
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  INTRODUCTION 

Managers usually carry out performance appraisal on their subordinates. 
However, many managers might not be able to answer if they are asked whether 
they are satisfied with the existing evaluation system. This is because they do not 
know whether the way they are handling the performance appraisal is right. 
 

The task of evaluating a worker is not easy. The performance appraisal process is 
not only important to the organisation but also to the employees. An employee 
would like to know his situation in the eyes of the employer particularly in 
relation to his job. At the same time, the organisation must know whether an 
employee has achieved the objectives it set. 
 

Since performance appraisal is one of the important functions of human resource 
development, students have to understand the concept of performance appraisal 
and how it differs from performance management. Besides that, students will be 
exposed to the objectives, use and implications of a performance appraisal. The 
discussion will end with plans for having a performance appraisal by identifying 
the causes of the failure of a performance appraisal as well as the criteria for a 
successful performance appraisal. 

LEARNING OUTCOMES 
By the end of this topic, you should be able to:

1. Differentiate between performance management and performance 
appraisal; 

2. Explain the purposes and implications of performance appraisal; 

3. Discuss the causes of the failure of a performance appraisal; and 

4. Describe the criteria of a successful performance appraisal system at 
the workplace. 
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UNDERSTANDING PERFORMANCE 
APPRAISAL AND MANAGEMENT 

According to Kossek and Block (2000), a performance appraisal is defined as: 
 

 
 

Performance appraisal can be implemented formally and informally. For some 
organisations, especially small ones, informal performance appraisal is more 
popular, as feedback and guidance can be given every day. Although the size of 
the organisation is the key factor in determining whether to implement the 
evaluation formally or informally, other factors should also be considered. This 
includes the objectives and purpose of having a performance appraisal. 
 

If the organisation has limited opportunities for career advancement, or if an 
organisation operates in an environment where it is difficult to predict its future, 
an informal performance appraisal is better. This is because the outcome of a 
formal performance appraisal probably cannot be used and the expectations of 
the employees cannot be fulfilled. Table 5.1 sums up the advantages and 
disadvantages of a formal and informal performance appraisal. 
 

Kossek and Block (2000) look at the management of a performance appraisal as 
follows: 

 

 

 
 

... a process of developing the standard criteria for performance in writing, 
and conveying to the employees from time to time the level of their job 
performance based on the standards set. 

5.1 

Performance appraisal is the whole process stated in the above definition of a 
performance appraisal which will be headed by the manager. It  ensures that 
an employee is able to implement his job in a more effective manner. This 
includes spelling out the responsibilities, defining the expectations, preparing 
the resources needed, giving regular feedback, and using the information 
obtained for making decisions, as well as for solving the problems of the 
employees and the organisation accurately. It also gives the particular 
employee regular feedback of his work performance (Kossek and Block, 2000). 

ACTIVITY 5.1 

Based on your understanding, try to give the meaning of performance 
appraisal. Compare your answer with your classmates in the myVLE 
forum. 
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Table 5.1 shows the advantages and disadvantages of formal and informal 
performance appraisal. 

Table 5.1: Advantages and Disadvantages of Formal and Informal 

Performance Appraisal 
 

 Formal Performance Appraisal 
Informal Performance 

Appraisal 

 

Advantages 

  Gives the picture that the 
evaluation carried out is fair and 
objective. 

  Able to prepare comprehensive 
and accurate information of an 
employeeÊs performance. 

  Less biased if developed and 
implemented well. 

  Commonly-used method and is 
holistic in character. 

  Able to prepare systematic and 
comprehensive comments. 

  Able to help managers who are 
less competent and 
inexperienced. 

  Prepares better information. 

  Suitable for big and complex 
organisations. 

  One way of controlling the 
activities of the organisation. 

  More friendly because the 
evaluation is given 
personally. 

  Immediately ! evaluation 
and feedback given 
simultaneously. 

  Flexible ! does not have to 
follow guidelines and 
procedures. 

  In a small organisation, it is 
easy to maintain 
communication with all 
employees. 

Disadvantages 

  Too taxing, for example 
evaluation forms that are difficult 
to understand and too long. 

  Too formal and bureaucratic. 

  Can be misused. 

  Difficult to modify evaluation 
forms that are found ineffective 

  Too subjective and can lead 
to bias 

  Depends too much on one 
assessor. 

  No checks to ensure its 
objectiveness and truthfulness. 

  Assessors may forget 
important matters because 
records are not kept. 

 

ACTIVITY 5.2 

Why do you think an organisation implements performance appraisal? 
If an organisation does not have performance appraisal, what are the 
implications it has to face? 
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Usually, an effective performance management will measure an employeeÊs 
performance. Effective performance management: 
 
(a) Defines a job by relating work performance to the employerÊs objectives, 

values and clientsÊ expectations 
 The performance management process begins by ensuring that every 

employeeÊs activity is parallel and systematic in realising the objectives of 
the organisation. An effective performance management needs a systematic 
and well organised structure so that all the efforts of the employees and the 
team are geared towards realising the objectives. It will be a waste if an 
employee does his work well but it does not do the organisation any good. 
In this context, using the job and the job description analysis can help cut 
down the activities that need to be done by the employees. 

 
(b) Defines expectations by visualising a good work performance 
 Maybe the task of defining expectations can be considered as a key 

component in the performance management cycle. When asked why they 
do not do their jobs as expected, many employees have this answer, „We do 
not know what we are supposed to do.‰ To define expectations, these steps 
should be followed: 

(i) Review the objectives of the organisation and the expectations on the 
employeesÊ performance; 

(ii) Identify the objectives, responsibilities and projects; 

(iii) Explain measurement and standards of performance; 

(iv) Identify performance factors; and 

(v) Develop monitoring plans. 
 
(c) Reviews the evaluation regularly 
 Besides defining the expectations, the performance management cycle also 

has other components like scheduling the review of the evaluation 
regularly, discussions with the employees and rating the employeesÊ 
performance when needed. Planning and defining the organisationsÊ 
objectives is done in a fixed cycle, usually once a year. Since the objectives 
have a fixed target, it is important to review the employeesÊ performance to 
make sure they achieve the goal that has been set. So it is not surprising if a 
formal evaluation performance is done every six months or annually. 
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(d) Uses the information from the performance management in decision 
making, identifying and solving problems and developing the employees 
and organisation 

 In general, employers use the outcome of the performance appraisal for 
purposes related to decision-making for its human resource. Among them 
are increments based on merit, promotions and termination. Besides that, 
the outcome of the performance appraisal is also used to identify the 
existing problems related to the employees as well as to the organisation. 
Usually, training, guidance and counselling will be given to improve the 
employeesÊ skills and motivational rate. Then the outcome of the evaluation 
is used in the self-development of the employee. Employees who will be 
holding high positions, will be given the training and skills needed. 

 
The performance appraisal process is summed up in Figure 5.1. 

 

Figure 5.1: A performance management cycle 

Source: Kossek and Block (2000) 
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Another difference that can be seen between performance management and 
performance appraisal is that performance management is geared more towards 
a continuous process where questions which are future-oriented are asked e.g. 
„What can be done to help employees carry out their jobs more effectively?‰ On 
the other hand, performance appraisal follows a set schedule and focuses on 
questions like „Are the employees carrying out their jobs well?‰ In order to carry 
out an effective performance appraisal process, the employers should be able to 
answer these questions: „What do we want to achieve from this process?‰ and 
„What is our purpose of having a performance appraisal?‰ These questions will 
be answered and discussed in the following sections. 

 
AIMS, USE AND IMPLICATIONS OF A 
PERFORMANCE APPRAISAL 

The main application of a performance appraisal is as a channel to get an idea of 
an employeeÊs work performance and prepare the feedback for improvement 
purposes. But if we look at most writings, the outcome of a performance 
appraisal is mostly used for administrative and development purposes. 
 
Generally, in administrative management, the outcome of a performance 
management is mostly used in salary administration, promotions, retention-
termination and employee placement. Whereas in employee development 
management, the outcome of a performance appraisal helps the supervisor 
identify the weaknesses of the employees and the training needs which are 
suitable for them. 
 
The next discussion will give examples of the outcomes of performance 
appraisals that are used either for administrative or development purposes. 
Kossek and Block (2000) find that many organisations make use of the 
performance appraisal outcome for the following purposes: 
 
(a) Improve EmployeesÊ Performance 
 The main purpose of using the performance appraisal process for many 

employers is to help the employees to carry out their jobs more effectively 
and to achieve the objectives of the organisation. The traditional 
performance appraisal method has failed to realise this objective since it 
focuses more on past performances and not on current or future 
performances. The performance appraisal process which includes future-
oriented elements is able to give a clearer picture of what is expected of the 
employees and how the employer can give support to the efforts shown by 
the employees. 

 

5.2 
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(b) Develop Opportunities for Promotions 
 The traditional performance appraisal is unable to identify the employees 

who have the potential for promotions. Looking at past performances is not 
a guarantee that the employee is able to carry out his new responsibilities 
with a different set of skills. To hold the post of a supervisor, for example, 
an employee needs new skills like teamwork, communication skills, conflict 
resolution, planning and decision-making. The performance appraisal 
process can help in the development of an individual who will be given 
new tasks or a new post by enhancing the skills required through feedback, 
training and support. 

 

(c) Fulfil Needs of Employees Who Need Feedback 
 Many will agree if we say that the majority of employees have the desire to 

know about their job performances. Usually, employees prefer to receive 
positive feedback of their achievement and also suggestions for improving 
their job performance. It cannot be denied that employees as well as their 
supervisors do not like having face-to-face sessions when it comes to 
reviewing the employeeÊs performance. No matter what, employees still 
prefer feedback that is given from time to time as compared to annually. 

 

(d) Ensure Employees Work towards Achieving the Objectives of the 
Organisation 

 The performance management programme can help link the organisationÊs 
strategic planning process with the individualÊs efforts. The aims and 
objectives of the organisationÊs strategy will be wasted if the employee is 
not given responsibilities to achieve it. Besides that, employees too should 
realise the importance of implementing their given responsibilities and its 
effects on the organisation as well as themselves. 

 

(e) Prepare the Information Needed for Decision-making Related to Human 
Resources 

 The performance appraisal outcome is usually used in decision-making that 
involves human resource such as for recruitment and promotions, 
increments based on performance or merit and also in disciplinary matters 
like suspensions and terminations. 
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The purposes of a performance appraisal are summed up in Figure 5.2. 

 

Figure 5.2: Purposes of a performance appraisal 

 

Kossek and Block (2000) as well as Bohlander, Snell and Sherman (2004) also find 
that the performance appraisal outcome is used for the following purposes: 

(a) To provide opportunities for workers to discuss their performance with 
their supervisors on a regular basis; 

(b) As a means or way of making it easier for supervisors to identify their 
employeesÊ strengths and weaknesses; 

(c) To prepare a format to enable supervisors to propose a special programme 
to improve job performance; and 

(d) As a basis for salary revision or for promotions. 

 
After learning about the uses and purposes of performance appraisal, letÊs find 
out what are its implications for the organisation, appraiser and individual 
evaluated? According to Mohrmarn, Jr, Resnick West and Lawler lll (1989), a 
performance appraisal carried out in an organisation has positive or negative 
implications depending on how it is managed. These implications can be seen in 
Table 5.1. 
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Table 5.2: Positive and Negative Implications of a Performance Appraisal 

No. Positive Implications Negative Implications 

1. Individuals are more motivated to carry 
out their jobs effectively when their 
performance is evaluated. 

Individuals may resign as a result of 
the way they are treated in the 
organisation. 

2. An individualÊs self-confidence will 
increase. 

Wrong or false data can be made up. 

3. The individual responsible for carrying 
out the evaluation will learn something 
new from the employee being evaluated 
and vice-versa. 

Performance appraisals carried out 
may affect the confidence of the 
individual being evaluated. 

4. More valuable communication between 
the individuals involved can be obtained. 

Waste of time. 

 

5. The individual involved in the evaluation 
may understand more about himself and 
the activities desired by the organisation. 

The relationship between the 
individuals involved in the evaluation 
process will be affected. 

6. Rewards like wages and promotions can 
be distributed in a fair manner. 

EmployeesÊ level of confidence will 
decline especially if no rewards are 
given for performances which are 
considered unsatisfactory. 

7. The organisationÊs objectives are 
understood clearly and employees will be 
more ready to accept them. 

A waste of money especially in 
supporting activities like training. 

8. The information derived from the 
performance appraisal is able to help the 
organisation make plans for human 
resource and developing  training 
programmes. 

The organisation might have to face 
legal implications if the individual is 
not satisfied with the evaluation and 
makes a report in the court. 

Source: Mohrman, Jr, Resnick-West and Lawler lll (1989) 

In short, we can sum up that most performance appraisal outcomes are used for 
the administration and development of the employee. The performance appraisal 
managed can also bring about positive and negative implications, depending on 
how it is implemented. 
 

 

ACTIVITY 5.3 

Elaborate the aims and purpose of a performance appraisal. What are 
the implications of implementing a performance appraisal in an 
organisation? 
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PLANNING A PERFORMANCE APPRAISAL 
SYSTEM 

The task of evaluating a subordinate cannot be taken lightly. As we have discussed 
in the earlier part of this topic, the performance appraisal outcomes can have 
positive or negative effects and a lot depends on how it is implemented. Since it is 
a complicated process, many managers and supervisors do not like to implement 
it. Subordinates, on the other hand, often consider performance appraisal as a 
process of criticising and fault finding. Therefore, it is important that performance 
appraisal is managed in the best way possible and used to encourage employees to 
increase their job capabilities. 
 
In order to get a good performance appraisal system, managers should first 
know the overall objectives of the organisation so that these can be translated 
into the performance appraisal system which will be developed later. The 
following matters must be considered in planning a performance appraisal 
system: 

(a) Determine whether formal performance appraisal is needed in the 
organisation. Explain the objectives that need to be attained by the system 
that will be developed and list the characteristics of the organisation that 
will influence the system; 

(b) Get the views of employees on the performance appraisal that will be 
developed; 

(c) Determine who will manage the evaluation process; 

(d) Determine who are the employees who will be evaluated; 

(e) Make sure the support of the higher management is obtained; 

(f) Decide the kind of performance appraisal system that will be used; 

(g) Inform all employees about the performance appraisal system that will be 
used; 

(h) Develop performance appraisal standards for each employee; 

5.3 

ACTIVITY 5.4 

Discuss with a human resource officer the aims, use and implications 
of performance appraisal in your organisation. 
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(i) Make sure the administration of the system that will be developed is well 
managed, especially the drawing up the evaluation forms, the control of the 
system, instructions, training and so on; 

(j) Decide suitable training for supervisors and employees; 

(k) Carry out pilot tests on the performance appraisal system that has been 
selected to identify its weaknesses; and 

(l) Prepare guidelines and instructions for the appraiser. 
 

 

 

Besides that, managers should also know why a performance appraisal fails to 
achieve its expected objectives and identify the criteria of successful performance 
appraisal before developing any performance appraisal system in an 
organisation. The following sections will discuss these matters further. 

5.3.1 Factors for the Failure of Performance Appraisal 

A number of factors can lead to the failure of a performance appraisal. Among 
the main factors are lack of support from higher authorities, lack of job-related 
standards, errors by the appraiser, too many performance appraisal forms to be 
filled and use of performance appraisal for purposes contradictory to the original 
purposes for which it was developed. 
 
Bohlander, Snell and Sherman (2004) have outlined 10 reasons a performance 
appraisal can fail: 

(a) Managers lack information on the actual performance of the employees; 

(b) The standards set for evaluating an employee are not clear; 

(c) Managers do not carry out the evaluation seriously; 

(d) Managers are not ready to comment on employeesÊ performance; 

(e) Managers are not honest in their evaluation; 

(f) Managers are not competent in evaluating employees; 

(g) Employees do not get continuous feedback; 

(h) Rewards given for performance appraisal are insufficient; 

SELF-CHECK 5.1 

What are the factors that should be considered in planning a 
performance appraisal system? Explain. 
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(i) Discussions on employee development are not effective; and 

(j)  Managers use language which is obscure or not clear during the evaluation 
process. 

 

Besides the reasons stated above, there are other causes that can lead to the 
failure of a performance appraisal process, such as the following: 

(a) Managers feel it is a waste of time and energy implementing the process; 

(b) Managers do not like to confront employees face to face; 

(c) Managers are not competent in giving feedback concerning performance; 

(d) Supervisors are not keen to carry out evaluation; and 

(e) Managers face the conflict between the role of judging and the role of 
helping to develop employees. 

 
In order to overcome this problem, the individuals who conduct performance 
appraisal should be given sufficient training. The appraisers would then realise 
the importance of carrying out the evaluation accurately and fairly and its effects 
on the organisation.  
 
Besides training, managers should also make sure that the evaluation forms are 
effective and suitable for the organisationÊs use. Before an evaluation is carried 
out, the performance standards that will be evaluated should be translated 
clearly and conveyed to all the employees.  
 
All the standards that will be used should be related to the job as described in the 
job description and specifications. 
 

 

 
 
 
 

ACTIVITY 5.5 

In your opinion, why do some performance appraisals fail? Give 
suggestions to overcome this problem. 
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5.3.2 Criteria of a Successful Performance Appraisal 
 
As we already know, the basic purpose of a performance appraisal system is to 
improve the performance of an individual, a team as well as the whole 
organisation. Therefore, the system built must be able to help in making 
decisions concerning salary increments, relocation or termination of work. What 
is more important though, is that it must be legal. An evaluation that is done 
accurately can help plan an employeeÊs development. A good evaluation system 
is usually honest in informing an employee his position in the organisation. 
Although it is difficult to get a perfect performance appraisal system, every 
successful system has its own characteristics. In this section, we will have a look 
at a number of characteristics that a successful performance system should have, 
as outlined by Anthony, Perrewe and Kachmar (1996) and Mondy, Noe and 
Premeaux (2002). 
 
The characteristics are shown in Figure 5.3. 
 

 

Figure 5.3: Characteristics of a successful performance appraisal 
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(a) Clear Objectives 
A good performance appraisal need not be developed on obscure 
objectives. The objectives for an effective performance appraisal system 
must encompass all the levels and scope in the organisation and depict all 
its needs. At the same time, the user of the system must be informed of the 
purpose for using it, be it for development or promotion. The users should 
also know the kind of information that will be collected, how often it will be 
carried out and who has the right to obtain that information. 

 
(b) Certified by Management and Employees 

In order to get an effective performance appraisal system, support from 
various parties in the organisation should be obtained. This includes 
support from the management who will sponsor the training, meetings 
with employees, preparing evaluation forms and the time that needs to be 
set aside by the staff. Besides that, the employees can also gain by involving 
themselves in the process. Some organisations allow their employees to do 
self-assessment where the employee and the supervisor sit and discuss to 
find a way to develop the skills and the career of the employee. 

 
(c) Adaptable 

The organisation needs to develop an evaluation system that can be used 
and adapted in various situations or changes. As an example, a 
performance system that is highly adaptable can be used in a number of 
business philosophies and in different geographical and cultural areas. 
Only in certain situations, the organisation needs to prepare a few 
evaluation sets especially for the group of employees who are really 
different, or according to locations. 

 
(d) Predictable 

The time when the performance appraisal will be carried out and other 
feedback should be told to the employees earlier. This is to give the 
employees some space to prepare themselves. Some organisations will 
carry out performance appraisal annually or once in six months beginning 
from the date the employee joins the organisation. There are also some 
organisations that prepare two sets of performance appraisals, one for 
compensation and the other for development purposes. Regardless of the 
number of evaluations that will be carried out by the organisation, the 
employee has the right to know what will be evaluated and when it will be 
carried out. 

 
(e) Performance Dialogue 

The dialogue between the supervisor and the employee in discussing the 
evaluation that might be carried out may be a critical component in a 
successful performance appraisal system. Supervisors should not use the 
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tell-and-sell approach when reviewing the performance appraisal with the 
employee and at the same try to convince the employee to accept the 
evaluation done. This approach will worsen the relationship and will 
hinder communication between supervisor and employee. Therefore, it is 
more suitable if a dialogue is used. A dialogue actually gives space for the 
employee and the supervisor to sit down and have a discussion. Employees 
have the opportunity to give their opinions on the comments given by the 
supervisor and at the same time, supervisors can also explain the comments 
that he has made. This method can lessen the tension and the dissatisfaction 
of both parties. 

 
(f) Suitable Evaluation Forms 

Organisations should give serious attention to the evaluation forms used. 
Many organisations take the easy way out by taking any standard 
evaluation form without taking into account whether they are suitable or 
not. The failure to modify the available evaluation forms to achieve the 
organisationÊs objectives will influence the appraiser to carry out an 
evaluation based on issues that are irrelevant and unimportant. The 
important thing is that the evaluation forms must contain questions related 
to the employeeÊs scope of work and should be easily understood by them. 

 
(g) Continuous Checking System 

The validity of a performance appraisal system can be seen through a 
systematic evaluation. As we have discussed before this, a system which is 
not monitored will cause problems especially if the matter was not been 
detected before. Checking for mistakes should be done more regularly if it 
is found that there are mistakes in the particular system. 

 
(h) Job-related Criteria 

This criteria may be basic in carrying out evaluation on job performance. 
Matters that are subjective in nature like loyalty, co-operation and initiative 
may be considered important but they must be linked clearly to the 
employeesÊ jobs. If it cannot be proven that they have any link to their jobs, 
avoid using them. 

 
(i) Standard Evaluation Instruments 

Employees who are in the same job category and evaluated by the same 
supervisor need to use the same performance instruments. The evaluation 
carried out should be systematic and balanced, and done in the same 
evaluation period. Although there are more formal performance appraisals 
carried out every year, some organisations have succeeded in carrying out 
evaluations more often while stressing on feedback sessions and 
performance appraisal interviews. 
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(j) Trained Appraisers 
Generally, the responsibility of evaluating an employee is given to 
individuals who are monitoring a group of job holders. This task is usually 
given to a supervisor. However, in some organisations, some employees are 
placed formally under one supervisor but actually they are involved in 
carrying out projects under different project managers. In this context, it is 
difficult for the supervisor who has been assigned to the particular 
employee to carry out an overall evaluation due to lack of information of 
the performance shown. To overcome this problem, the 360 degrees 
approach is usually used. However, the shortcoming of this performance 
appraisal system is that not enough training is given to the appraiser. To 
get an effective performance appraisal system, all appraisers involved must 
be given continuous training to ensure the accuracy and uniformity of their 
evaluation. 
 

(k) Continuous Open Communication 
Some employees are keen to know their work performance. A good 
performance appraisal system usually provides continuous feedback. It is 
better to criticise at the time when the mistake is being done as compared to 
keeping the criticisms over a period of time. In this way, the employee will 
be able to correct his mistakes before a more formal evaluation is done. In 
managing a performance appraisal, more emphasis is put on daily 
communication and guidance as these are considered the most effective 
ways to improve an employeeÊs performance. 
 

 

 
 

 
 
  A performance appraisal can be defined as a process of developing the 

standards for a performance in writing, which is conveyed to employees 
where, from time to time, the employees will be told of their performance 
level based on the standards that have been developed.  

  Performance management encompasses all the processes stated above and is 
headed by the manager who will make sure the employees are able to carry 
out their jobs more effectively. 

  Generally, a number of performance appraisal outcomes are used for 
administrative and development purposes.  

SELF-CHECK 5.2 

What are the criteria of a successful performance evaluation? 
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  However, they are also used to improve employeesÊ job performances, 
develop job opportunities for promotions, fulfil the needs of employees who 
need feedback, ensure employees are on track in achieving the objectives of 
the organisation and prepare the information needed for decisions related to 
human resource.  

  Performance appraisal can bring about positive and negative implications, 
which hinges a lot on the way it is implemented. 

  Besides discussing the purpose, use and implications of a performance 
appraisal, a number of reasons for the failure of a performance appraisal are 
also discussed.  

  The discussion ends with a list of criteria for obtaining a successful 
performance appraisal system.  

 

 

Continuous open communication 

Job performance 

Job-related criteria 

Performance appraisal 

Performance dialogue 

Performance management 

 

 

Essay Questions 
 
1. Explain briefly the differences between the performance management and 

performance appraisal concepts. 

2. Give two advantages and two disadvantages of formal performance 
appraisal. 

3. List four implications of a performance appraisal should a manager fail to 
implement it effectively. 

4. List the things that should be considered when planning a performance 
appraisal system. 

5. List five criteria of a successful performance appraisal. 

6. State five reasons why a performance appraisal can fail to be implemented. 

7. Give three advantages and three disadvantages of having a formal 
performance appraisal. 


