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13.0 Objective

• To understand the concept of performance appraisal and its relevance for

managers.

• To identify various methods of appraisal and their suitability.
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• To identify the barriers to effective performance appraisal and measures to

overcome those barriers.

• To understand the concept of job evaluation and various issues involved in it.

13.1 Introduction

Most people want feedback as long, of course, as it mirrors their self perception.

When it does, they tend to like it. When it doesn't, they don't. –Larry Cipolla

Performance appraisal, in its present form, rewards people for manipulating the system

rather than improving it.    –Edwards Deming

In a work group, members consciously or unconsciously, make opinion about others.

The opinion may be about their quality, behaviour, way of working, etc. Such an opinion

becomes the basis for interpersonal interaction. In the same way, superiors form some opinion

about their subordinates for determining many things like salary increase, promotion, transfer,

etc. In large organisations, this process is formalised and takes the form of performance

appraisal. In its present form, the New York City Civil Service adopted performance appraisal

in 1883. Since then and specially after World War I, performance appraisal in formal way has

been adopted by most of the large organisations particularly in business field. In our country

too, large organisations adopt formal appraisal method.

13.2 Concept of Performance Appraisal

Appraisal is the evaluation of worth, quality or merit. In the organisation context,

performance appraisal is a systematic evaluation of personnel by superiors or others familiar

with their performance. Performance appraisal is also described as merit rating in which one

individual is ranked as better or worse in comparison to others The basic purpose in this

merit rating is to ascertain an employee’s eligibility, for promotion. However, performance

appraisal is more comprehensive term for such activities because its use extends beyond

ascertaining eligibility for promotion. Such activities may be training and development, salary

increase, transfer, discharge, etc. besides promotion. A formal definition of performance

appraisal is as follows:

“It (performance appraisal) is the process of evaluating the performance and

qualifications of the employees in terms of the requirements of the job for which he is. employed,

for the purposes of administration including placement, selection for promotion, providing

financial rewards and other actions which require differential treatment among the members

of a group as distinguished from actions affecting all members equally”.

Beach has defined performance appraisal as follows:

 “Performance appraisal is the systematic evaluation of the individual with regard to

his or her performance on the job and his potential for development”.



Performance Appraisal

[  241  ]

Thus, performance appraisal is a systematic and objective way of judging the relative

worth or ability of an employee in performing his job. It emphasises on two aspects: systematic

and objective. The appraisal is systematic when it evaluates all performances in the same

manner, utilising the same approaches so that appraisal of different persons is comparable.

Such an appraisal is taken periodically according to plan; it is not left to chance. Thus, both

raters and ratees know the system of performance appraisal and its timing. Appraisal has

objectivity also. Its essential feature is that it attempts at accurate measurement by trying to

eliminate human biases and prejudices.

Merit Rating :

Performance appraisal is also described as merit rating in which one individual is

ranked as better or worse in comparison to others. Therefore, conceptually, both merit rating

and performance appraisal are same though they differ in terms of objectives and coverage

of activities during appraisal process. Flippo has defined merit rating as follows:

“Merit rating is a systematic, periodic and, so far as humanly possible, an impartial rating of

an employee’s excellence in matters pertaining to his present job and to his potentialities for

better job”.

From the above definition, it appears that merit rating has some elements common to

performance appraisal. It uses many of the techniques which are used in performance appraisal

such as man-to-man comparison, grading system, checklist method, critical incident method,

and so on. Therefore, it is desirable to see how merit rating differs from performance appraisal.

Merit Rating and Performance Appraisal: A Comparison :

Before making the comparison between merit rating and performance appraisal, let

us briefly see how the concept of appraisal emerged and changed over the period of time.

Appraisal has undergone a sea change in terms of objectives and methods since it was

introduced in a formal way in 1920s. During the- first World War, appraisal concept was

adopted by US army which was in the form of merit rating and involved ‘man-to-man’

comparison for the evaluation of military personnel. From the army, this concept entered the

business field and was restricted to hourly- paid workers. During ‘1920s, relational wage

structures for hourly-paid workers were adopted in industrial units and each worker was used

to be rated in comparison to others for determining wage rates. This system was called merit

rating. In early 1950s, the concept of appraisal was applied to technical and managerial

personnel. In the initial stage, appraisal of these personnel was in the form of merit rating

though more factors were taken into consideration. The objectives behind such a rating were

salary adjustments, promotions and transfers. When the need for training was felt in business

organisations, the appraisal system was extended to personnel appraisal which emphasised

overall appraisal of a person—his performance, behaviour, skills and potentials. Various terms

which used to denote appraisal have been performance appraisal, merit rating, behavioural

assessment, employee evaluation, personnel review, staff assessment and employee annual

confidential report.
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13.3 Objectives of Performance Appraisal

Performance appraisal practices show that organisations undertake performance

appraisal to meet certain objectives which are in the form of salary increase, promotion,

identifying training and development needs, providing feedback to employees and putting

pressure on employees for better performance.

1. Salary Increase: Performance appraisal plays a role in making decision about

salary increase. Normally salary increase of an employee depends on how he is

performing his job. There is continuous evaluation of his performance either

formally or informally. In a small organisation, since there is a direct contact between

the employee and the one who makes decisions about salary increase,

performance appraisal can be an informal process. However, in a large

organisation where such contact. hardly exists, formal performance appraisal

has to be undertaken. This may disclose how well an employee is performing

and how much he should be compensated by way of salary increase. .

2. Promotion: Performance appraisal plays a significant role where promotion is

based on merit. Most of the organisations often use a combination of merit and

seniority for promotion. Performance appraisal discloses how an employee is

working in his present job and what are his strong and weak points. In the light of

these, it can be decided whether he can be promoted to the next higher position

and what additional training will be necessary for him. Similary, performance

appraisal can be used for transfer, demotion and discharge of an employee.

3. Training and Development: Performance appraisal tries to identify the

strengths and weaknesses of an employee on his present job. This information

can be used for devising training and development programmes appropriate for

overcoming weaknesses of the employees. In fact, many organisations use

performance appraisal as means for identifying training needs of employees.

4. Feedback: Performance appraisal provides feedback to employees about their

performance. It tells them where they stand. A person works better when he knows

how he is working; how his efforts are contributing to the achievement of

organisational objectives. This works in two ways. First, the person gets feedback,

about his performance and he may try to overcome his deficiencies which will

lead to better performance. Second, when the person gets feedback about his

performance, he can relate his work to the organisational objectives. This provides

him satisfaction that his work is meaningful. Thus, given the proper organisational

climate, he will try his best to contribute maximum to the organisation.

5. Pressure on Employees. Performance appraisal puts a sort of pressure on

employees for better performance. If the employees are conscious that they are
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being appraised in respect of certain factors and their future largely depends on

such appraisal, they tend to have positive and acceptable behaviour in this

respect. Thus, appraisal can wok automatically as control device.

Above roles of performance appraisal are quite important. However, these roles can

be performed only when there is systematic performance appraisal, and various relevant

decisions are made objectively in the light of result of performance appraisal. To be systematic

and objective in performance appraisal, managers require an understanding of various

intricacies involved in performance appraisal like method of performance appraisal, problems

in performance appraisal and how these problems can be overcome.

13.4 Methods of Performance Appraisal

There are various methods of performance appraisal. In fact, each organisation may

have its own unique system and method of appraisal. In one organisation, it may be continuing

and informal where personal opinion of a superior about his subordinates may be the basis

of appraisal. In another, it may be well-defined and a particular system and method may be

followed by all managers. Whatever system may be adopted, usually performance appraisal

has two bases: (i) appraisal of employees according to traits, attributes and general behaviour

on the job, commonly known as trait approach; (ii) appraisal of results, work and goals achieved

by the employees, known as appraisal by results. These two approaches, however, are not

mutually exclusive and can be used in combination. Either trait approach, or results approach,

or combination of both of these may be adopted in different forms resulting into different

methods of appraisal which can be classified in different ways. For example, Decenzo and

Robbins have classified these into three categories: single-trait, single subject in which an

appraisee is not compared with any other person and each of his traits is measured in absolute

form; single-trait, multiple subject, in which an appraisee is compared with others; and multiple-

trait, single subject, in which the process of the first classification is adopted but with multiple

traits. Beatty and Schneier have categorised various methods of appraisal into four groups:

comparative methods, in which an appraisee is compared with others; absolute standards,

in which the appraisee performance is compared with the standards fixed for him; goal setting,

in which goals for the appraisee are set through mutual participation between appraiser and

appraisee and the performance is measured against those standards; and direct indices, in

which the appraisee is appraised in terms of various outcomes such as, productivity,

absenteeism, tardiness, etc. At present, various methods of performance appraisal which

are used in practice are based on traits or results achieved or a combination of both.

Appraisal based on traits :

Appraisal based on traits and behavioural patterns shown in job performance

emphasises various traits which the appraisee possesses and the behaviours he adopts in

performing his job. It does not take into account the outcomes of those behaviours, that is

performance achieved. There are various methods of performance appraisal based on traits.
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Ranking Method :

Ranking is the oldest and simplest method of appraisal in which a person is ranked

against others on the basis of certain traits and characteristics. This is just like preparing

ranks of various examinees in an examination. In the ranking method, various persons are

given ranks on the basis of their traits. This is a very simple method when the number of

persons to be ranked is small because ranking has to be given on the basis of traits which

are not easily determinable, not like marks in an examination. Moreover, since differences in

ranks do not indicate absolute or equal differences of ability between individuals, the method

has limited value for performance appraisal.

Paired Comparison :

Paired comparison method is a slight variation of ranking system designed to increase

its value for use in the large groups. In this method, each person is compared with other

persons taking only one at a time. Usually only one trait, overall suitability to perform the job,

is considered. The rater is provided with a bunch of slips each containing a pair of names.

The rater puts a tick mark against the person whom he considers the better of the two, and

final ranking is determined by the number of times that person is judged better than others.

This method provides better comparison of persons. However, this increases the work because

of large number of comparisons. For example, to rank 50 persons through paired comparison,

there will be 1,225 comparisons. This can be calculated by a formula N (N — 1)/2 where N is

the total number of persons to be compared.

Grading :

In this method, certain categories of abilities or performances are defined well in

advance and persons are put in particular category depending on their traits and

characteristics. Such categories may be definitional like outstanding, good, average, poor,

very poor, or may be in terms of letters like A, B, C, D, etc. with A indicating the best and D

indicating the worst.

The actual performance of the employees is measured against these grades. This

method is generally useful for promotion based on performance. This method, however, suffers

from one basic limitation that the rater may rate most of the employees at higher grades.

Forced Distribution Method :

In order to check the tendency of rating most of the appraisees around high point in a

rating scale, forced distribution method has been adopted. In this method, the appraiser is

forced to appraise the appraisees according to the pattern of a normal curve. The basic

assumption in this method is that employees’ performance level conforms to a normal statistical

distribution. For example, 10 per cent employees may be rated as excellent, 20 per cent as

above average, 40 per cent as average, 20 per cent below average, and 10 per cent as poor.

This method is useful to rate job performance and promotability. The basic advantage of this

method is that it overcomes the problem of adopting a central tendency of rating most of the

employees to a point, particularly high or near high to appease them.
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Forced-choice Method

The forced-choice rating method contains a series of group of statements and the

rater checks how effectively the statement describes each individual being evaluated. There

may be some variations in the methods and statements used, but the most common method

of forced choice contains two statements both of which may be positive or negative. Though

both of them describe the characteristics of an employee, the rater is forced to tick, only one

which appears to be more descriptive of the employee. Out of these two statements, only one

statement is considered for final analysis of rating. For example, a rater may be given the

following two statements:

(i) The employee is hard working.

(ii) The employee gives clear instructions to his subordinates.

Both these statements are positive but the rater is asked to rate only one which is

more descriptive of his subordinate’s behaviour. This is done to avoid subjectivity in rating.

Out of the above two statements, only one statement is to be considered in final rating. Since

the rater does not know which statement will be taken for final ranking, he can not become

subjective. Several sets of such statements, both positive and negative, are given for rating.

The final rating is done on the basis of all sets of statements. This method may be more

objective but it involves lot of problems in constructing such sets of statements.

Check-list Method :

In the check-list method of appraisal, the rater provides appraisal report by answering

a series of questions related to the appraisee. These questions are prepared by personnel

department and are related to the behaviour of the appraisee concerned. Each question has

two alternatives, yes or no, as given below:

1. Is he/she interested in the job? Yes/No

2. Is he/she regular on the job? Yes/No

3. Does he/she show uniform behaviour to all? Yes/No

4. Is he/she respected by his/her subordinates and colleagues? Yes/No

5. Is he/she willing to help other employees? Yes/No

6. Does he/she follow instructions properly? Yes/No

7. Does he/she give recognition and praise to employees for good work done? Yes/No

8. Does he/she maintain discipline well? Yes/No

These are some of the examples of the questions. An organisation mayprepare a

series of questions relevant to various categories of its personnel. The rater concerned has

to tick appropriate answers relevant to the appraisees. When the check-list is completed, it is

sent to personnel department for further processing. Various questions in the checklist may

have either equal weightage or more weightage may be given to those questions which are
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more important. The personnel department, then, calculates the total scores which show the

appraisal result of an employee. This method appears to be easy to handle if proper questions

are framed for different categories of employees. However, it is difficult to assemble, analyse,

and weigh a number of statements about employee characteristics and contributions.

Critical Incidents Method :

In this method, only critical incidents and behaviour associated with these incidents

are taken for evaluation. This method involves three steps. A test of noteworthy on-the-job

behaviour (good or bad) is prepared. A group of experts then assigns scale values to them

depending on the degree of desirability for the job. Finally, a checkIist of incidents which

define good and bad employees is prepared. The rater is given this checklist for rating. The

basic idea, behind this rating is to appraise the people who can do well in critical situations

because in normal situations, most employees work alike. This method is very useful for

discovering potential of employees who can be useful in critical situation. Such a situation

may be quite important for the job. For example, how a supervisor has handled the situation

in the case of sudden disturbance by workers will give better idea about his leadership qualities

and handling of situation.

There are certain positive features of this method. It measures behaviours which are

critical to the effective performance of the job. If the proper maintenance of the record of

critical incidents is effected, it provides real clue for judging the fit between the employee and

his job. However, this method has serious limitations, both psychologically and operationally.

These limitations have been identified by Burack and Smith as follows:

1. Negative incidents are, generally, more noticeable than positive ones.

2. The recording of incidents is a core to the superior and may be put off and easily

forgotten.

3. Overly close supervision may result.

4. The managers may unload a series of complaints about incidents during annual

performance review session. The feedback may be too much at one time and,

thus, appear as a punishment to the ratee. More appropriately, the management

should use incidents of poor performance as opportunities for immediate training

and counselling.

Graphic Scale Method :

Graphic scale, also known as linear rating scale, is the most commonly used method

of performance appraisal. In this method, a printed appraisal form is used for each appraisee.

The form contains various employee characteristics and his job performance. Various

characteristics include initiative, leadership, dependability, cooperativeness, enthusiasm,

creative ability, analytical ability, decisiveness, emotional maturity, etc. depending on the level

of the employee. Job performance includes quantity and quality of work performance,

responsibility assumed, specific targets achieved, regularity of attendance, etc. The rating is
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done on the basis of scale which is in continuum. The central idea behind this scaling is to

provide the rater with a continuum representing varying degrees of a particular quality. The

rater estimates the degree to which each quality is possessed by his subordinates. The

degree of quality is measured on a scale which can vary from three points to several points.

However, most common practices to have five-point scales. Some organisations use even

numbers in order to avoid the tendency of the rater to tick mark central points. Degrees may

be numbered or defined. Thus 5, 4, 3, 2 and 1 in that order can be used to denote points for

various degrees of excellent-poor, high-low, or good-bad, and so on. These numbers can be

expressed in terms of descriptions like excellent, very good, average, poor and very poor; or

very high, high, average, low and very low. Instead of numbers showing various degrees,

sometimes definitions and descriptions of qualities can be used.

Graphic scale method is good one in measuring various job behaviour of an employee.

However, it is not free from rater’s biases. Problems may emerge in defining various traits

and judging these.

Essay Method :

Instead of using structured forms for performance appraisal, some companies use

free essay method, or sometimes, combine this with other methods. In essay method, the

rater assesses the employees on certain parameters in his own words. Such parameters

may be as follows:

1. Work performance in terms of quality, quantity and costs;

2. Knowledge about the job;

3. Knowledge about organisational policies, procedures and rules;

4. Employee’s characteristics and behaviour;

5. Employee’s strengths and weaknesses;

6. Overall suitability of the employee;

7. Employee’s potential and promotability, and

8. Training and development needs of the employee.

The essay method is useful in providing useful information about an employee

on the basis of which he can be appraised. However, there may be problems in free essay

method. Each rater may use own style and perception in describing a person which produces

difficulty in analysis. Further, the quality standard for the appraisal may be unduly influenced

by appearance rather than content. Thus, a ‘high-quality appraisal’ may provide little useful

information about the performance of the ratee.

Field Review Method :

In the field review method, an employee is not appraised by his direct superior but by

another person, usually, from personnel department. The basic idea is that such a person
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may take more objective view in appraisal as he is not under pressure as the superior of the

employee may be. The rater, in this case, appraises the employee based on his records of

output and other quantitative information such as absenteeism, late coming, etc. The rater

also conducts interviews of the employee and his superior to ascertain qualitative aspects of

job performance. This method is more suitable for promotion purpose. Further, this method

provides information to make comparison of employees from different locations and units.

The chances of bias are reduced to a great extent as personnel department person is

supposed to be trained in appraisal mechanism. Even when a superior or others concerned

supply biased information, the rater may be able to pinpoint areas requiring training and

development assistance. However, field review method suffers from two limitations:

1. An outsider is usually not familiar with the conditions in an employee’s work

environment which may affect his ability and work motivation to perform.

2. The outsider does not have the opportunity to observe the employee’s behaviour

or performance over a period of time and in a variety of situations, but only in an

artificially structured interview situation which extends over a very short period of

time.

13.5 Assessment of Appraisal based on Traits

The various methods of performance appraisal, discussed so far, generally, use various

traits of appraisees to appraise them. Though each method has its own limitations, as pointed

out in the case of each of these, they provide some useful information specially for training

and development. However, the trait approach of performance appraisal suffers from the

following limitations:

1. This approach is more prone to biases. Trait is personal quality of an individual

which cannot be identified by mere observation. Unless some tests are used,

appraisal based on observation is likely to be misleading. Therefore, serious

and fair-minded managers do not wish to utilise their obviously subjective

judgement on a matter so important as performance. Similarly, employees who

receive less than the top rating almost invariably feel that they have been unfairly

dealt with.

2. Another problem which comes in the way of trait approach is the identification of

traits which should be evaluated. For example, psychologists have identified about

300 traits. Therefore, which traits are to be taken for evaluation is a difficult

proposition. However, this problem can be solved to some extent if the traits are

selected on the basis of job description which tries to prescribe the characteristics

of person in the light of the nature of the job.

3. Another major problem in the way comes in the form of resistance of employees

to be evaluated on the basis of their traits. They feel that the organisation is
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concerned with their work performance and not with their own personal values

and thinking. Similar resistance may come from superiors also. They may resist

it because they have to rate without knowing fully how exactly to rate. They look

upon it as only a paper-work exercise that must be done because someone has

ordered it. When this happens, people go through the paper-work and tend to

make ratings as painless as possible. Consequently, they tend to be very

discriminating.

Various limitations of the trait methods of performance appraisal do not mean that

they have nothing to offer and are not in use. They are in use though not in exclusive form but

in combination of others. In order to overcome the limitations of traditional methods of

appraisal, various new techniques have evolved and they are referred to collectively as modern

techniques. However, they are also not free from limitations but offer better alternatives for

appraisal. In fact, no man-made system may be perfect because of the complex nature of

human behaviour and individual differences. Various moder n techniques of performance

appraisal are based on results.

13.5.1 Appraisal by Results or Objectives

One of the most promising tools of appraisal of employees, particularly at managerial

level, is the system of evaluation of managerial performance against the setting and

accomplishing of verifiable objectives. The basic idea behind this appraisal is that the

organisation is concerned with achievement of objectives through the contributions of individual

managers rather than on the basis of their traits. Accordingly, various steps involved in appraisal

by results are as follows:

1. Appraisal by result is a joint process between superior and his subordinates.

2. The subordinate prepares his plan for specific period usually for one year in the

light of the overall plan provided by his superior. The final plan is prepared through

mutual consultation.

3. Through mutual consultation, both of them decide the evaluation criteria, that is

what factors will be taken up for evaluation of subordinate’s performance. The

supporting role of superior is also finalised so that the subordinate is clear about

the various supports he will get.

4. At the end of specified period, normally one year, the superior makes a

performance evaluation of subordinate on the basis of mutually agreed criteria.

5. Superior discusses the results of his evaluation with the subordinate; corrective

actions, if necessary, are suggested; and mutually agreed targets for the next

period are set.

Thus, this method uses the contributions of a manager as the basis for performance

appraisal. Where contributions can be measured quantitatively, not much problems are
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involved because targets against which performance is to be evaluated can be fixed in terms

of quantity like production figures, cost figures, sales figures, etc. However, there is a problem

where the contributions cannot be measured in terms of specified quantity. In such a case,

performance can be evaluated in terms of certain qualitative aspects like quality of training,

product development, etc. In such a case, there is detailed description of various qualitative

aspects.

13.5.2 Evaluation of Appraisal by Results

This method of appraisal springs from forces that have generated a popular philosophy

of management, known as ‘management by objectives’ or ‘management by results’. MBO is

not merely a technique of managing but it reflects about the entire philosophy of management.

Therefore, if the prevailing style of management is conducive to management by objectives,

appraisal by results is much more advantageous against appraisal based on traits. It has the

same strengths as MBO has. This approach is operational because appraisal is a part of

superior’s job; this is not considered to be an extra burden by managers, as is the case with

appraisal based on traits. Moreover, the person appraised is more likely to see positive

steps to improvement than he would if he were faced with the need to remould his inner

psychological make-up to satisfy his superior. Thus, it produces self-generated change which

works better than imposed change which generates hostility, resistance and defensiveness

on the part of the subordinates.

Appraisal by results has the limitations similar to that of MBO as it is based on the

latter. In particular, appraisal by results has following intrinsic and operational limitations:

1. Appraisal by results emphasises on work achievement alone. Sometimes it is

possible that a person may achieve or miss results because of various factors

beyond his control. One way to overcome this problem is to eliminate the impact

of such uncontrollable factors. However, this is not as simple as it appears

because there may be various factors which may affect the performance both

directly and indirectly. Therefore, unless some methods are evolved to measure

the impact of such uncontrollable factors on performance, appraisal by results

may not be quite meaningful.

2. There is operational problem in appraisal by results of those managers whose

contributions cannot be measured very precisely. Most of staff activities and

service activities fall in this category. Therefore, it is doubtful whether the method

can be applied usefully in such cases also.

3. This method puts emphasis on present performance. Thus, it may be more suitable

for appraising performance of a person on a particular position. Such other factors

like future career development, promotion, transfer, etc., cannot be decided on

this basis. For this purpose, appraisal of relevant skills is also necessary.
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13.6 Appraisal for Promotion

Performance appraisal has duality of objectives—evaluation of an employee in his

present role and his development for doing the present job in better way as well as to develop

him for the higher-order job. However, the performance of this higher- order job depends on

his potential in the light of the requirements of the new job, and, therefore, it is not necessary

that an employee who is doing well in his present job will do equally well in a higher-order job.

Thus, to determine an employee’s likelihood to succeed in the new job, potential appraisal is

carried. From this point of view, potential appraisal differs from performance appraisal; the

former is related to a future role while latter is related to the present role. For example, K.

Ramchandran, Director and Senior Vice-president (Human Resource and Operational Policy),

Philips India Limited, where potential appraisal is undertaken in a very systematic way, has

observed as follows:

“People are like icebergs. What you see above the surface (performance) is only a

small part. A large part of the attributes needed to perform excellently in a future job, which I

call potential, is not immediately visible, It is hidden below surface”

Potential appraisal discovers this hidden part in an individual. Some companies

integrate potential appraisal in its performance appraisal programme while many companies

take potential appraisal separately. Such companies are mostly associates of multinationals

like Philips, Hindustan Lever, Glaxo, P&G, etc.

However, promotion involves many factors besides potential appraisal.

13.6.1 Types of Promotion

Advancement within an organisation is ordinarily labelled as promotion which involves

a change from one job to another that is better in terms of status and responsibility. Ordinarily,

the change to the higher job is accompanied by increased pay and privileges, but not always.

The term ‘dry promotion’ refers to an increase in responsibility and status without any increase

in pay. On the basis of factors involved in promotion, it can be classified into two forms:

horizontal promotion and vertical promotion. In horizontal promotion, employee’s job

classification remains the same, only his position is increased. For example, a lower division

clerk may be promoted as upper division clerk with same job assignment and responsibility,

in vertical promotion, an employee crosses his job classification. This increases his

responsibility and status. For example, a superintendent becomes departmental manager.

William Spriegal has classified promotion in three parts: inter-departmental, departmental

and inter-plants on the basis of the place of posting of an employee after promotion.

13.6.2 Need for Promotion

It is emphasised that organisations should have proper and systematic promotion

policy. The question is: what specific purpose is served by promotion? In fact, the promotion

is highly desirable for both organisation and its members.
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1. Organisational Needs: No organisation can rely on outside recruitment to fill all its

requirements. It is true that certain jobs are similar in most of the organisations but

most jobs require some specialisation which can be acquired in a particular

organisation. Even the jobs which are not quite unique may require familiarity with the

people, procedures, policies and the special characteristics of the organisation in

which these are performed. Thus, promotional ladders are needed to funnel upward

those who have had broad experience in the organisation.

2. Providing Motivation. Promotion possibilities influence the behaviour of individuals

in the organisation. This stimulates organisations and individuals of greater abilities

to move ahead. Promotion is used as reward and as an inducement to better work

performance and other organisationally approved form of behaviour. People will work

harder if they feel this will lead to promotion. They have little motivation if they feel that

better jobs are reserved for outsiders.

3. Providing Satisfaction: Modern organisations provide numerous benefits to their

members. Promotions are highly desirable to individuals both for their intrinsic benefits

as well as their symbolic connotations of success values. Opportunities and clear

policies for promotion provide satisfaction to employees in the following manner:

(i) Employees get job satisfaction in the organisation.

(ii) Promotion provides economic and moral development in employees. They always

find avenues to move upwards.

(iii) They are able to increase their productivity for promotion which inculcates the

habit of learning new things.

(iv) Their morale remains high which is quite useful to employees as well as to the

organisation.

13.1 Basic for Promotion

Many complex and interrelated factors enter into the decision in a promotion system.

Management faces difficult task of deciding whom to promote since there are usually more

candidates than openings. The bases on which decision can be made concerning promotion

are: (i) merit, and (ii) seniority.

Promotion on Merit Basis :

Management personnel generally prefer merit as determined by job performance and

by analysis of employee’s potential for promotion. In this way, they ensure that competence

shall be the fundamental determinant of progress. If promotion is to be an incentive, the best

performing employee ought to be promoted. When merit is taken as base for promotion,

efficiency is ensured in the organisation.
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However, the argument for merit has little foundation unless conscientious and

systematic attempts are undertaken to measure merit. The main difficulty in weighing merit in

making a promotion decision is the lack of objective criteria. Test scores, performance

appraisal, analysis of behaviour can be taken for consideration, but there is no accurate

assessment procedure that is free of judgment.

Another problem in promotion by merit is the lack of knowledge of criteria by which

effectiveness or suitability for meeting promotion requirements are measured. An individual

may be quite competent for the present job, but his overall personality may not be suitable for

higher positions. If he is promoted on the basis of present knowledge criterion, he may fail at

higher position. Most managerial failures are caused by personality lacks, rather than

knowledge lacks, by a ratio of 10 to 1. The importance of personality factors indicates that the

present knowledge is not so important for promotion purpose.

In order to determine comparative merit for promotion, the specific traits, attitudes,

personalities and skills that make up merit and ability are frequently ambiguous. For this

reason, some organisations often rely on objective measurements—years of education, for

example. There are two main criteria for executive success. These are: (i) organisation’s

rank, and (ii) overall effectiveness ratings. Thus, these two factors can be taken for measuring

ability for promotion. However, these two criteria are quite difficult to apply and both are

conceptually weak. In spite of the various difficulties involved in measuring merit, it is taken as

base for promotion decision.

Promotion on Seniority Basis :

Distinguishing among persons on the basis of seniority is as old as civilisation itself.

Seniority is widely recognised in all types of organisations: military, government, and business

organisations. However, the extent to which promotions should be based on seniority is always

an area of dispute between employees’ unions and management. Seniority can be defined

as the length of recognised service in an organisation. Seniority and experience are not

necessarily equivalent, although they may be generally associated. Experience measured in

years has little value except as applied to particular individuals who make the experience

meaningful in on-going situations.

Determining Seniority : While determining the seniority of individuals in the

organisation, the rules should be carefully and specifically spelled out. If they are not, seniority

can generate more personnel problems than it can eliminate. There are four major tasks in

the design and establishment of a seniority system :

1. Accumulation of Seniority: Seniority’s greatest asset is its ability to distinguish

among all personnel on an objective basis. Therefore, the organisation must recognise

the exact length of service. Accumulation of seniority presents problems of defining

when seniority begins and the effect of interruptions in service. In such cases, there

should be specific rules to count seniority.
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2. Special Groups: The second task in establishing a seniority system is that of deciding

what groups are to be given special treatment in the form of exemptions from the

rules. This is commonly known as super-seniority. The labour unions generally require

that their officials should be awarded super-seniority over all others. The super-seniority

is granted to protect seniority of personnel of particular groups. In some situation

company should maintain exact and accurate seniority lists of all personnel.

3. Seniority Unit: Seniority can be counted on the basis of company, plant, division,

department, or occupation. Any one or all of these areas can be used for different

purposes. Generally for promotion purposes, the seniority is confined to occupational

area, whereas in the case of vacation choice it may be company-wide. However, it is

important specially to indicate the particular units in which seniority can be accumulated

and company should maintain exact and accurate seniority lists of all personnel.

4. Employment Privileges: In designing the seniority system, management should

emphasise clearly the employment privileges which seniority can affect and weight of

that effect. Certain employment factors, such as promotion, transfer, layoff, choice of

shifts, choice of vacation periods, separation, etc., are affected by seniority.

Promotion based on seniority has the following strengths :

1. Seniority as the basis for promotion is based on objectivity and equality. The use

of such criteria as performance appraisal, selection tests and superiors’ opinions

leads many employees to feel that promotions are not made fairly, which ultimately

result in declining morale and productivity. To avoid this difficulty, it is often

suggested that promotions should be based on seniority which is objectively

determined.

2. In a sense, to grant promotions on the basis of seniority is to reward employees

for loyalty. No one would deny that loyalty deserves reward. Organisations that

want to hold on to their employees and avoid costly turnover, a type of guaranteed

promotion plan may be an effective personnel policy.

3. Experience contributes ability, if it is meaningful. Up to some point, the longer an

employee works at one job, the more qualified he becomes for promotion to the

next higher job. Researches show that the employees with the longest service

often are better prepared for promotion that management is initially willing to

admit. However, beyond a certain level, continued service brings very little gain.

Promotion based on seniority alone has many limitations and weaknesses. It provides

scope for inefficiency as employees are assured of promotion after certain years of continued

service. Sometimes, experience and ability do not have any correlation. Individuals vary widely

in their ability to develop through experience. Some merely accept their daily experiences;

others deliberately seek and create experience opportunities for themselves.
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Merit vs. Seniority : Striking a Balance

Each basis of promotion has its own relative strengths and weaknesses. Every

organisation must decide on the relative weights it will give to merit and seniority in making

promotion decisions. Many organisations try to maintain a balance between merit and seniority,

and instead of taking a particular factor as the sole criterion, they take a combination of both.

Some organisations follow the practice where seniority governs completely the

promotion in the lower job classes, and merit governs completely the promotion in the higher

job classes. The primary reason behind this arrangement is the amount of influence an

employee can rightly be expected to exert in two types of jobs. In the lower jobs, where employee

is more restricted and controlled, knowledge factors are more important; in the higher jobs,

where the individual can exert a stronger influence on the manner in which job is performed,

personality factors are more important.

13.8 Barriers to Effective Appraisal

Appraisal of personnel, both performance and potential, is used by every organisation

either formally or informally. However, this is full of shortcomings and limitations. There are

certain barriers which work against the effective appraisal systems. Some of these barriers

are more pronounced in specific methods of appraisal; in some methods, these may be less

pronounced. Identification of these barriers is essential so that suitable measures may be

adopted to reduce their impact to a possible minimum level. The barriers to effective appraisal

may be grouped in three categories:

1. Faulty assumptions,

2. Psychological blocks, and

3. Technical pitfalls.

Faulty Assumptions :

Because of the faulty assumptions of the parties concerned—superior and his

subordinate—in appraisal system, it does not work properly or objectively. These assumptions

work against an appraisal system in the following manner:

1. The assumption that managers naturally wish to make fair and accurate appraisal

of subordinates is untenable. Both superiors and subordinates show tendencies

to avoid formal appraisal processes, as well as to heed them in their respective

work roles. Their resistance lies partly in their psychological characteristics, partly

in their organisational roles and partly in technical deficiencies and the unwise

management of appraisal policies and procedures.

2. Another faulty assumption is that managers take a particular appraisal system

as perfect and feel that once they have launched a programme, that would continue
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forever. They expect too much from it, and rely too much on it, or blame for their

faults. It should be recognised that no system can provide perfect, absolutely

defensible, appraisal devoid of subjectivity.

3. Managers sometimes assume that personal opinion is better than formal

appraisal and they find little use of systematic appraisal and review procedures.

However, this ‘management by instinct’ assumption is not valid and leads to bias,

subjectivity and distorted decisions based on partial or inaccurate evidence.

4. Managers’ assumptions that employees want to know frankly where they do stand

and what their superiors think about them are not valid. In fact, subordinates

resist to be appraised and their reaction against appraisal has often been intense.

As such, they tend to defeat the basic purpose of appraisal by providing

camouflaged information as far as possible.

Psychological Blocks :

The value of any tool, including performance appraisal, lies largely on the skills of the

user. Therefore, the utility of performance appraisal depends upon the psychological

characteristics of managers, no matter whatever the method used. However, research tells

more about the inhibiting rather than, the facilitating characteristics of people. There are several

psychological blocks which work against the effectiveness of an appraisal system, These

are: managers’ feeling of insecurity, appraisal as an extra burden, their being excessively

modest or sceptical, their feeling to treat their subordinates’ failure as their deficiency, disliking

of resentment by subordinates, disliking of communicating poor performance to subordinates,

and so on. Because of these psychological barriers, managers do not tend to become impartial

or objective in evaluating their subordinates, thereby defeating the basic purpose of appraisal.

Technical Pitfalls :

The design of performance appraisal forms has received detailed attention from

psychologists, but the problem of finding adequate criteria still exists there. At best, appraisal

methods are subjective and do not measure performance in any but in the most general

sense. The main technical difficulties in appraisal fall into two categories: the criterion problem

and distortions that reduce the validity of result.

1. Criterion Problem: A criterion is the standard of performance that the manager desires

of his subordinates and against which he compares their actual, performance. This is

the weakest point in appraisal procedure. Criteria are hard to define in measurable,

or even objective, terms. Ambiguity, vagueness and generality of criteria are difficult

hurdles for any process to overcome. Traits too present ambiguity. A particular trait is

hard to define and variations of interpretation easily occur among different managers

using them.
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2. Distortions: Distortions occur in the form of biases and errors in making the evaluation.

Such distortions may be introduced by evaluator consciously or unconsciously. An

appraisal system has the following possible distortions :

(a) Halo Effect: This distortion exists where the rater is influenced by ratee’s one or

two outstandingly good (or bad) performances and he evaluates the entire

performance accordingly. Another type of halo effect occurs where the rater’s

judgement is influenced by the work team or informal group with which a

subordinate associates. If the group is not well liked, this attitude may work in the

rating of the individuals on it, apart from the actual performance.

(b) Central Tendency: This error occurs when the rater marks all or almost all his

personnel as average. He fails to discriminate between superior and inferior

persons. This may arise from the rater’s lack of knowledge of individuals he is

rating, or from haste, indifference, or carelessness.

(c) Constant Errors: There are easy raters and tough raters in all phases of life.

Some raters habitually rate everyone high; others tend to rate low. Some rate on

potential rather than on recently observed performance. In such a situation, the

results of two raters are hardly comparable.

(d) Rater’s Liking and Disliking: Managers, being human, have strong liking or

disliking for people, particularly close associates. The rating is influenced by

personal factors and emotions and raters may weigh personality traits more

heavily than they realise. Raters tend to give high rating to persons whom they

like and low rating whom they dislike.

OVERCOMING BARRIERS TO APPRAISAL :

Systematic performance appraisal is a measurement process and as such must be

reliable, which means that it must be accurate and consistent. Two main obstacles come in

the way of reliable appraisal system: technical characteristics of the system itself and the

abilities of the appraiser to exercise objective judgement and apply the tools provided. Taking

appropriate actions in this direction may reduce the impact of these obstacles if not altogether

eliminate them. Following measures may be taken:

1. The reliability of rating system can be obtained by comparing the rating of two

individuals for the same person. It can also be obtained by comparing the

supervisor’s rating given now to another rating in future. Moreover, the degree of

reliability in an appraisal system cannot be as high as psychological test; it is

essentially an attempt to objectively estimate and it deals with more intangible

subjects. Thus, one should go for satisfactory level of reliability only.

2. The appraisal system can be designed to help in minimising undesirable effects.

The system should focus on objective analysis of performance in terms of specific

events, accomplishments or failures. The raters may be required their ratings

through as much continuous and close personal observation as possible.
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3. The ratings must be made by the immediate superiors, however, a staff

department can assume the responsibility of monitoring the system. Though the

staff department can not change any ratings, it can point out inconsistencies to

the rater, such as harshness, leniency, central tendency, and so on.

4. The rating should be reviewed with the ratee. This process helps in several ways.

It helps him to know where he stands, what he is expected to do, what are his

strengths and weaknesses, and what further actions he should take. This not only

puts subordinates in a position to improve performance, he also minimises his

resistance to appraisal if a proper atmosphere has been created.

5. To make appraisal system effective, it should be backed by effective feedback

system, which is often a missing link in appraisal system. Employees often feel

scared if the post-appraisal feedback is not provided or feedback becomes

threatening., The managers should realise that performance appraisal is not just

a fault-finding system but it is meant for improving performance by indicating

where an employee lacks and how it can be overcome.

6. The last factor but the most important one for effective appraisal system is the

supportive management philosophy. Without an appropriate basic philosophy to

generate the continuous support of all the managers, appraisal system can not

succeed. The philosophy must pervade the organisation with good examples

from top management. It should be remembered that establishing the climate in

which appraisals are effective and reliable takes time and patience. Goal-oriented

climate, in which informality is the keynote of work relationships, communications

and the conduct of business among employees at all levels, favours the

development of effective performance appraisal methods.

13.9 Summary

Job evaluation is an important issue in staffing function of management though it is not

undertaken frequently. Job evaluation is the process of determining the relative worth of

different categories of jobs by analysing their responsibilities and, consequently, fixation of

their remuneration. International Labour Organisation (ILO) has defined job evaluation as

follows:

“Job evaluation is an attempt to determine and compare demands which the normal

performance of a particular job makes on normal workers without taking into account the

individual performance of the workers concerned”

The definition of job evaluation provided by ILO has been adopted by others. For

example, French has defined job evaluation as follows :

“Job evaluation is a process of determining the relative worth of the various jobs within

the organisation, so that differential wages may be paid to jobs of different worth. The relative
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worth of a job means relative value produced. The variables which are assumed to be related

to value produced are such factors as responsibilities, skills, efforts and working conditions”

Objectives of Job Evaluation :

The basic objective of job evaluation is to determine the relative contributions that the

performance of different jobs makes towards the realisation of organisational objectives.

This basic objective of job evaluation serves a number of purposes which may be grouped

into three categories: wage and salary fixation, restructuring job hierarchy and overcoming

anomalies:

Wage and Salary Fixation :

The basic principle of wage and salary fixation is that it should be based on the relative

contributions of different jobs and not on the basis of who the job holders are. If this principle

is adopted, the first requirement is to identify the likely contributions of different jobs. This is

what job evaluation precisely does. It provides the information about what is the worth of a job

in terms of its contributions to the achievement of organisational effectiveness. From equity

point of view, this method is more appropriate.

Restructuring Job Hierarchy :

Job evaluation helps in restructuring job hierarchy. Job hierarchy refers to arranging

various types of jobs in the order of their importance either on ascending basis or descending

basis. Sometimes, job hierarchy becomes too lengthy creating administrative problems and

creating organisational problems by increasing the number of levels in the organisation. In

today’s context, more emphasis is being put on flat structure instead of tall one. Job evaluation

exercise can be undertaken to reduce the number of job levels by merging closely related

jobs together. For example, successive Pay Commissions appointed by Government of India

have recommended reduction in number of pay scales by merging two or more scales into

one in order to reduce their number in job hierarchy.

Overcoming Anomalies :

Job evaluation, if carried on periodically and objectively, helps in overcoming various

anomalies which may develop in an organisation over the period of time with regard’ to

compensation management. There are following anomalies and evils which may develop in

an organisation and may be overcome by job evaluation:

1. Payment of high wages and salaries to persons who hold jobs and positions not

requiring great skill, effort and responsibility;

2. Paying beginners less than that they are entitled to receive in terms of what is

required of them;
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3. Giving a raise to persons whose performance does not justify the raise;

4. Deciding rates of pay on the basis of seniority rather than ability;

5. Payment of widely varied wages and salaries for the same or closely related

jobs and positions; and

6. Payment of unequal wages and salaries on the basis of race, sex, religion, or

political differences.

Job Evaluation and Performance Appraisal :

Sometimes, a misplaced perception arises in which job evaluation is equated with

performance appraisal. This happens because of the contribution of both in, wage/salary

determination. However, both are quite different concepts, use different methods and have

different objectives.

Comparison of job evaluation and performance appraisal 

1. It evaluates the job and not the job 

holder. 

1. It evaluates the job holder on the basis 

of his job performance. 

2. The job is evaluated before the job 

holder is appointed to perform the 

job. 

2. Evaluation is done after the employee 

has performed the job. 

3. Once job evaluation is done, it is 

applicable over a number of years. 

3. Appraisal is a continuous process and 

is under-taken every year. 

4. Evaluation is done by a committee 

consisting of specialists in the 

relevant areas. 

4. Appraisal is done by the concerned 

superiors and other persons who know 

about the employees concerned. 

5. Job evaluation is not adopted by 

all organization even the large 

ones. They may follow the 

generally accepted prevailing 

practices. 

5. Appraisal is undertaken by all 

organisations on regular basis, either 

formally or informally. 

6. The basic objective is to measure 

the relative worth of a job in 

comparison to other jobs. 

6. There are many objectives of appraisal: 

wage/ salary increase, promotion / 

demotion, transfer, assessing training 

needs. 
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13.10 Questions for Exercise

1. What do you mean by performance appraisal? Discuss its need and importance

in an organisation.

2. "Performance appraisal is the systematic evaluation of the individual with respect

to his performance on the job and his potential for development". What are the

options open to you in the design of a performance appraisal system to achieve

this goal?

3. There are two approaches of appraisal — trait and result. Discuss how these

are carried out. Under what circumstances are these effective?

4. Performance appraisal by objectives is considered to eliminate the subjectivity

in appraisal. Do you agree? Give reasons in support of your view.

5. What is the need of promotion in an organisation? Indicate the extent to which

seniority should be weighted as compared to merit for promotion.

6. Discuss the relative merits and limitations of policy of 'promotion from within' and

the policy of 'open competition' for selecting managerial personnel.

7. What do you mean by job evaluation? How does it differ from performance

appraisal? What are the uses of job evaluation?

8. Discuss various methods of job evaluation and their effectivness in evaluating

different jobs.
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