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ABSTRACT 

HUMAN RESOURCE MANAGEMENT 

PERFORMANCE APPRAISAL 

GRADUATION PROJECT 

Human Resource Management is an approach to management of people in an 

organization. In our modern society , organizations are experiencing a rapid technological 

improvement , their effective management is the most important asset in an organization. 

Human Resource Management exist to serve employees and employers in their 

workforce.Organizations grow only through careful attention to the needs of employees 

and employers. 
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ITRODUCTION 

HL~N RESOURCE MANAGEMENT 

Hmnan Resource Management is basically the function of staffing and it refers to the 

· es and policies one need in order to carry out the "people "aspect of a management 

on. 

ttmnan Resource Management is an approach to the management of people based on the five 

s.UUW1l.Uental principles. These are planning, organizing, staffing, leading and controlling. 

t"Lannmg involves establishing the objectives and standards and deciding how to achieve 

Organizing , the establishment of the structure and design the chain of command. 

g, finding the best people for carrying the jobs of the organization to choose the correct 
\ 

le to get in the organization. Leading, guiding people to contribute to achievements of 

organizational objectives and finally controlling involves measuring the performance of the 

ganization as a whole. 

an Resource department must further its organization's competitive advantage through 

rnm,011 resource practices. An organization gains competitive advantage by using its people 

ively, Effective means producing the goods and services on the way its society's wants. 

I developed with the Industrial Revolution. Machinery, human power to the machinery 

e establishment of factories ( in which a large number of people were employed ) 

ed its development. 

erick Winslow Taylor ( 1890-1950 ) , was the father of scientific management theory. He 

opted in his studies carefully measurement and specifications of activities and results. 

1 



ks were standardized as much as possible. Workers were rewarded or punished. This 

preach appeared to work well for organizations with assembly lines and other mechanistic , 

utinized activities. 

After him Max Weber ( 1930-1950 ) , supported scientific management theory with his 

ureaucratic theory. It was focused on dividing organizations into hierarchies , establishing 

strong lines of authority and control. He suggested organizations develop comprehensive and 

etailed standard operating procedures for all routinized tasks. 

Eventually , unions and government regulations to dehumanizing effects of these theories. 

More attention was given to individuals and their unique capabilities in the organization. 

A. major belief included that the organization would success if its workers succeed as well. 

HRM department were added to the organizations. The behavioral sciences played a strong 

role in helping to understand the needs of the workers and the needs of the organizations to be 

match them with each other. 

Today , HRM face many challenges in dealing with people. The central challenge is to assist 

organization's in improving their effectiveness and efficiency in an ethical and socially 

·esponsible way. HRM department must be organized in a way to meet its objectives while 

serving the organization to meet this challenges. 

HRM need to satisfy societal, organizational , functional and personnel objectives. These 

1jectives are achieved through a variety of human resource activities such as : 

• Planning 

• Recruitment 

• Selection 

• Training & Development 

• Performance Appraisal 

• Compensation & Benefits 
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• Safety & Health 

• Employee Relation 

The common element in all organizations is people. The main task of any organization is to 

make its people better. If the employee's are up to date, organization's gains the achievement. 

Organizations who are carrying effective Human Resource Management are the most 

successful organizations. That is why , HRM is very important to the organizations. As two 

writers said : 

Critical to a corporation's growth and prosperity is gaining and retaining competitive 

advantage. Although corporations may pursue many paths to this end, one that is frequently 

not recognized is capitalizing on superior human resource management. Currently , many 

ompanies recognize the growing importance of their human resources , but few are 

onceptualizing them in strategic terms , in ways to gain a competitive advantage. As a result , 

many companies forego the opportunity to seize competitive advantage through human 

esource practice initiatives. 

is also very important for HRM department to be pro-active. HRM can not always wait for 

eedback before responding. Organization's may damage seriously if HRM is re-active. 

Effective and efficient human resources seek pro-active solutions , which means to take the 

essary actions , before problems arises. In short , a pro-active approach of HRM is very 

seful to organizations in the way of generate superior financial performance and enhance the 

.uctivity. 
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1.2 Performance Appraisal 

Performance appraisal is the process of evaluating and managing both the behaviour and 

outcomes in the workplace. It involves determining and communicating to employee how he 

or she is performing on the job and establishing plan of improvement. 

Performance appraisal can be defined as system of review and evaluation of an indivudual' s 

r team's job performance. It also provides discipline of managing employee performance on 

daily basis, as well as how to effectively appraise and assess performance by properly 

viewing past goals, establishing future goals, identifying development opportunities, and 

· pointing areas for improvement. For survival and success , it is important organization's 

remain competitive. Potential mechanism for this growth is the Performance Appraisal. 

Performance appraisal is a periodic evaluation of an employee's work performance conducted 

_.· the immediate supervisor. The use of a performance appraisal form is a total system. It is 

an end or a beginning; it is a continuous cycle. 

rvisors and managers need to evaluate performance in order to what actions to 

re.Detailed and specific feedback enables them to better guide employee performance and 

ed training. 

ific feedback also better enables members of management to make comparative 

gement about pay increases , promotions and other placement decisions. 

uman Resource department also use the information gathered through performance 

raisal.Pattems of good or bad evaluations give feedback about the success of recruitment , 

__ .ection , orientation , placement , training , and other activities. 
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Objective of the Study 

object of this study is to analyze Human Resource Management and to understand the 

sitive contribution. This function makes to organization perfect. 

reason to choose this study is to show, how performance appraisal affect the success of an 

u..~ation by giving the related information to the businesses such as on the performance 

vement , Compensation adjustments , Placement decisions , Training and development 

Carrier planning and development , Staffing process deficiencies , Informational 

uracies , Job design errors , Equal employment opportunity , External changes , 

ack to human resources. 
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11. OBJECTIVES OF PERFORMANCE APPRAISAL 

2.1 Evaluate Objectives 

Primary purposes of performance appraisal is looking to the past performance of 

employees.Evaluate objectives concern ; 

./ Compensation decisions 

./ Staffing decisions 

./ Evaluate selection system 

Compensation decicions includes employee bonuses and other increases in wage.staffing 

decisions concern on promotions and termination. 

Performance appraisal can be used to evaluate the recruitment , selection and placement 

system.The effectiveness of these functions can be measured by comparing employees. 

2.2 Developmental Objectives 

Developmental objectives are developing employee skills and motivation for future 

performance.Performance feedback is primary development need because all employees want 

to know how their supervisor feel about their performances. 

Developmental performance appraisal is focused on giving employee's direction for future 

performance.Feedback shows the strengths and the weaknesses of the employee's in past 

performance, so managers can determine what direction should be taken to improve 

employees performance. 
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There was no formal performance appraisal system until the mid of 1960's.The only method 

was to talk directly to other managers who knew person rather than to search out performance 

- related information from the Human Resource Management and it was not very 

effective. Therefore,Human Resouce Management has to develop a system that would be a 

measurement perspective but also provide a commom language for describing the 

performance of professional and managerial employees. 

Finally system has developed which has three basic components such as ; 

./ Focuses on tasks 

./ Performance and Review focuses on method 

./ Salary and Placement review focuses on administrative decision making 

This process is called Management by Objectives.MBO is widely acceptable by the managers 

, because it makes the performance review process, the feedback of performance results and 

less emotional and threatend which is difficult to them . 

The performance management system had to be accepted and used properly for to be 

effective.Managers attend a few day educational program to carry out the performance 

development and review system.MBO divided into two as performance development & 

review and salary view. Three separate interviews with a subordinate like lecture,discussion 

and experience based training techniques are used in programs. 
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AL ==ecnve appraisal system needs ; 

./ -n lY relevant 

./ - n rr sensitive 

./ ~ n liP reliable 

./ ~., t-r acceptable 

./ To be practical 

ReleYant refers the relation between the performance standards for a particular job and the 

organization's goals. In short,relevancy is the answer of " What makes difference between 

success and failure in an organization." 

Sensitivity refers the difference between effective and ineffective performance.If the best 

~ employees are rated same with the worst employees,appraisal system can not be use 
1- 
l 

effectively in the organization.Because it will not help employee development, it will also 

decrease the motivation of supervisor. 

Reliability refers to have an enough oppotunity to see what the employee has done and under 

which conditions he or she has done it.Because rater's may see the same employee's job 

performance very differently. 

Acceptability refers to define clearly the type and the level of job behaviour desired of 

employees.It is very important for a manager to know , what they want from an employee and 

to state that to employee by doing this. 

Practicality refers to make appraisal tools easy for managers and employees for to have 

better understanding and us 
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2.3 Who should evaluate the performance ? 

Performance apprasial requires a standard against that to compare employee performance to 

be fairly.Thus , the first step is effectively managing employee performance is to review 

existing standards and to develop new ones if needed. 

The identification of the job tasks and duties can be differ for employee and for the 

supervisor.To avoid that , performance should contain two basic information for the 

employee's and supervisor's benefit like" What is to be done and how well it is to be done." 

The most fundamental requirement for any rater is that he or she has an adequate oppotunity 

to observe the rater's job performance over a reasonable period of time.This suggest several 

raters such as ; 

../ Immediate supervisor 

../ Peers 

../ Subordinates 

../ Self-appraisal 

../ Clients served 

../ Computers 

Immediate supervisor : Appraisal is done mostly by this person because he or she is 

probably the most familiar person with the employee's job performance.In the most jobs he or 

she has the chance to abserve the performance. 
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Peers : Peers can provide a perspective on performance which is different from the immediate 

supervisor because is some jobs such as outside sales , law enforcement and teaching , 

immediate supervisor can not observe an employee's actual job performance very 

often.That's why peers is better to judge the performance. 

Subordinates : Subordinates know for an employee how she or he communicates from the 

first hand .Appraisal by subordinates is used in large organizations where the managers have 

many subordinates. 

Self-appraisal : Employees give marks for their own performance, since the employees tend 

to give higher marks for theirself than the supervisor , self-appraisals are not very 

developmental for the organization's. 

Client served : Consumers can provide a unique perspective on the job performance. 

Although the clients objectives can not be fit with the organization objective completely, the 

information clients provide can be useful for personel decision such as promotion , transfer 

and training. 

Computers : Computer software can also monitor employee performance.Different 

performance appraisal can be used by using less time.It is also relevant to appraisal is the 

attitudes who will be affected by the system.Computer's can provide a frequent performance 

as much as other appraisals. 
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Traditionally formal apprasial is done once in the year.The most frquently rating schedules 

are the semi-annual or the annual ones.New employee's are rated more often then the 

olders.But it is not wise to apply very frequently because performance appraisal need a 

performance period to have a relevant result plus , it will be just time and effort consuming. 

2.4 Past Oriented Appraisal Methods 

2.4.1 Rating Scales 

There is two forms can be given as Graphic Rating Scales and Non-Graphic Rating 

Scales.First one is the employee-rate on some standards or attribute of work.It is very popular 

with managers because they can be filled out quickly and require little training.Second one is 

usually more valid than a graphic scale because the former contains a brief description of each 

point on a scale rather than simply low and high points of scale.The rater give more accurate 

descriptions of employee's behaviour on a particular attribute because description clarifies 

each level of rating scale.In both graphic and non-graphic rating scales are quickly,easy and 

less difficult for supervisors to use. 

2.4.2 Checklist 

In the checklist method , the rater makes yes -no responses to a serious of questions 

concerning the employee's behaviour.Checklist can also weights assigned to each 

question.Checklist method is time-consuming to assemble the questions for each job category, 

separate listing of questions must be developed for each different job category and the 

checklist questions can have different meanings to different raters. 
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2.4.3 Forced Choice Method 

Forced Choice methods requires the rater to choose the most descriptive statement in each 

pair of statement about the employee being rated .Often both statements in the pair are 

positive or negative.It eliminates central tendency and leciency biases.Forced Choise is easy 

to administer and fits a wide variety of jobs. 

2.4.4 Critical Incident Method 

Critical Incident appraisal method requires the evaluator to keep a written record of 

incidents.The incidents recorded should involve job behaviours that both satisfactory and 

unsatisfactory performance of the employee being rated.The incidents recorded over time 

provide basis for evaluating performance and providing feedback to the employee. 

2.4.5 Behaviorally Anchored Rating Scales 

The most popular approaches are called behavioral expectation scales and behavioral 

observation scales. Behavioral expectation scales use specific , named behaviours as 

benchmarks to help the rater.This method attempts to reduce some of the subjectivity and 

biases found in other approaches to performance measurement. Behavioral expectation scales 

are expressed in terms with which the rater and the employee are familiar.Since these scales 

are anchored by specific behaviors within each category, supervior can be able to provide 

specific feedback to each employee.Behavioral observation scales use specific named 

behaviours as benchmark and require the rater to report the frequency of these behaviors. 

Behavioral observation scales concerned with defining poor to supenor 

performance.Behaviorally anchored rating scales are complex to develop and apply because 

of its cost and time spending.They must be developed for each job too. 
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2.4.6 Field Review Method 

in this method, a skilled person from Human Resource department goes to field or to 

department to assist supervisor with their ratings, prepares an evaluation based on this 

information.The evaluation is sent to the supervisor for review,changes,approval and 

discussion with the employee who was rated.However , the use of skilled person make this 

approach costly and impractical , since the primary source is supervisor , bias can still remain. 

2.4.7 Performance Tests and Observations 

Performance appraisal can be applied as test of knowledge or skills.The test can be applied 

the paper and pencil variety or an demostration of skills.Test must be reliable and validity for 

to be useful.If the cost of test development or administrations are too high , practicality may 

fail. 

2.4.8 Comparative Evaluation Methods 

Comparative evaluation approaches are a collection of different methods that compare one 

worker's performance with the others.Comparative appraisals are conducted mostly by the 

supervisor.Because this appraisals can result in a ranking of employees from best to 

worst. They are useful for deciding merit pay increases,promotions,and organizational 

rewards.The most common forms of comparative evaluations are the ranking method, forced 

distributions,the point allocation method and the paired comparisons. 

2.4.8.1 Ranking Method : Rater place all the employees from best to worst.This method is 

subject to halo and recency effect ,although bias can be decreased by using two or more rater. 

2.4.8.2 Forced Distributions : Rater classify employees into different classifications.This 

method can be used for other performance criteria,such as reliability and control of costs.It 

does overcome the biases of the error of central tendecy,leniency and strictness. 
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2.4.8.3 Point Allocation Method Rater allocate a fixed number of points among 

employees in the group , good performers are given more points than poor performers. The 

advantage of this method is rater can realise the differences between employees. 

2.4.8.4 Paired Comparisons: The basis for comparison is usually for overall 

performance.Raters compare each employee with the all others who are being rated in the 

same group.This method overcomes the error of central tendecy,leniency and strictness 

because some employees must be rated better than the others. 
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2.5 Future Oriented Appraisal Methods 

2.5.1 Self Appraisals 

This method can help to users for to set personal goals for the future. There is risk that with 

any employee will be too lenient ot too critical for their performance. The important 

dimension of this appraisal is the employee's involvement and the commitment to the 

improvement process. 

2.5.2 Management by objectives 

Using this approach , superior and employee can establish mutual performance goals for the 

future.When future objectives are set ,employees gain the motivational benefit of specific 

target toward to organize and direct their efforts.Objectives also help the employee and the 

superivor discuss the specific development needs of the employee that can make future 

training and development efforts more relevant.MBO can face with difficulties,because 

objectives can be too narrow or too ambitious and this may result employees frustrated. 

2.5.3 Psychological Appraisals 

Some organizations employ industrial pshchologists for evaluations of appraisals. They assess 

an individual's future potential. The appraisal consist of interviews,psychological 

tests,discussuin with supervisors and a review of other evaluations.Psychologist writes an 

evaluation of the employee's intellectual,emotional,motivational and the other work related 

characteristics to predict employee future performance.Disadvantage of this method is , it is 

costly and slow. 
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