more recent variation of the checklist method is the weighted list. Under this, the value of each 
question may be weighted equally or certain questions may be weighted more heavily than others. The 
following are some of the sample questions in the checklist. 
   Is the employee really interested in the task assigned?  Yes/No 
   Is he respected by his colleagues (co-workers)?   Yes/No 
   Does he give respect to his superiors?    Yes/No 
   Does he follow instructions properly?    Yes/No 
   Does he make mistakes frequently?     Yes/No 
 A rating score from the checklist helps the manager in evaluation of the performance of the employee. The 
checklist method has a serious limitation. The rater may be biased in distinguishing the positive and negative 
questions. He may assign biased weights to the questions. Another limitation could be that this method is 
expensive and time consuming. Finally, it becomes difficult for the manager to assemble, analyze and weigh a 
number of statements about the employee's characteristics, contributions and behaviors. In spite of these 
limitations, the checklist method is most frequently used in the employee's performance evaluation.  
 
(e) Graphic Rating Scale: 
 Perhaps the most commonly used method of performance evaluation is the graphic rating scale. Of course, 
it is also one of the oldest methods of evaluation in use. Under this method, a printed  form, is used to evaluate 
the performance of an employee. A variety of traits may be used in these types of rating devices, the most 
common being the quantity and quality of work. The rating scales can also be adapted by including traits that 
the company considers important for effectiveness on the job.   
 From the graphic rating scales, excerpts can be obtained about the performance standards of employees. For 
instance, if the employee has serious gaps in technical-professional knowledge (knows only rudimentary phases 
of job); lacks the knowledge to bring about an increase in productivity; is reluctant to make decisions on his own 
(on even when he makes decisions they are unreliable and substandard); declines to accept responsibility; fails 
to plan ahead effectively; wastes and misuses resources; etc., then it can safely be inferred that the standards of 
the performance of the employee are dismal and disappointing. 
 The rating scale is the most common method of evaluation of an employee's performance today. One 
positive point in favor of the rating scale is that it is easy to understand, easy to use and permits a statistical 
tabulation of scores of employees. When ratings are objective in nature they can be effectively used as 
evaluators. The graphic rating scale may however suffer from a long standing disadvantage, i.e., it may be 
arbitrary and the rating may be subjective. Another pitfall is that each characteristic is equally important in 
evaluation of the employee's performance and so on.  
 
Behaviorally Anchored Rating Scales:  
 Also known as the behavioral expectations scale, this method represents the latest innovation in 
performance appraisal. It is a combination of the rating scale and critical incident techniques of employee 
performance evaluation. The critical incidents serve as anchor statements on a scale and the rating form usually 
contains six to eight specifically defined performance dimensions.  
 
How to Construct BARS (Behaviorally Anchored Rating Scales)?  
 Developing a BARS follows a general format which combines techniques employed in the critical incident 
method and weighted checklist ratings scales. Emphasis is pinpointed on pooling the thinking of people who 
will use the scales as both evaluators and evaluees.  
 
Step 1: Collect Critical Incidents:  
 People with knowledge of the job to be probed, such as job holders and supervisors, describe specific 
examples of effective and ineffective behavior related to job performance. 
 
Step 2: Identify Performance Dimensions:  
 People assigned the task of developing the instrument cluster the incidents into a small set of key 
performance dimensions. Generally between five and ten dimensions account for most of the performance. 
Examples of performance dimensions include technical competence, relationships with customers, handling of 
paper work and meeting day-to-day deadlines. While developing varying levels of performance for each 
dimension (anchors), specific examples of behavior should be used, which could later be scaled in terms of 
good, average or below average performance. 
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Step 3: Reclassification of Incidents: 
 Another group of participants who are knowledgeable about the job is instructed to retranslate or reclassify 
the critical incidents generated (in Step II) previously. They are given the definition of job dimension and told to 
assign each critical incident to the dimension that it best describes. At this stage, incidents for which there is not 
75 per cent agreement are discarded as being too subjective. 
 
Step 4: Assigning Scale Values to the Incidents:  
 Each incident is then rated on a one-to-seven or one-to-nine scale with respect of how well it represents 
performance on the appropriate dimension. A rating of one represents ineffective performance; the top scale 
value indicates very effective performance. The second group of participants usually assigns the scale values. 
Means and standard deviations are then calculated for the scale values assigned to each incident. Typically 
incidents that have standard deviations of 1.50 or less (on a 7-point scale) are retained. 
 
Step 5: Producing the Final Instrument:  
 About six or seven incidents for each performance dimension – all having met both the retranslating and 
standard deviation criteria – will be used as behavioral anchors. The final BARS instrument consists of a series 
of vertical scales (one for each dimension) anchored (or measured) by the final incidents. Each incident is 
positioned on the scale according to its mean value. 
 Because the above process typically requires considerable employee participation, its acceptance by both 
supervisors and their subordinates may be greater. Proponents of BARS also claim that such a system 
differentiates among behavior, performance and results and consequently is able to provide a basis for setting 
developmental goals for the employee. Because it is job-specific and identifies observable and measurable 
behavior, it is a more reliable and valid method for performance appraisal.  
 Researchers, after surveying several studies on BARS, concluded that “despite the intuitive appeal of 
BARS, findings from research have not been encouraging”. It has not proved to be superior to other methods in 
overcoming rater errors or in achieving psychometric soundness. A specific deficiency is that the behaviors used 
are activity oriented rather than results oriented. This creates a potential problem for supervisors doing the 
evaluation, who may be forced to deal with employees who are performing the activity but not accomplishing 
the desired goals.  
 Further, it is time consuming and expensive to create BARS. They also demand several appraisal forms to 
accommodate different types of jobs in an organization. In a college, lecturers, office clerks, library staff, 
technical staff and gardening staff all have different jobs; separate BARS forms would need to be developed for 
each. In view of the lack of compelling evidence demonstrating the superiority of BARS over traditional 
techniques such as graphic rating scales.  
 
(f) Forced Choice Method: 
 This method was developed to eliminate bias and the preponderance of high ratings that might occur in 
some organizations. The primary purpose of the forced choice method is to correct the tendency of a rater to 
give consistently high or low ratings to all the employees. This method makes use of several sets of pair phrases, 
two of which may be positive and two negative and the rater is asked to indicate which of the four phrases is the 
most and least descriptive of a particular worker. Actually, the statement items are grounded in such a way that 
the rater cannot easily judge which statements apply to the most effective employee. 
 The favorable qualities earn a plus credit and the unfavorable ones earn the reverse. The worker gets over 
plus when the positive factors override the negative ones or when one of the negative phrases is checked as 
being insignificantly rated. 
 They overall objectivity is increased by using this method in evaluation of employee's performance, 
because the rater does not know how high or low he is evaluating the individual as he has no access to the 
scoring key. This method, however, has a strong limitation. In the preparation of sets of phrases trained 
technicians are needed and as such the method becomes very expensive. Further, managers may feel frustrated 
rating the employees ‘in the dark'. Finally, the results of the forced choice method may not be useful for training 
employees because the rater himself does not know how he is evaluating the worker. In spite of these 
limitations, the forced choice techniques is quite popular. 
 
(g) Management by Objectives (MBO):  
 MBO represents a modern method of evaluating the performance of personnel. MBO is a form of results-
oriented appraisal. It is commonly used for supervisors, but may be used for other employees as well. It requires 
that both the supervisor and the subordinate agree upon specific objectives in the form of measurable results. 
The objectives are the standards of performance. MBO is intended to motivate stronger performance on the part 
of managers and employees. It is assumed that if employees meet their goals, supervisors will meet their goals, 
and organizations will then meet their goals.  
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MBO has the following components: 
 (1) Major objectives to be accomplished within specified dates, 
 (2) Action plans and milestones for accomplishing the objectives, 
 (3) Periodic meetings with the manager and employee to review progress and make corrections if necessary, 
and 
 (4) An assessment of employee performance at the end of the MBO cycle. 
 
 An advantage of MBO is that it is a participative approach in which employees have input in setting their 
own objectives, as well as being involved in decisions that affect the objectives of the organization. MBO has 
been criticized as being based on numerical quotas rather than continuous improvement process, and that it 
focuses on the performance of individuals at the expense of teamwork. It is also very time consuming, requiring 
a considerable amount of administrative work. 
 MBO emphasizes participant set goals that are tangible, verifiable and measurable. 
 MBO focuses attention on what must be accomplished (goals) rather than how it is to be accomplished 
(methods). 
 MBO, by concentrating on key result areas translates the abstract philosophy of management into concrete 
phraseology. The technique can be put to general use (non-specialist technique). Further it is “a dynamic system 
which seeks to integrate the company's need to clarify and achieve its profit and growth targets with the 
manager's need to contribute and develop himself”. 
 MBO is a systematic and rational technique that allows management to attain maximum results from 
available resources by focusing on achievable goals. It allows the subordinate plenty of room to make creative 
decisions on his own.  
 
(h) Group Appraisal: 
 In this method, an employee is appraised by a group of appraisers. This group consists of the immediate 
supervisor of the employee, other supervisors who have close contact with the employee's work, manager or 
head of the department and consultants. The head of the department or manager may be the Chairman of the 
group and the immediate supervisor may act as the Coordinator for the group activities. 
 This group uses any one of multiple techniques discussed earlier. The immediate supervisor enlightens 
other members about the job characteristics, demands, standards or performance, etc. Then the group appraises 
the performance of the employee, compares the actual performance with standards, finds out the deviations, 
discusses the reasons therefor, suggests ways for improvement of performance, prepares an action plan, studies 
the need for change in the job analysis and standards and recommends changes, if necessary. This method 
eliminates ‘personal bias' to a large extent, as performance is evaluated by multiple rates. But it is a very time 
consuming process. 
 
(i) Ranking Method: 
 This is a relatively easy method of performance evaluation. Under this method, the ranking of an employee 
in a work group is done against that of another employee. The relative position of each employee is tested in 
terms of his numerical rank. It may also be done by ranking a person on his job performance against another 
member of the competitive group. The quintessence of this method is that employees are ranked according to 
their levels of performance. While using this method, the evaluator is asked to rate employees from highest to 
lowest on some overall criterion. Though it is relatively easier to rank the best and the worst employees, it is 
very difficult to rank the average employees. Generally, evaluators pick the top and bottom employees first and 
then select the next highest and next lowest and move towards the average (middle) employees. The 
longstanding limitations of this method are:  
 The ‘whole man' is compared with another ‘whole man' in this method. In practice, it is very difficult to 
compare individuals possessing varied behavioral traits. 
 This method speaks only of the position where an employee stands in his group. It does not tell anything 
about how much better or how much worse an employee is when compared to another employee. 
 When a large number of employees are working, ranking of individuals becomes a tosticating issue. 
 There is no systematic procedure for ranking individuals in the organization. The ranking system does not 
eliminate the possibility of snap judgments. 
 In order to overcome the above limitations a paired comparison technique has been advanced by 
organizational scholars.  
 
(j) Paired Comparison Method: 
  Ranking becomes more reliable and easier under the paired comparison method. Each worker is compared 
with all other employees in the group; for every trait the worker is compared with all other employees. For 
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instance, when there are five employees to be compared, then A's performance is compared with that of B's and 
decision is arrived at as to whose is the better or worse. 
 Next, B is also compared with all others. Since A is already compared with B, this time B is to be compared 
with only C, D and E. By this method when there are five employees, fifteen decisions are made (comparisons). 
The number of decisions to be made can be determined with the help of the formulae n (n-2).  
 For several individual traits, paired comparisons are made, tabulated and then rank is assigned to each 
worker. Though this method seems to be logical, it is not applicable when a group is large. When the group 
becomes too large, the number of comparisons to be made may become frighteningly excessive. For instance, 
when n=100, comparisons to be made are 100 (100-2) = 100 (98) = 9800.  
 
(k) Forced Distribution Method: 
 Under this system, the rater is asked to appraise the employee according to a predetermined distribution 
scale. The rater's bias is sought to be eliminated here because workers are not placed at a higher or lower end of 
the scale. Normally, the two criteria used here for rating are the job performance and promotability.  
 Further, a five point performance scale is used without any mention of descriptive statements. Workers are 
placed between the two extremes of ‘good' and ‘bad' performances. For instance, the workers of outstanding 
merit may be placed at the top 10% of the scale. The rest may be placed as – 20% -good, 40% -outstanding, 
20% -fair and 10% -fair. To be specific, the forced distribution method assumes that all top grade workers 
should go to the highest 10% grade; 20% employees should go to the next highest grade and so on. Job 
performance as the criterion apart, another equally important factor in this method is promotability. 
 Employees may be classified according to their promotional merits. The scale for this purpose may consist 
of three points – namely, quite likely promotional material, may/may not be promotional material and quite 
unlikely promotional material. One strong positive point in favor of the forced distribution method is that by 
forcing the distribution according to predetermined percentages, the problem of making use of different raters 
with different scales is avoided. Further, this method is appreciated on the ground that it tends to eliminate rater 
bias. The limitation of using this method in salary administration however, is that it may result in low morale, 
low productivity and high absenteeism. Employees who feel that they are productive, but find themselves placed 
in a lower grade (than expected) feel frustrated and exhibit, over a period of time, reluctance to work. 
 
(m) Field Review Method: 
 Where subjective performance measures are used, there is scope for rater's biases influencing the evaluation 
process. To avoid this, some employees use the field review method. In this method a trained, skilled 
representative of the HR department goes into the ‘field' and assists line supervisors with their ratings of their 
respective subordinates. The HR specialist requests from the immediate supervisor specific information about 
the employees performance. Based on this information, the expert prepares a report which is sent to the 
supervisor for review, changes, approval and discussion with the employee who is being rated. The ratings are 
done on standardized forms. Since an expert is handling the appraisal process, in consultation with the 
supervisor, the ratings are more reliable. However, the use of HR experts makes this approach costly and 
impractical for many organizations. 
  
(l) 360-Degree Feedback:  
 360 degree feedback is also known as multi-rater feedback or multi-dimensional feedback or multi-source 
feedback. It is a very good means of improving an individual’s effectiveness (as a leader and as a manager). It is 
a system by which an individual gets a comprehensive/collective feedback from his superiors, subordinates, 
peers/co-workers, customers and various other members with whom he interacts. The feedback form is in a 
questionnaire format, which contains questions that are significant to both individual as well as organization 
from performance aspect. It is filled by anonymous people. The number of people from whom feedback is taken 
can range from 6 - 20. The individual’s own feedback is also taken, i.e., he self-rates himself and then his rating 
is compared with other individuals ratings. 
 Self-ratings compel the individual to sit down and think about his own strengths and weaknesses. The 
primary aim of a 360 degree feedback is to assist an individual to identify his strengths and build upon them, to 
recognize priority fields of improvement, to encourage communication and people’s participation at all levels in 
an organization, to examine the acceptance of any change by the employees in an organization and to promote 
self-development in an individual. It must be noted that the assessment of individual by other people is 
subjective. A 360-degree feedback is challenging, promoting and analytical. It should not be regarded as 
ultimate and concluding. It is a beginning point. Self-assessment is an ongoing process.  
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(q) Performance Tests:   
 Employee performance testing, including a skills assessment and cognitive abilities test, helps human 
resource managers evaluate candidates and employees quickly and consistently. 
 Reduce the risk of a bad hire. 
 Build consistency and efficiency into your employee performance processes. 
 Evaluate employee performance. 
Identify training needs.  
 
8. Performance Evaluation Effect on the Productivity of Human Resources: 
 In a highly competitive era of globalization, human resources have an important role in achieving 
organizational efficiency and effectiveness by managing the physical, financial and human resources in the most 
effective and efficient way. To do this, the organizations have developed a variety of complex processes and 
procedures. Among others, the most important dimensions of managing human resources are the assessment of 
performance (also known as performance evaluation, performance appraisal, performance management, reviews 
or ratings) and the implementation of a good salary system. At the same time, employees need feedback about 
their performance and guidance for their future behavior. (Arik Prasetya et al., 2010) 
 In the human resources management, performance appraisal systems have a vital role. The performance 
evaluation is an important mechanism for controlling the organization, where employees can view their 
performance in the immediate past and take concrete actions for improvement. Performance evaluation is 
affecting the productivity of human resources in   different ways. Performance appraisals provide important 
information for the management of human resources to create fair and correct decisions regarding promotions, 
transfers, compensation, incentives and training programs and career management. Special companies typically 
require different performance appraisal system tailored to the needs of the functions and processes (Chen et al., 
2007).  
 Although organizational factors contribute to the human resource productivity, probably the most important 
and influential factor is job performance. Job performance is typically viewed as partially determined by the 
motivation to work hard and, therefore, increases in motivation should result in greater effort and higher 
performance (Mitchell, 1982). Furthermore, Mitchell stated that before any motivation system is installed, one 
must be sure: (a) that there is a good performance appraisal system available, (b) that motivation is important 
contributor to performance, and (c) that where motivation clearly is not the major contributor to performance, a 
separate measure of motivation or of behaviors clearly caused by motivation is developed.   
 Motivation is one of the important factors affecting employee productivity. There are various concepts or 
theories of motivation that can be used as reference by the managers to learn and understand the various 
motivations that are owned by their employees within the organization. All considered, that between the 
motivation and productivity can be said to be a causal relationship, which is one of the impacts on the other side 
will make an impact on others. (Arik Prasetya et al, 2010) 
 The follow conceptual model is obtained from Arik Prasetya et al research, that shows the company 
productivity has relationships with performance of employees, and employees performance linked with 
motivation  and employees performance.  (the follow chart taken from (Arik Prasetya et al, 2010)): 
 

 
 
Fig. 6: Linkage among performance appraisal system and Employee Performance. 
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 Assessment of performance is related to the motivation of employees. Especially the provision of feedback 
to enable employees to learn how the employee worked; setting specific goals about what employees should do; 
team-building to enable employees to participate with friends and their managers in solving problems that 
hinder their productivity, and monetary incentives that reward good performance (Latham et al., 1994). 
 Work motivation can generate enthusiasm and drive to work. Motivation can come from both internal and 
external sides. Externally, it can be obtained from the organization. In this regards, managers have duty to create 
a work environment that conducive to developing motivation. Employees’ productivity depends on the amount 
of time an individual is physically present at a job and also the degree to which he or she is “mentally present” 
or efficiently functioning while present at a job(Arik Prasetya et al, 2010) . Motivation is considered as the main 
determinant for increased productivity / performance (Gibson et al., 1996).  
 An employee's productivity depends on employee motivation to work. In the competitive globalization era, 
every organization should improve its employees’ productivity. It is expected that by the higher productivity 
competitiveness, the organization will be more profitable and has better performance. It is important to 
understand how the performance appraisal system will increase employees’ productivity. Silberman (2003) 
noted that “an effective performance management program can increase productivity and morale in your 
organization and help you retain valued high-performers”.  
 Meanwhile, according to Bruce (2002), the way to increase employees’ motivation and productivity is by 
ensuring everyone to have a common understanding of what high performance is and by ensuring that 
employees know what is expected from them. Furthermore, she suggested that managers should recognize that 
they have influence to the employees and should use this influence to convince them that motivation has 
positive relation with performance.  
 To improve employees’ productivity, the company should implement a good performance appraisal and 
salary systems to enhance employees’ motivation. This is consistent with the goal of formulating the theory that 
productivity is a function of motivation: P = f (M). While according to the expectancy theory of productivity is a 
multiplication of motivation with the ability: P = M x A (Suprihanto, 1986). Productivity represent 
multiplication function from effort of employees, supported by high motivation, and ability of human resource 
through productivity practices which mounting, meaning good performance, will become feedback to 
continuing organization activity (Klingner et al., 1998).( the follow chart taken from (Cascio, 1992 )) : 
 

 
 
Fig. 7: The relationship between Productivity and Motivation. 
 
 Individual performance appraisal is very beneficial for the growth dynamics of the organization as a whole. 
Through an assessment can be known about how the actual conditions of employee performance can be known. 
According to Bernardin and Russell (1993) performance evaluation is "A way of measuring the contribution of 
individuals to on their organization." The performance evaluation is a way of measuring the contribution of 
individuals (employees) to the organizations where they work.  
 According to Cascio (1992) "performance evaluation is a systematic description or a description of the 
relevant strengths and weaknesses of a person or a group." Furthermore,  regarding definition of performance 
appraisal Grote (2002) stated that “Performance appraisal is a formal management system that provides for the 
evaluation of the quality of an individual’s performance in an organization”. Performance appraisal is “the 
process of evaluating how well employees perform their jobs when compared to a set of standards, and then 
communicating that information to those employees “(Mathis and Jackson, 2000). 
 Many scholars argue that Performance Appraisal System is implemented for several purposes (See, 
McGregor (1957), Klatt et al (1978), Meyer et.al (1965), Haslam et.al. (1993), Wilson and Western (2000), 
Kamal (2001), Grote (2002), Montague (2007), Morgenson et al. (2009)). Klatt et al (1978) report on a study 
conducted by Schuster and Kindall (1974) in which the performance appraisal practices of Fortune’s 500 
corporations are described. Of the 403 corporations surveyed, 316 (78%) reported the use of some type of 
formal performance appraisal system. Further, they report the performance evaluations were used for a variety 
of purposes, as showed below (the follow chart taken from (Klatt et al, 1978)) : 
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No. Uses of Appraisal Responses 
Number Percentage

1. 
2.  
3.  
4.  
5.  
6.  
7.  
8.  

  Merit increases or bonuses   
  Counseling employees     
  Planning training or development for employees    
  Considering the promotion of employees   
  Considering the retention or discharge of employees   
  Motivating employees to achieve higher levels of performance   
  Improving company planning   
  Other   
 Total company reporting 

238 
278 
270 
266 
184 
269 
178 
28 
316 

75,3% 
88,0% 
85,4% 
84,2% 
58,2% 
85,1% 
56,3% 
8,9% 

 
Fig. 8: The purposes of appraisal system. 
 
 In a study that conducted by Bohlooli (2012), relationship between performance evaluation and HR 
productivity  in the Iran Tractor manufacturing company (ITMCO) has been studied. He used  Hersi and 
Goldsmith's model that is contain: 1- ability 2- clarity 3-help 4-inentive 5-evaluation 6- validity 7-environment. 
Description of this model is: method is application and from the method attitude is P= F(A.C.H.I.E.V.E)  
P: Productivity 
A: Ability  
C: Clarity  
H: Help  
I: Incentive 
E: Evaluation  
V: Validity  
E: Environment  
 
The research hypothesis is as follows:  
1) Worker's ability is effective on the gradation of human resource productivity.  
2) Job's clarity is effective on the gradation of human resource productivity.  
3) Organization help is effective on the gradation of human resource productivity.  
4) Worker's incentive is effective on the gradation of human resource productivity.  
5) Worker's performance evaluation is effective on the gradation of human resource productivity.  
6) Rules validity is effective on the gradation of human resource productivity. 
7) Environment is effective on the gradation of human resource productivity. 
  
Hypothesis 5:  
 The measure of Spearman correlation coefficient (r = 0.744) and significant level sig=0.000 s shows that 
with 95% confidence there is a significant relation between worker's performance evaluation and productivity. 
(the follow chart taken from (Bohlooli, 2012)) : 
 

Correlation 
                                                                                                                   Evaluation                       Productivity 
Spearmans rho            Evaluation                         Correlation                         1.000                                  .744*                                               
                                                                         Sig. (1-tailed)                                                                      .000     
N                                     300                                      300                                                                                                                                  
                                 Productivity                        Correlation                       .744*                                      1.000                                          
                                                                          Sig. (1-tailed)                     .000 
                                                                                N                                   300                                        3000                  

*Correlation is significant at the .01 level (1-tailed). 
 
 Based on the obtained results from Bohlooli research, as you can see in the table above, the measure of 
Spearman correlation coefficient (r = 0.744) and significant level sig=0.000 shows that with 95% confidence 
there is a significant relation between worker's performance evaluation and productivity. 
 Using the mentioned information, we can state that improving employees’ performance was rated the 
highest criterion of a quality-driven HR performance evaluation and the main purpose of HR performance 
evaluation should be to help the employees improve their performance. However, it is becoming a commonplace 
statement, as Ghorpade et al.’s (1995) research indicates, regardless of the organizational contexts, an inevitable 
purpose of a performance management system is to arrive at some judgement about the worth of the individual’s 
contribution to the organization over a period of time. 
 In a far ranging study by Randell (1994, p. 222), it has been often regarded as ‘a tool for managerial 
control’, as Townley (1991, p. 92) puts it, ‘contributing to an overall approach to the handling of labour 
relations’. Carroll and Schneier (1982) follow a very similar line, arguing that many of the components of 
performance evaluation as a process of identifying, observing, measuring, and developing human performance 
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in organizations are neglected or done poorly. Discussion of each point can be found in the book Performance 
Appraisal: State of the Art in Practice, edited by Smither in 1998. In chapter four of the book, Cardy (1998, p. 
140) analyses the performance  evaluation process in quality management context and points out that 
‘development is often neglected and left up to the motivation and skills of individual raters’. Further, he cannot 
agree more with Randell (1994) that administrative purposes are often the primary reasons for conducting an 
appraisal. In a continuous improvement context, however, a consideration of future potential, opportunities and 
development needs, as a means of improving employee performance is an essential part of the performance 
management system.  
 In general we can state that Performance appraisals are essential for the effective management and 
evaluation of staff. Appraisals help to develop individuals, increase  individuals productivity and improve 
organizational performance. Conducting performance appraisals on a regular basis helps it to become an 
ongoing part of everyday practice and helps employees to take the responsibility of their work and boosts their 
professional development. Various studies in the field of human resources have already proved that performance 
appraisal process can affect the individual performance, thus having an impact on the employees' productivity. 
 
Conclusion: 
 It is concluded that research by effective performance management system is a key tool of communication 
& motivation within the organization. There should be the strong support from management for carrying out fair 
and transparent performance appraisal system. The frame work for Performance Appraisal system has its core 
elements as improving individual performance in accordance with organizations performance keeping in mind 
employee’s personnel goal. As employees are valuable assets for every organization –by taking an overview on 
performance Appraisal system and its profitability to corporate in certain cases the employees may be motivated 
and on other hand employees are demotivated. But the end result is that unless and until we all are not working 
as a team organization cannot achieve its productivity, quality and profitability .So the performance Appraisal 
system should be taken in a positive way.  Organizational capabilities will be built by identifying Key result 
areas of every individual. The best performer gives the quality work, where effective performance appraisal has 
a positive effect on HR performance & productivity. 
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