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REVIEW OF PERFORMANCE APPRAISAL
IN ORGANIZATION

Muhammad Mathori*

ABSTRAKSI

Kemampuan perusahaan atau organisasi dalam mencapai tujuannya ditentukan oleh
kinerja karyawannya. Oleh karena pengaruh kinerja karyawan terhadap pencapaian
tujuan tersebut sangat berarti, maka kegiatan untuk menilai kinerja karyawan menjadi
isu yang penting dalam pengelolaan sumber daya manusia (SDM). Penilaian kinerja
adalah proses dimana organisasi mengevaluasi kinerja karyawan. Informasi penilaian
kinerja bermanfaat bagi keputusan strategis dan administratif yang terkait baik dengan
perusahaan maupun pengelolaan SDM. Tulisan ini membahas berbagai permasalahan
yang dihadapi dalam penilaian kinerja dan mencoba untuk memberikan solusi bagi
manajemen dalam melakukan penilaian kinerja SDM yang ada.

1. INTRODUCTION

The subject of performance appraisal
has been much discussed and studied.
Performance appraisal has emerged as
an increasingly important issue in orga-
nizations. A successful performance ap-
praisal will create positive changes for
both the individual and the organisation.
Therefore, performance appraisals are
critical to the functioning of an organi-
sation as well as to the advancement of
employees. According to Lawler, Resnick,
Allan and Susan (1990) many methods
have been developed to measure an
employee’s performance. However, the
implementation of performance appraisal
to obtain fair and accurate appraisal is
complicated. Diverse results and misin-
terpretation of an employee’s performan-
ce may arise in an inappropriate method
and lack of knowledge on how to apply

. the method.

The purpose of this report is to dis-
cuss the effectiveness and limitations of

*  Dosen tetap STIE Widya Wiwaha Yogyakarta ’

performance appraisal within organiza-
tions, and to offer solutions of the perfor-
mance appraisal problem. In order to dis-
cuss the effectiveness of performance
appraisal, those factors that may bias
what the employer and employee want
from the performance appraisal will be
analyzed.

2. BACKGROUND

The world of business has become an
arena in which the players struggle to
gain competitive advantage in a much
larger and more demanding marketplace.
Managers today are increasing their ef-
forts to improve the competitive position
of their organizations. Employees, as a
key of resources, are needed by organi-
zations to gain competitive advantage.
According to Foulkes (1996) Human Re-
sources Management is the key process
for managers to achieve their goals which
are in turn to stay competitive. There-
fore, the ability to manage behavior and
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results of all employees is a necessary
one. Managing people, however, is not
an easy task. According to Noe, Hollen-
beck, Gerhart and Wright (1994), one of
the most important challenges manag-
ers face is managing the performance of
those over whom they have authority.
Rudman (1997) states that effective hu-
man resources management requires a
series of linkages and relationships. The
key to successful performance manage-
ment is not only a performance appraisal
system, but also processes of perfor-
mance appraisal, for example, all man-
agement and personnel working together
in managing individual or collective be-
havior to support the organization’s strat-

eqgy.

3. DEFINITION AND PURPOSES OF
PERFORMANCE APPRAISAL

Performance appraisal has a long his-
tory based on comparative judgement of
human worth (Price, 1997). A simple defi-
nition of performance appraisal is a pro-
cess of observation and judgement. Itin-
volves observing the performance of an
individual or a group or ateam over time,
then making a judgement about the
strengths and weaknesses of that per-
formance which are relevant to a particu-
lar job (Cascio as cited in Rudman, 1997).
An individual employee’s behavior and
accomplishments for a finite time period
will be measured and evaluated.

In its traditional concept, performance
appraisal was seen as an way to direct
and control employees by systematically
linking job requirements, job behaviors
and job rewards in a way that recognized

both individual needs and organizational
objectives (Conole & O’Neill as cited in
Rudman, 1997). However, in the tradi-
tional concept the link between perfor-
mance appraisal and the organization’s
strategies and goals is often neglected.
Therefore, more recently performance
appraisal has had wider purposes. Link-
ing performance appraisal with mission,
goals and values of organizations is in-
creasingly recognized as necessary
(Noe, Hollenbeck, Gerhart, & Wright,
1994). Thus, in this case we can see that
the performance of employees is critical
for organizations because by having ap-
propriate performance appraisal organi-
zations can gain competitive advantage.

The statement above shows that the
performance appraisal process is an im-
portant tool in human resources manage-
ment. The question, therefore, will ad-
dress what purpose of performance ap-
praisal for management is. Performance
appraisal plans in work organizations are
used for a variety of purposes. There are
two broad purposes. One is to improve
the work performance of employees by
helping them reach their full potential in
their jobs, and the second is to provide
information that will help management
make decisions on subjects such as
salary increases, promotions, lay offs,
probations, and merit (Cascio as cited in
Rudman, 1997). In other words, the aim
of performance appraisal is to facilitate
organizational effectiveness by clearly
defining performance tasks and goals,
performance standards, correcting poor
performance, and distributing rewards
and other personnel decisions fairly and
equitably.
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4. THE EFFECTIVITY OF PERFORM-
ANCE APPRAISAL

An effective performance appraisal
system produces specific performance
feedback to improve employee perfor-
mance, identifies employee training re-
quirements, and links performance and
personnel decision making (Noe,
Hollenbeck, Gerhart & Wright, 1994). The
ultimate goal of most performance ap-
praisal is to increase employee motiva-
tion and productivity. The recent research
literature has begun to identify the char-
acteristics of effective performance ap-
praisal systems.

A major focus of performance appraisal
has been on evaluating employees in
terms of their effectiveness in achieving
important outcomes. The critical question
for all organizations in applying
performance appraisal is what makes an
appraisal system effective. Effectiveness
is about accomplishing the right things.
Before discussing effectiveness, two
perspectives must be taken into account
for assessing any performance appraisal:
first, the effectiveness of the system as
judged by the management or the
appraisers, secondly, the effectiveness of
the system as judged by the subordinate
employees or the appraisees. Therefore,
it is necessary that performance appraisal
should meet the needs of both.

According to Rudman (1997) effec-
tiveness refers to the outcomes or results
of performance at the individual, depart-
mental or organizational level. Therefore,
it must be possible to identify whether
behavior that produces the desired
outcomes can be achieved. According
to Foulkes (1996) effective performance
management means:

1) Articulating a company'’s vision, 2)
establishing key results, 3) setting
objectives and measures at key busi-
ness unit level, 5) identifying business
process objectives and the key indi-
cators of performance for those pro-
cesses, 6) monitoring and controlling
four key performance measures: qual-
ity, delivery, cycle time, waste, 7) man-
aging the continuous improvement of
performance in those key areas, 8)
being prepared to aim for break-
through improvements in performance
when this is required by a significant
shortfall in your performance mea-
sured against the performance of your
major competitors.

However, some subset of the above
issues should come to mind with human
resources practitioners whenever any
performance appraisal system revision is
considered. Some outcomes from perfor-
mance appraisal system will be used both
for staff and line managers, such as in-
put to administrative decisions, employ-
ees development, identifying training
needs, and also helping human re-
sources planning. Moreover, effective
performance appraisal also can help to
create a motivated and committed
workforce. It also needs to take into ac-
count that performance appraisal is a for-
mal method of evaluating employees that
assumes that employee performance can
be observed and assessed although of-
ten it cannot be objectively measured

5. LIMITATIONS OF PERFORM-
ANCE APPRAISAL

Successful and effective performance
appraisal seems to be a great way for
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organizations to achieve competitive ad-
vantage through having competent
people who perform well. However, there
are still many people — managers and
employees alike — who dislike or distrust
performance appraisal. As Rudman
states (1997) performance appraisal is
a necessary, but far from sufficient part
of performance management. Appraisers
were generally more satisfied that the
appraisal met their purposes than the
subordinates were that it met theirs. The
overall pattern suggests that existing
performance appraisal practices were
most effective in documenting perfor-
mance and recognizing it {(Lawler,
Resnick, Allan & Susan, 1990). However,
it seems that the appraisal clearly failed
to deal with pay, planning, and develop-
mental issues as fully as the subordinates
would have liked. In other words, the per-
formance appraisal systems are falling
short in meeting the employee’s needs.
These unmeet needs are reflected in the
subordinates’ satisfaction or dissatisfied
with the appraisal system. It is often true
that subordinates tended to rate their own
performance much more highly that did
their appraisers.

6. DISCUSSION

In reviewing the primary causes of
ineffective managerial appraisals, a
number of rather consistent patterns
emerged from these discussions that are
noteworthy. Managers generated a highly
consistent list of factors that create
ineffective managerial appraisals with a
high degree of consensus. These findings
suggest that the fundamentals of effective
appraisal techniques are often neglected
in reviewing managerial performance. In

addition, each of these findings provides
a very specific lesson for organizations
employing formal evaluation procedures.
In this case, according to Longenecker
(1998) there are some factors that may
bias what the employer and employees
want from the performance appraisal. In
this discussion, numerous and persistent
problems the factors that contributed to
that discrepancy between employer and
employees’ needs will be analysed.
1). Performance appraisal is not relevant

People need to be appraised based on
what really matters in their jobs. From
my point of view, it is important to relate
things that really matter to employees’
jobs such as required competencies,
behaviors, and skills. in other words,
that competencies, behaviors and skills
of employees are required to perform.
For example, in a sales job we can rate
employees based on their good
product knowledge, interpersonal
skills, and friendly and helpful manner.
Therefore, the differences between
success and failure can be identified.
Commonly people are judged or rated
on characteristics that they do not need
to show or have in order to perform
good job. Therefore, if ambiguity
surrounds the job description, goals,
traits and/or the behaviors that will be
the basis for the evaluation the process
is doomed to fail from the start.

2). Performance appraisal is not accepted
by emplovees
An acceptance of the performance
appraisal system on the part of
employees is vital to ensure their
commitment. If employees are
committed to the organisation and the
organizational goals, they will be more
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likely to look more favourably on the
performance appraisal system.
Employee acceptance results in part
from fair and impartial appraisal that
always occurs on time, when it is
expected to occur (Williams, 1998).
Moreover according to Robert (1994)
employee acceptance is a critical
component of an effective performance
appraisal system. Therefore, the
attitudes of system participants play a
key role in both the short and long-term
success of a performance appraisal
system. Perception of accuracy is
important from the ratee’s point of view,
and also the belief that the system is
administered fairly.

Negative consequences happen,
when a system is perceived to be unfair
or unacceptable because employees
will reject the performance rating and
the process that generated it.
Moreover, a reduction in the motivation
to change behavior based upon
appraisal feedback, a rejection of the
validity and usefulness of appraisal
information, and unwillingness to
accept the validity of personnel
decisions based upon appraisal
information are also negative
consequences that management
needs to take into account.

3). Limited employee involvement

As mentioned above performance
appraisal is often viewed as not relevant,
this mistake can arise from limited
employee involvement. Employee
involvement is essential because
performance appraisal accuracy and
comprehensiveness are relative
perceptions and most performance
appraisal decisions involve varying

4).

degrees of subjectivity (Longenecker,
1997). If employees perceive that the
information is inaccurate, biased and not
comprehensive, a perceived state of
unfairness will result.

This sense of unfairness will be
exacerbated if the employee
perceives no opportunity to present
his or her views. The task, therefore,
becomes one of developing a process
that cultivates accurate and
comprehensive information in a
manner that is perceived by
employees as being fair. Participation
enables the ratee to express opinions,
correct misconceptions or
inaccuracies, present additional
information, develop more equitable
performance standards and
objectives, and increase the amount
and quality of communication between
rater and ratee. Effective goal setting
requires two way communication,
even with assigned goals because
understanding, clarification, revision,
and performance monitoring entail
rater-ratee information exchange.

Difficulties in providing feedback

The most common problems typically
occur because most companies provide
performance appraisal only once a
year. If the appraisal is done at the end
of the year, after the long holidays, both
supervisors and employees may have
forgotten what were discussed during
the appraisal. Feedback is only helpful
to people if they receive it in a timely
manner-that is, when they can use it
(Blanchard, 1998). Management
delays in providing feedback to sub
ordinates cause anxiety, frustration
and feelings of inequity on the part
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of those subordinates (Falcone, 1995).
If the employees do not get any
feedback from the appraiser, it may
give employees an impression that the
appraisal is not very important.
Supervisor’s inability or unwillingness
to provide negative feedback could
also contribute to the delay. Many
mangers avoid providing negative
feedback for a variety of reasons
including fear of the consequent
conflict, a deterioration of supervisor-
employee relations, and lack of
confidence in the accuracy of the
rating instrument (Roberts, 1998).

5). Women will be disadvantaged
Although both men and women said
that the performance appraisal process
was unfair and unsatisfying, the
research found that some factors
particularly disadvantaged women in
the finance industry (Shepherd, 1998).
These include that fewer opportunities
offered for training and development
for women and a lack of training of
appraisers in general, but in particular,
in an understanding of the differences
inthe way women and men communicate
their abilities.

6). Different Culture background maybe
disadvantaged
Employees who come from different
countries and speak different languages
may also affect the fairness of the
appraisal result. We should be aware
that employees who speaks a limited
English and can not explain well about
what they have achieved, but this does
not mean that they can not do the job.
With different culture backgrounds,
people may value things differently.

Some employees may have a favourable
perception of performance appraisal
but others may not. The accuracy of
the appraisal result will be questioned
under this situation.

7. Halo Effect

A tendency exist to rate employees
high or low on all performance base
on one of their characteristics. This is
known as the halo effect. For instance,
an articulate person who is rated as
outstanding on communication ability,
may also be rated high on technical
competence even though the
employee is week in this area (Gray
E.R., 1990).

7. SOLUTION

Performance appraisal to be effective,
both management and employees are
required to show their commitment and
to translate organizational goals and
objectives into personalized employee
specific objectives. Some limitations that
I have mentioned before can be eliminated
by that strong commitment. However, the
need to maintain strong commitment
from top management in order to develop
an effective performance appraisal
system is still questioned. Therefore,
some limitations still exist, for example
when the appraisal system does not
provide linkage between employee
performance and organizational goals;
such appraisal is bound to be less than
completely effective.

Job analysis should be done before
applying performance appraisal in order
to find out the degree of objectivity of the
performance measurement, because job
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analysis provides information relate to
employees’ job such as required, required
competencies, behavior, and skills.

Training for the raters or appraisers is
also necessary one. It will enhance their
skill and knowledge in using some
performance appraisal tools. According
to Dessler (2000) the employee training
program was established to ensure that
employees have the knowledge required
for their respective job series classification.
It was also intended to give employees
the ability to compete for workload, improve
morale, and in still pride in quality of
workmanship.

Some organizations also have started
using management by objective; that
means employees will be involved in
setting goals. The employees are more
motivated and committed to accomplish
that goal. However, to make goals
effective, all participants may need to
focus on the most important areas of a
performance. Ongoing and informal
feedback on the job performance aiso
should be provided informally on a day-
to-day basis and formally at the end of
each assignment. Valuable and ongoing
feedback to employees should motivate
and drive positive effect and benefits to
both employees and organizations. This
feedback provides direction and
represents an important reward which will
result in increased employee efforts. If any
negative behavior arises, it can be
corrected as quickly as possible.

Feedback would be objective if
employee is not only appraised by
supervisor but also by other parties, for
example peers, subordinates and
customers. It is called 360 degree
performance appraisal. The 360-degree
appraisal (multi-rater feedback) is much

like any other appraisal system except
that feedback comes form all the people
around us, not just the boss. Everyone
work with becomes a source of feedback.
Often it comes from colleagues, but the
value increases when it also includes
customers, suppliers or anyone to whom
employee must relate in order to get your
job done. In other words, the type of
review utilized information from the full
circle of people with whom the manager
interact (Robbins, S.P., and Coulter, M.,
1999).

One of advantages of using 360-degree
is that they provide more comprehensive
of an employee’s performance (Robbins,
S.P, and Coulter, M., 1999). Soliciting
information from all individuals a person
interacts with in his or her normal work
activities enables managers to obtain a
broader and more complete picture of the
person’s performance than could be
obtained by other means. However, the
successful 360-degree appraisal only
works in an environment where the
feedback can be communicated effectively
between appraisers and employees.

8. CONCLUSION

For doing the business in the hyper
competition, managers have to do their
business more competitive than their
competitors. Manager can build its
competitive advantages through improve
efficiency, product quality, innovation or
response for consumer. Its program
needs support from employees and
executives in this firm for achieving the
goals. Executives see the human
resources as competitive advantages
and they support and manage human
resources to be professional workers for
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doing their tasks. One of human
resources management function is
performance appraisal. A carefully
designed, planned and administered
performance appraisal system will
provide the ground work for improving the
employees’ performance. In turn it will
also bring together to the organization’s
mission and strategy and its human
resources policies. As a result the
organisation can gain or maintain its
competitive advantage in an ever more
demanding marketplace.

Company needs to manage
performance with effective and efficient.
Performance management will be running
in the firm, it needs supporting from
performance appraisal system. Manager
should be innovative for planning of
appraisal system that objective. The
objective appraisal is important because
its can be shown the reality of an
employee’s performance and minimized
assessment performance error. Therefore
manager needs some information from

executives, employees, and other
resources. By getting some information,
manager can decide the right appraisal
of employees performance.

A major goal of performance evaluation
is to assess accurately an individual’s
performance contribution as a basis for
making reward allocation decisions. If the
performance evaluation process
emphasizes the wrong criteria or
inaccurately appraises actual job
performance, employee will be over or
under rewarded. This can lead to negative
consequences such as reduced,
increased in absenteeism, or search for
alternative job opportunities. In addition,
the content of performance appraisal has
been found to influence employees
performance and satisfaction. Specifically,
performance and satisfaction are
increased when the evaluation is based
on behavioral, results-oriented criteria,
when career issues as well as
performance issues are discussed, and
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when the employee has an opportunity to
participate in the evaluation.
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