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ABSTRACT 

Performance appraisal, though an important function of human resource/personnel 
management, has not received the degree of concern it deserves. This function, if properly 
exercised by organizations, can serve a number of purposes, mainly administrative and 
developmental in nature. However, despite these intended goals, performance appraisal seems 
not to be effective in most cases mainly due to the subjective nature of criteria (standard) of 
performance, lack of rater understanding of or inadequate training on performance appraisal, 
which consequently led to the less importance and emphasis attached to it. 

For an appraisal system to meet its desired goals, questions such as: 'What purposes should it 
serve?' 'Who should be in charge of evaluating performance?' 'What aspect of performance 
shall be appraised?' 'What method(s) should be adopted?' 'How often should appraisal 
conducted?' 'What does employee participation in and their perception towards the system 
look like?' 'What potential problems are encountered in the process and how can they be 
overcome?' and 'What is the importance of giving feedback and handling post assessment 
performance discussions with employees?' need to be addressed properly. 

This study has tried to address each of the above and other related issues by taking Dashen 
Bank S. C. as a case study organization. Accordingly, samples from the Bank's staff members 
(both supervisors or managers and non-supervisors) were selected and administered 
questionnaires and some interviewed with the objective of assessing the effectiveness of the 
appraisal system. The results are presented in this paper. 

While the practice by Dashen Balik S. C. has been that immediate supervisors are the people 
in charge of appraisillg employees, response from the sample respondents has indicated that 
others such as peers, subordillates, customers, or any combinatioll of these should be allowed 
to participate if the process is expected to be more effective. It is idelltified that the appraisal 
format addresses differellt aspects of employee performance with traits being the dominant 
olles. It is also found out that the Bank adopts the rating scales method of appraisal. Although 
the existing practice of appraising employees twice a year has got the highest support among 
the sample respondents, some have suggested a more frequent time period for increased 
effectiveness. Employee participation in the appraisal process is set at a low level. Most of the 
non-supervisory respondents perceived performance appraisal as a punishment tool 
cOlltributing little to motivation while their supervisory counterparts perceived it as an 
administrative and developmental tool. Owing to subjectivity (non-job-relatedness) of most of 
the performance criteria in use, problems related to measurement, rater bias, and lack of 
appropriate rater training are seen to characterize the Bank's appraisal system. Problems are 
always prevalent and what one should be concerned about is on how to overcome them. 
Irrespective of how they are handled, the appraisal system of the Bank is found to encourage 
giving performance feedback alld handling post assessmellt interviews with employees. 
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Chapter one 

INTRODUCTION 

1.1. Background of the study 

As a service giving organization, the most important thing about a bank is the people who 

compose the bank's staff. Without an adequate number of the right solt of people with 

appropriate training, qualifications and experience, a bank cannot do a good job. No matter 

how fine the building and the equipment, nor how perfect the systems and policies, there is 

no subst itute for an adequate and capable staff (Kennedy, 1969, pp. 17). 

Customer goodwill is a valuable asset. A bank's employees, through their daily contacts with 

customers, are the ones who, for the most part, determine the quality of its services and 

public relations (Kennedy, 1969, pp. 17). 

Human resources are among the fundamental resources available to any organization. 

Successful managers recognize that human resources deserve attention because they are a 

significant factor in top management strategic decisions that guide the organization's future 

operations. Three crucial elements are needed for finns to be effective: mission & strategy, 

organization structme, and human resource management. However, people are the basic 

resources who do the work and create the ideas that allow the organization to surVive 

(Ivancevich & Glueck, 1989, pp. 5-15). 

Human resource management (HRM) is a key ingredient affecting organizational 

competitiveness and its ability to fulfill its mission. The effectiveness of an organization in 

providing a product or service that fits customers' needs is critical if it is to survive. That 

product or service is provided in part (or entirely) by people. Employees are not only among 
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the most important resources a firm has; they also sometimes are among the most 

problematic (Mathis & Jackson, 1997, pp. 4-5). 

If the objectives of HRM are to be accomplished, top managers will have to treat the human 

resources of the firm as the key to effectiveness. To do this - to accomplish the important 

object ives of HRM - management must regard the development of superior human resources 

as an essential competitive requirement that needs careful planning, hard work, and 

evaluation (Ivancevich & Glueck, et. al. ) 

Given these ind ispensable contributions (ro les) of human resources to organizational 

effectiveness , the need for a system to properly assess their performance towards 

accomplishment of organizational and/or personal goals is a matter not to be compromised at 

all. Performance appraisa l is such a function in HRM aiming at enhanc ing organizational 

productivity through provision of information on employees' job-related performances. 

Brief history of the commercial banking industry in Ethiopia 

A reference to the Ethiopian history reveals that the first bank in the country, Bank of 

Abyssinia was founded during the reign of Emperor Menelik II in February 1905. Due to a 

fore ign domination of its management (mainly the British) , the then Bank of Abyssinia was 

forced to dissolve and in its place was established the Bank of Ethiopia in 1931 whose 

management was still left to foreigners due to the then lack of skilled manpower in the 

country. The Bank of Ethiopia was later replaced by the State Bank of Ethiopia soon after the 

war with Italy. The latter was the first bank in the country fu lly controlled and owned by the 

Ethiopian government. In the mean time, however, a number of foreign banks had opened 

their branches in the country, most of them with an interest to have control over the nation 's 



economy. It was the State Bank of Ethiopia that gave rise to the present Commercial Bank of 

Ethiopia (CBE) and National Bank of Ethiopia (NBE). 

During the Dergue reign, CBE had remained as the only participant ill the country's 

commercial banking sector. However, following the 1991 takeover by the present 

government and accompanying encouragement of private investment, a number of private 

banks have emerged in the country's financia l sector. At present , there are nine commercial 

banks in the country (of which two are governmental and the rest private) that are in 

operation. Data gathered from the respective banks' annual reports indicates that the 

commercial banking sector has given employment opportunities to about 14,354 people as of 

June 30, 2006. (See Appendix IV for details) . 

Trends and nature of banking 

The trend in commercial banking is that it is becoming one of the most globalized services. 

Accordingly, the local banks should not expect to face competition only domestically but 

should be alert enough to strategically position themselves in the increasing competition that 

is forthcoming as a consequence of globalization and the coming into picture of well 

organized and modern service giving entities that take into account the increasing demand of 

customers. As a highly sensitive service giving activity, banking requires highly committed 

and involved staff so as to ensure maximum satisfaction of customers who are the corner 

stones for the very survival of the sector and other stakeholders. As such, unlike other 

businesses, since banks primarily deal with financial resources, certain qualities, such as 

integrity, dependability, trustworthiness , cooperat iveness, etc. are required of members apart 

from the required skills and knowledge, to keep customers' confidence at the highest level. 
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Brief history of Dashen Bank S.C. 

Dashen Bank is one of the privately owned commercial banks in the country incorporated 

under the Commercial Code of Ethiopia, 1960. It was established II years back with the 

following vis ion and miss ion statements: 

Vision Statement: 

"Inasmuch as Mount Dashen excels all other mountains in Ethiopia, Dashen Bank 

continues to prove unparalleled in banking services" 

Mission Statement: 

"Provide efficient and customer focused domestic and international banking services, 

overcoming the continuous challenges for excellence through the application of 

appropriate technology" 

The bank has succeeded to raise its number of branches (area banks, as they are called) from 

13 by the end of June 1997-first year of operation- to over threefold, i.e. , 40 by end of April 

2007. It is gathered that 21 of the total area banks are located in Addis and the rest are 

located in the major cities and towns of the nation. It has also managed to secure a total 

workforce of 1,595 by the end of April 2007. This total workforce can be broadly classified .. 

as managerial (171) and non-managerial (l,424) in terms of job positions available in the 

bank. Classification by gender of the total staff indicates that 1,051 are male and the 

remaining 544 are female. For performance appraisal purposes, the slaff is classified as 

supervisory, clerical and non-clerical. 

1.2. Statement of the problem 

Improving organizational productivity (performance) has become one of the overriding goals 

of human resource management. Organizational performance is the synergetic sum total of 

the performance of all employees in the organization. This being the fact, employee 

3 



performance has to be closely planned, coached, and appraised to ensure that it is in line with 

the interests of organizations. However, it seems that performance appraisa l is not given the 

proper attention by most organizations in the country and is exercised periodically more as a 

usual pract ice than as a too l of motivation on the basis of which various administrative and 

developmental decisions are taken. 

Although the student researcher has not come up with documentary evidences, it is evident 

that performance related problems would be among the major reasons underlying the high 

staff turnover, low productivity and increasing number of customer complaints many 

organizations are experiencing. 

Moreover, most organizations do not have a formal practice of giving performance feedback 

to their employees on a timely basis and do not encourage their managers to engage in 

appraisal discuss ions, which help make employee performance related problems expl icit 

thereby enhancing organizational productivity through motivating employees to improve 

their performance. Consequently, it is not unusual that most employees perceive performance 

appraisal as eva luat ive in which case they consider it as a tool of punishment for unfavorable 

performance, even as a threat to their stay with the organization, than as one that aims at 

stimulating better future performance through enabling employees to learn from the ir past 

mistakes so that they contribute their best to the good of both palties in the future . 

At last, certain factors related both to the instrument of appraisal and the appraiser seem to 

undermine effective utilization of the performance appraisal system. It is not unusual to find 

appraisa l instruments (forms) burdened with non-job-related criteria aga inst which 

employees' job-related performances are apt to be evaluated. This subjectivity embodied in 
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appraisal instruments, added to lack of rater training and personal bias, is a challenge for 

performance appraisal systems in meeting their intended purposes. 

This case study research was conducted to evaluate the performance appraisal practices of 

Dashen Bank S.c. Strengths and weaknesses of the appraisal system are pinpointed. Finally, 

recommendations that are believed to solve any flaws encountered in the system are 

proposed. 

1.3. Research Questions 

This research has tried to give answers to the following research quest ions. 

o What does the performance appraisa l process of the Bank look like? 

o Is the performance appraisa l system of the Bank meeting its intended objectives and 

how do employees perceive the system? 

o Are the criteria used in the system appropriate? 

o What are the major problems underlying the appraisal system of the Bank? 

1.4. Objectives of the study 

The study has the genera l object ive of assess ing performance appraisal practice of Dashen 

Baruc S.C. and recommending so lutions for problems related to the subject matter. 

With the above general objective, the study will have the following specific objectives: 

• To identify what roles (purposes) performance appra isal system serves and how 

employees perceive the system 

• To identify who would be involved in appraising performance and what aspects of 

performance would be appraised by those involved 
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• To see what methods are ava ilable to appraising performance and assess the 

frequency of the appraisal practice 

• To uncover potential problems related to performance appraisal and state ways of 

overcoming those problems 

• To help suggest whether employees should participate m setting their own 

performance objectives 

• To find out and assess the factors that should be considered in performance appraisal 

• To see whether appraisers provide timely feedback and conduct post assessment 

discuss ion with employees and whether employees should have access to their rating 

results 

• To recommend possible solutions for any pitfalls uncovered in the empirical findings 

1.5. Significance of the study 

The study has the following Significances: 

• To serve as a reference material for both academicians and practitioners. 

• It initiates the concerned organization to reassess its existing practices and put a 

renewed emphasis on this undermined and yet core human resource functions -

performance appraisal with a view to maximizing its benefits. 

• It initiates other interested researchers to carry out more extensive studies in the area. 

1.6. Methodology 

The study has used the survey research method. The target population o f the study comprises all 

employees of Dashen Bank S.c. (managers as well as non managers) working at the head office 

and eight selected area banks located in Addis Ababa. The area banks and respondents were 
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selected on the basis of a criterion which demands at least two years of stay in operations for the 

former and the same length of service for the latter. The respondents have at least two years of 

service in the Bank which is believed to give them enough exposure to the performance 

appraisal practices of the bank. 

1.6.1. Sampling Design 

In selecting the research subjects , both judgment and stratified random sampling are used. 

Judgmental sampling is used to select the eight area banks located in Addis Ababa that are 

considered for the study. Accordingly, those area banks meeting the minimum operational 

requirements and having staff with the desired experience and representativeness were selected. 

Of the total of 749 employees that ex ist in the head office and the selected area banks (397 in the 

Head Office and 352 in the area banks) as at April 30, 2007, 70% were estimated to have a 

working exper ience of two or more years in the bank. 

For purposes of administering questionnaires, the e lig ible sta ff was stratified into two broad 

categories: supervisory (managerial) and non-supervisory. Therefore, questionnaires were served 

to a total of 110 respondents: 10% of the total head office and 20% of the total selected area 

banks' population. Of the 110 questionnaires distributed (70 for non-supervisory and 40 for 

supervisory), 106 have been collected. 

1.6.2. Data sources, collection methods and instruments 

The stud y has made use of both primary and secondary data in its construction. Primary data 

was collected mainly through questionnaires of both types (closed-ended and open-ended) as 

well as through interviewing concerned human resource staff. Accordingly, two types of 

questiorll1aires, one for managerial (supervisory) and the other for nonsupervisory 

respondents, were served. 
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Secondary sources such as, published books, company appraisal forms , and the Internet have 

also been extensively reviewed as references. 

1.6.3. Data management (Analysis) 

A descr iptive method is used to present and interpret the data collected on various dimensions of 

the appraisa l system. Frequency Tables along with percentages are also employed to analyze the 

responses of employees on those dimensions. 

1.7. Limitation of the study 

The study has covered those employees working in the Head Office and those area banks located 

in Addis Ababa City Administration for the last two years. Hence, it has not considered the 

views and opinions of those working in outlying area banks. No distinction has been made 

between managerial appraisal and employee appraisa l. Rather, all staff have been sometimes 

treated under the general heading of 'employees'. 

1.8. Organization of the study 

The study is organized under four chapters. The introductory part bears background information, 

statement of the problem, objectives, significance of the study, the methodology used to conduct 

the study, and limitations of the study. The second chapter deals with review of related literature. 

The third chapter presents the empirical findings hom assessment of the performance appraisal 

practice of Dashen Bank S.C. where in the data gathered are analyzed and interpreted. In the 

fourth and last chapter, conclusions and recommendations are provided. 

8 

• 



CHAPTER TWO 

REVIEW OF LITERATURE 

2.1. Overview of the performance appraisal system 

Performance appraisal (PA) has developed over the course of a century into a complex and 

costly management support too l. Although object ive appra isa l systems provide accurate 

measures of employee performance, they require both organizational support and 

maintenance. 

For supervisors and managers, the appraisa l system is an instrument. How they use it will 

depend on both their perception of the organization's needs and how we ll they have been 

trained in its use (Daley, 1992, p. 39-49). 

When the quality of an individual' s work performance is examined, PA is the preferred 

instrument. Ideall y, PA is a lens that focuses the decision-making process on the appropriate 

job-related criteria. It becomes the means for assuring that a career is opened to talent and 

that the ind ividual is rewarded meritorious performance (Daley, 1992, p. 39-49). 

An organization's continuous effort to improve the quality of the performance of its 

employees depends, in part, on so me estimate of the current level of performance compared 

to the level desired. Selection and promotion procedures, training programs, and steps taken 

to improve worker motivation are all evaluated, in part, by estimating the quality of the 

performance of the people involved. 

The question, then, is not whether an organization should have a rating program but, rather, 

what kind of program it is to be. For the small organization, where everyone knows everyone 

else, the most informal evaluations are probably adequate. But larger organ izations find that 
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a systematic rating procedure is essential to efficient operation, because without it there is no 

record of an individual 's progress and no meaningful way to compare his performance with 

that of people in similar jobs in other parts of the organization (Barret, 1966, pp. 1-2). 

The largest single cost over which the typical organization has direct control is that of its 

payroll, but, paradoxically, most organizations keep better records concerning the quality of 

the performance of the ir machines, plant and equipment than they do of their people (Barret, 

1966, pp. 1-2). 

Various academicians and researchers on human resource management have defined 

performance appraisal in different ways. Deanne N. den Hartog, Paul Boselie and Jaap 

Paauwe (2004) in their article entitled "Performance Management: A Model and Research 

Agenda" (p. 556-569) have cited the following definitions of performance appraisal: 

• Performance appraisal is the system whereby an organization assigns some 'score' to 

indicate the level of performance of a target person or group (DeNisi, 2000). 

• Performance appraisal is a system of review and evaluation of an individual's (or 

team's) performance (Mondy et a1. (2002). 

• Fletcher (2001) defines performance appraisal more broadly as "activities through 

which organizations seek to assess employees and develop their competence, enhance 

performance and distribute rewards" (p. 473). Defined as such, performance appraisal 

is an important pan of performance management. 

Robert L. Mathis and John H. Jackson (1997) defined performance appraisal as the process 

of evaluating how well employees do their jobs compared with a set of standards and 
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communicating that informat ion to those employees. It also has been ca lled employee rating, 

employee evaluation, peiformance review, peiformance evaluation, and results appraisal. 

Realistic, measurable, clearly understood performance standards benefit both the 

organization and the employees. In a sense, standards show the "right way" to do the job. It is 

important to establish standards before the work is performed so that all involved will 

understand the level of accomplishment expected. 

Standards often are established for quantity of output, quality of output, timeliness of results, 

manner of performance and effectiveness in use of resources. 

2.2. Purposes of performance appraisal 

PA is a pivota l management technique. It is used in judgmental workforce decis ions, such as 

promotion, demotion, retention, transfer, and pay and for employee development via 

feedback and training ; it also serves the organization as a means for validating selection and 

hiring procedures, promoting employee-supervisor understanding, and suppOlting an 

organizations culture (Daley, 1992, p. 39-49). 

Performance appraisal serves a number of purposes ill organizations. In general terms 

performance appraisal has two ro les in organization, which are often seen as potentially 

conflicting. These are administrative and developmental ro les. Performance appraisals can be 

sometimes conducted for personnel research purposes (Mathis & Jackson, pp. 344). 

Those who favor formal performance eva luation contend that it serves several purposes, 

which are essentia lly extensions of the above two major roles (Ivancevich & Glueck, 1989, 

and Robbins, 1996). The following are some of them: 
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Developmental purposes. PA can determine which employees need more training 

and helps evaluate the results of training programs. It helps the subordinate-supervisor 

counseling relationship, and encourages supervisors to observe subordinate behavior to help 

employees. They pinpoint employee skills and competencies that are currently inadequate but 

for which programs can be developed to remedy. Similarly, the effectiveness of training and 

development programs can be determined by assessing how well those employees who have 

participated do on their performance evaluation. 

Reward and compensation purposes. PA helps the organization decide who 

should receive pay raise and promotions. It can determine who will be laid off. It reinforces 

the employee's motivation to perform more effectively. PA also provides information that 

can be used to determine what to pay and what will serve as an equitable monetary package. 

Decisions as to who gets merit pay increases and other rewards are frequently determined by 

performance evaluations. 

Motivational purposes. The presence of an evaluation program has a motivational 

effect: it encourages initiative, develops a sense of responsibility, and stimulates effort to 

perform better. What defines performance in the expectancy model of motivation is the 

individual 's performance evaluation. To maximize motivation, people need to perceive that 

the effort they exert leads to a favorable performance evaluation and that the favorable 

evaluation will lead to the rewards they value. 

Following the expectancy model of motivat ion, if the objectives that employees are expected 

to achieve are unclear, if the criteria for measuring those objectives are vague, and if the 

employees lack confidence their efforts will lead to a satisfactory appraisal of their 

performance or believe there will be unsatisfactory payoff by the organization when their 
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performance object ives are achieved, one can expect individuals to work considerab ly below 

their potential. 

Legal compliance. It serves as a lega lly defensible reason for making promotion, 

transfer, reward , and discharge decisions. 

Personnel and employment planning purposes. PA serves a valuable input 

to skills inventories and personnel planning. Perfolmance evaluations can be used as criterion 

against which se lection and development programs are validated. Newly hired employees 

who perform poorly can be identified through performance appraisal. 

Communications purposes. Evaluation is a basis fo r an ong0 1l1g discuss ion 

between superior and subordinate about job-related matters. Through interaction, the parties 

get to know each other better. Evaluations fu lfill the purpose of prov iding feedback to 

employees on how the organization views their perfo rmance. 

2.3. Performance appraisal as part of the performance 

management system 

Most people think that "performance management" and "performance appraisal" are one and 

the same thing. Performance appraisal is the process by which an individual's job 

performance is assessed and evaluated. It answers the question, "How we ll has the employee 

performed during the period of time in question?" Thus it is only a part of performance 

management (Bacal, 1999, pp. 93). 

Performance management , according to Bacal (1999, pp. 3-5) is an ongo ing communication 

process, undertaken in partnership , between an employee and his or her immediate supervisor 

that invo lves establishing clear expectat ions and understanding about : 
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• The essential job functions the employee is expected to do 

• How the employee's job contributes to the goals of the organization 

• What "doing the job well" means in concrete terms 

• How employee and supervisor will work together to sustain, improve or build on 

existing employee peljormance 

• How job peljormance will be measured 

• Identifying barriers to peljormance and removing them 

Thus, it advisable that organizations exercise performance appraisal as one of this ongoing 

communication process so that they can reap the benefits associated with it. It is also when 

performance appraisal is looked at in this way that employees' perception of it as a 

developmental tool, rather then merely an evaluative instrument, can be enhanced. 

According to Roberts (2001, pp. 506-558) performance management invo lves the sett ing of 

corporate, departmental, learn, and individual objectives (sometimes labeled "policy 

deployment", the cascading down of strategic objectives to a meaningful set of targets for 

every individual involved); the use of performance appraisal systems; appropriate reward 

strategies and schemes; training and development strategies and plans; feedback, 

communication, and coaching; individual career planning; mechanisms for monitoring the 

effectiveness of performance management system and interventions and even culture 

management. Thus, performance management involves the day-to-day management, as well 

as the SUppOlt and development of people. 

14 



2.4. Who should appraise? 

A rating program should help by ensuring that raters have an opportunity to observe the 

performance they rate, have ability to make sound judgments, and use appropriate standards 

against which to rate (Barret, 1966, pp. 99-101). 

OBSERVATION. Observation is obviously the first step in any rating procedure. The 

rater must collect some information about the persons rated, whether it be by direct 

observation, study of records, or interviews with others who have direct knowledge of 

performance. What he/she needs is sufficient observation of pertinent data to can'y through 

the succeeding steps of the rating process 

JUDGMENT. Once the observations have been complete, the rater must evaluate what he 

has seen and record his/her impressions. The rater must have a clear picture of what is 

required of the job and the standards of satisfactory performance. He/she must understand the 

purpose of the rating and what is expected to do. All these tasks call for intelligence and 

experience. The less able supervisor tends to honor the conservative, cooperative subordinate 

who doesn' t threaten him/her. 

POINT OF VIEW. The rater who had adequate opportunity to observe, and who 

possesses the equipment for making an adequate judgment, is not yet in a position to make a 

rating, because he must fit what he has observed into his own value system, which provides 

him/her with the standards against which to judge what he/she has seen. He/she must select 

from the countless incidents he/she observed those which are pertinent to the rating task at 

hand. He/she must then decide whether what he/she observed is good or poor, satisfactory or 

undesirable. It is at this point that his/her own personality, experience, and personal values 

enter the rating. 
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POSITION. The position of the rater relative to the person being rated determines, in part, 

the extent and nature of his oppOltunity to observe the quality of his judgment and the 

appropriateness of his/her point of view. 

By tradition, a manager 's authorit y typically has included appra ising subordinates' 

performance. The logic behind this tradition seems to be that smce managers are held 

responsible for the ir subordinates ' performance, it only makes sense that these managers do 

the evaluating of that performance. However, others may actually be able to do the job better 

(Robbins, 1996, pp. 65 1). Among these are: 

Immediate supervisor. Traditional rating of employees by supervisors is based on 

the assumption that the immediate supervisor is the person most qualified to evaluate the 

employee's performance realistically, objectively, and fairly. The unity of command notion-

the idea that every subordinate should have onl y one boss - underlies this approach. The 

advantage to this source of appraisal is that supervisors are responsible for managing their 

subordinates and they have the 0ppOltunity to observe, direct and control their subordinates 

continuous ly. Moreover, supervisors are accountab le for the successful performance of their 

subordinates. 

On the negat ive side, immediate supervisors may emphasize certain aspects of employee 

performance to the neglect of others. Also mangers have been known to manipulate 

evaluations to justify their decisions on pay increases and promotions. 

Managers and employees evaluate performance appraisal systems on different bases. 

Managers tend to evaluate the systems on how well they aid in communicating with 

employees about their performance levels and if they aid in enhanc ing better performance 

(Mathis & Jackson, pp. 347-348). 
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Employees rate the fairness of a performance appraisal higher if the following characteristics 

exist: 

• Ratings are based on actual performance 

• Standards are consistently applied 

• Two-way communication is allowed during the interview 

Peers. Peer evaluations are one of the most reliable sources of appraisal data. First, peers 

are close to the action. Daily interactions provide them with a comprehensive view of an 

employee's job performance. Second, using peers as raters results in a number of 

independent judgments. A boss can offer only a single evaluation, but peers can provide 

multiple appraisal. And average of several ratings is often more reliable than a single 

evaluation. On the downside, peer evaluations can suffer from coworkers' unwillingness to 

evaluate one another and from friendship-based biases. Moreover, peer appraisal may be 

reliable if the work group is stable over a reasonably long period of time and performs tasks 

that require interaction. 

Self appraisal . If individuals understand the objectives they are expected to achieve and 

the standards by which they are to be evaluated, they are to a great extent in the best position 

to appraise their own performance. It is also appropriate under conditions where an employee 

is working in isolation or possesses a unique skill in which case he/she may be the only one 

to rate his/her behavior. Essentially, it is a self-development tool that forces employees to 

think about their strengths and weaknesses and set goals for improvement. Also, since 

employee development means self development, employees who appraise their own 

performance may become highly motivated. Having employees appraise their own 

performance is consistent with values such as se lf-management and empowerment. 
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On the negative side, se lf eva luat ions get high marks from employees themse lves; they tend 

to lessen employees' defensiveness about the appraisal process; and they make excellent 

vehicles for stimulating job performance discussions between employees and their superiors. 

However, they suffer from overinflated assessment and self-serving bias. Thus, because of 

these serious drawbacks, se lf appraisals are probably better suited to developmental uses than 

evaluative purposes. 

Immediate subordinates. The concept of having supervisors and managers rated by 

employees or group members is being used in a number of organizations today. A prime 

example of this type of rating takes place in colleges and universities where students evaluate 

the performance of professors in the classroom. There are three primary advantages to this 

source of appraisal. First, in situations where manager-employee relationships are critical, 

employee ratings can be qu ite useful in identifying competent managers. Second, this type of 

rating program can help make the manager more responsive to employees, though this 

advantage can quickly become a disadvantage if it leads the manager to try to be "nice" 

rather than to try to manage. Finally, it can be the basis for coaching as part of a career 

development effort for the managers. The hope is that the feedback will assist their 

manager ial development. 

A major disadvantage to appraisal by subordinates is the negative reaction many superiors 

have to being evaluated by employees. The "proper" nature of manager/employee relations 

may be too great for employees to give realistic ratings. In addition, employees may resist 

rating their bosses because they do not perceive it as part of their jobs. If this situation exists 

workers may rate the manager only on the way the manger treats them and not on critical job 

requ irements. 
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Multisource rating (Comprehensive or 3600 rating). Multisource 

feedback recognizes that the manager is no longer the sole source of performance appraisal 

information. Instead, feedback from various colleagues and constituencies is obtained and 

given to the manager, thus allowing the manager to help shape the feedback from all sources. 

The manager remains a focal point both to receive the feedback initially and to engage in 

appropriate follow-up, even in a 3600 system. Thus, the manager 's perception of an 

employee's performance is st ill an important part of the process. 

This source of appraisal has the following advantages and drawbacks (as cited in Bozeman, 

1997, pp. 313-316): multi-rater evaluation provides an integrated assessment of individual 

performance that maximizes the strengths and minimizes the weaknesses of individual 

ratings, a fuller conceptualization and measurement of the job performance domain, an 

improved legal defensibility over single-source ratings, and an increased use of performance 

feedback for individual improvement and development. Multi-rater evaluation also is an 

attractive prospect to individual ratees in that ratees tend to perceive multi-rater evaluation as 

a fairer and more acceptable method of performance appraisal than traditional single-source 

evaluation. 

Despite the purported benefits of multi-source performance appraisal cited above, the 

following drawbacks could be noted: different rater groups (e.g. supervisors, subordinates) 

frequently do not agree concerning an individual's job performance. Based on traditional 

conceptions of reliability and val idity, low inter-rater agreement indicates umeliability and, 

therefore, invalidity. Accordingly, the va lidity of multi-source performance appraisal has 

been questioned. Further, because raters within various groups have different opportunities to 

observe an individual's job performance behaviors, disagreement among rater groups might 
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well be expected (Murphy and Cleveland, 1995). Moreover, the performance ratings 

provided by different rater groups also are likely role- related (Borman, 199 1). That is, 

various rater groups likely evaluate the aspects of the focal individual's performance that are 

most relevant to the raters themselves. For example, supervisors likely evaluate an 

individual's job performance quite differently than his or her subordinates would, in that 

supervisors rate the focal individual in his or her role as a subordinate, and subordinates rate 

the focal individual in his or her role as a supervisor. These two situations wou ld appear to 

constitute different domains of job performance. Further, it seems quite possible that one 

could perform well in a subordinate role, but not in a supervisory role. According to the 

preceding rationale, then inter-rater ratings from different ratings sources should not 

necessarily be in agreement, in that they are not assessing the same, but different, aspects of 

job performance. Stated a bit more directly, the various rater groups are not rating the same 

thing. 

Therefore, the issue of inter-rater agreement across rater groups does not appear to be 

directly relevant in the context of multi-source performance appraisa l. It does not seem 

logical to expect or require agreement between separate performance ratings that do not 

clearly measure the same phenomenon. The fact that performance ratings provided by 

different rater groups do not refer to the same phenomenon, and, thus, do not often agree 

with one another does not itself render the process of multi-source performance appraisal 

invalid. Accordingly, reliability and validity in this context are essentially non- issues, and 

inter-rater agreement across different rater groups should not be considered a prerequisite to 

ratings validity. To use a well-worn ana logy, comparing ratings across rating groups is a bit 

like comparing apples and oranges: both are fruit s, but fruits of a different kind. 
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2.5. What is appraised? 

The criterion or criteria that management choose to evaluate, when appraising employee 

performance, will have a major influence on what employees do . Generally, content to be 

appraised is determined on the basis of job analysis. Content to be appraised may be in the 

form of contribution to organizational objectives (measures) like production, costs savings, 

return on capital, etc. (Robbins, 1996, pp. 650- 651 & Rao & Rao , 2004, pp. 220). The three 

most popular sets of criteria are: 

1. Individual task outcomes (objectives) which measure job-related results like 

amount of deposits mobilized 

11. Behaviors which measure observable physical actions, movements, and 

iii. Traits which are measured ill terms of personal characteristics observable in 

employees job activities. 

Individual task outcomes. If ends count, rather than means, then management 

should evaluate an employee 's task outcomes. Using task outcomes, a bank clerk could be 

judged on criteria such as number of customers served, number of new accounts opened, 

volume of transact ions posted, number of tickets produced, etc. 

Behaviors. In many cases, it is difficult to identify specific outcomes that can be directly 

attributable to an employee's actions. This is particularly true of personnel in staff positions 

and individuals whose work assignments are intrinsically part of a group effort. In the latter 

case, the group's performance may be readily evaluated, but the contribution of each group 

member may be difficult or imposs ible to identify clearly. In such instances, it is not unusual 

for management to evaluate the employee's behavior. Thus a bank clerk may be valuated on 
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the basis of such behaviors as the qual ity of his/her customer services, his/her manner of 

communication with colleagues and customers, etc. 

Traits. Traits are the weakest set of criteria, yet widely in use by many organizations. They 

are said to be weaker than either task outcomes or behaviors because they are farthest 

removed from the actual performance of the job itself. Traits such as having "a good 

attitude," showing "confidence," being "dependable" or "cooperative," "looking busy," or 

possessing "a wealth of experience" mayor may not be highly correlated with positive task 

outcomes, but only the na'ive would ignore the reality that such traits are frequently used in 

organizations as criteria for assessing an employee' s level of performance (Robbins, 1996, 

pp. 650-651). 

2.6. Methods of performance appraisal 

In order for performance appraisal to achieve its purposes, a variety of methods have been 

developed. The choice of a method depends on organizational ethos, its objectives in making 

the appraisal, its size, product, technology, etc. The most prevalent methods fall under four 

major groups, namely, category rating methods, comparative methods, narrative methods, 

and special methods. 

2.6.1. Category rating methods 

These are the simplest methods for appraising performance which require a manager 

(supervisor) to mark an employee's level of performance on a specific form. The graphic-

rating scales, checklist and the forced choice method fall under this class ification. 

Graphic Rating Scale. This is the oldest and most widely used performance 

evaluation technique also known as linear rating scale or simple rating scale. It measures the 

degree of characteristics required for adequate performance of the job and consists of a 
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number of characteristics and qualities which are judged on a point scale. The rater is 

presented with a set of traits such as quantity and quality of work, knowledge of job, 

cooperativeness, dependability, attendance, attitude, initiative, leadership, decisiveness, 

emotional maturity, etc. The supervisor evaluates these characteristics on a point scale from 

high to low, excellent to poor, etc. 

The advantage of this method is that it is easy to construct, understand, and use. Moreover, 

they allow for quantitative analysis and comparison. A major drawback to this method is its 

subjectivity and low reliability. Another limitation is that the descriptive words often used in 

such scales may have different meanings to different raters. 

Checklist. The checklist is a simple rating technique in which the supervisor is given a list 

of statements or words and asked to check statements representing the characteristics and 

performance of each employee. 

There are several difficulties with the checklist: (1) as with the graphic rating scale, the 

words or statements may have different meanings to different raters ; (2) raters cannot discern 

the rating results if a weighted checklist is used; and (3) raters do not assign the weights to 

the factors-it is some one else, such as a member from the HR department who usually does 

so. These difficulties limit the use of the information when a rater discusses the checklist 

with the employee, creating a barrier to effective developmental counseling. 

Forced choice. In its simplest form, the method consists of providing a list of behavior 

related statements. The supervisor is asked to indicate one least and one most descriptive 

statement for a particular subordinate. These statements are usually grouped in clusters of 

five based on a broad theme covered by these statement. Each statement carries some weight 

which is not known to the supervisor. 
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One distinct advantage of this method is that it is very objective. The supervisor does not 

know the weights of the statements and hence can only check those that are most and least 

descriptive of an employee. There is no way he/she can favor a particular employee. 

However, the same can be said to be the most distinct disadvantage of the method. When a 

supervisor genuinely wants to reward an employee, he/she cannot do it because he/she 

doesn't know the weight of a statement. A second disadvantage of a forced choice method 

takes lot of time, effort, and requires professional help. 

2.6.2. Comparative methods 

Ranking systems invo lve comparing people against each other and determining whether an 

employee is better than, the same as, or worse than his or her colleagues on the basis of some 

set of criteria (Bacal, 1999, pp. 93-107). 

Ranking systems have the potential to cause unwanted side effects. Because ranking systems 

compare colleagues, in a very real sense they push people to compete with each other. There 

are two ways for an employee to be ranked higher than his/her colleagues. One is to perform 

better and accomplish more. That is not bad. The second way is for the employee to make 

sure that hislher colleagues (competitors) perform worse and accomplish less, which is bad 

(Bacal, 1999, pp. 93-107). 

Comparative methods include ranking, paired comparison, and forced distribution. 

Ranking. The ranking method consists of list ing all employees from highest to lowest in 

performance. It is difficult to do if the group of employees be ing compared numbers over 20. 

Il is also easier to rank the best and worst employees than it is to evaluate the average ones. 

Simple ranking can be improved by alternative ranking. In this approach, the evaluators pick 
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the top and bottom employees first , then select the next highest and next lowest, and move 

toward the middle (Ivancevich & Glueck, 1989, pp. 353-355). 

The primary drawback of the ranking method is that the size of the differences among 

individuals is not well defined. For example, there may be little difference in performance 

between individuals ranked second and third but a big difference in performance between 

those ranked third and fourth . This drawback can be overcome to some extent by assigning 

points to indicate the size of the gaps. Ranking also means that someone must be last. It is 

poss ible that the last-ranked individual in one group would be the top employee in a different 

group (Mathis & Jackson, 1997, pp. 354-355). 

Paired comparisons. This method requires the rater to compare each employee with 

every other employee working under himlher on the overall efficiency aspect (Saiyadain, 

1999, pp. 196-197). The number of comparisons can be calculated using the following 

formula: 

N(N- I)12 Where N = Number of people rated 

The paired comparison method gives more information about individual employees than the 

straight ranking method does. The large number of comparisons that must be made is the 

major drawback of this method (Mathis & Jackson, 1997, pp. 355) 

Forced distribution. This method is developed to prevent the raters from rating too 

high or too low. Under the forced distribution method, the rater after assigning the points to 

the performance of each employee has to distribute his/her ratings in a pattern to conform to 

normal frequency distribution (Rao & Rao, 2004, 228-229) 

There are several drawbacks to the forced distribution method. One problem is that a 

supervisor may resist placing any individual in the lowest (or the highest) group. Difficulties 
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may anse when the rater must explain to the employee why he/she was placed in one 

grouping and others were placed in higher groupings. Further, with small groups, there may 

be no reason to assume that a bell-shaped distribution of performance really exists. Finally, in 

some cases the manager may be forced to make distinctions among employees that may not 

exist (Mathis & Jackson, 1997, pp. 355). 

Generally, the distribution of performance appraisal ratings does not approximate the normal 

distribution of the bell-shaped curve. Hence this method is based on the rather questionable 

assumption that all groups of employees will have the same distribution of excellent , average 

and poor performers. If one department has all outstanding employees, the rater would find it 

difficult to decide who should be placed in the lower categories. 

2.6.3. Narrative methods 

Written appraisal information is sometimes required of some managers and human resource 

specialists. These methods are used when documentation and description of an employee's 

actions are sought rather than an actual rating. The two most widely used techniques that fall 

under this classification are the essay and critical incident methods. 

Essay or free form appraisal. This method requires the rater to write a short essay 

describing each employee's performance during the rating period. It emphasizes evaluation 

of overall performance, based on strengths and weaknesses of employee performance, rather 

than specific job dimension. As raters may be required to enumerate specific examples of 

employee behavior, the essay technique minimizes rater bias and hallo effect (Rao & Rao, 

2004, pp. 234-235). 

A written essay requires no complex forms or extens ive training to complete, but the results 

often reflect the ability of the writer. A good or bad appraisal may be determined as much by 
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the evaluator's writ ing skill as by the employee's actual level of performance (Robbins , 

1996, pp. 653). 

Critical incidents. Critical incidents focus the evaluator's attention on those behaviors 

that are key in making the difference between executing a job effectively and executing it 

ineffective ly. That is, the appraiser writes down anecdotes describing what the employee did 

that was especially effective and ineffective. The key here is that only specific behav iors, not 

vaguely defined personalit y traits, are cited (Robbins, 1996, pp. 653-654). 

Critical incidents, according to critics, are misleading because only the extreme and unusual 

e lements are reponed at the expense of the steady, day-to-day performance, which is the real 

substance of an employee's effectiveness. The unsystematic records kept by supervisors 

leave great room for the operation of the bias the system is supposed to eliminate, or at least 

to reduce (Barret, 1966, pp. 52). 

2.6.4. Special methods 

These methods comprise behavioral ratings and management by objectives (MBO). 

Behavioral rating approaches. These approaches attempt to assess an employee's 

behaviors instead of measuring or quantify ing outputs. Behavior-based performance 

appraisal formats which concentrate on the ratee ' s behaviors are most appropriate under 

circumstances where controlling behaviors or processes assumes that the desired output will 

result. In other words, they are most appropriate when the transformation process is 

understood or when there is a high degree of linkage between means and ends (Lee, 1985, 

pp.322-33 1). 

Some of the different behavioral approaches are: behaviorall y anchored rating scales 

(BARS), behavioral observation scales (BOS), and behavioral expectation sca les (BES). 
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BARS match descriptions of possible behaviors with what the employee most commonly 

exhibits. BOS are used to count the number of times certain behaviors are exhibited. BES 

order behaviors on a continuum to define outstanding, average and unacceptable performance 

(Mathis & Jackson, 1997, pp. 356). BARS are presented below as representatives to 

behavioral ratings. 

Behaviorally anchored rating scales (BARS). BARS combine major 

elements fTom the critical incident and graphic rating scale approaches: The appraiser rates 

employees based on items along a continuum, but the points are examples of actual behavior 

on the given job rather than general descriptions or traits. 

BARS specify definite, observable, and measurable job behavior. Examples of job-related 

behavior and performance dimensions are found by asking participants to give specific 

illustrations of effective and ineffective behavior regarding each performance dimension. 

These behavioral examples are then translated into a set of performance dimensions , each 

dimension having varying levels of performance. 

BARS are intended to specify in an ambiguous fashion the behavioral characteristics of 

effective and ineffective performance. Briefly, scales are developed by distilling critical 

incidents (examples of good and poor performance, supplied by those familiar with a job) 

into a manageable number of performance dimensions. The proposed advantage of BARS is 

that evaluator bias (halo, central tendency effects) is reduced as criteria of performance 

become more behaviorally grounded (Keely, 1978, pp. 428-438). 

Management by objectives (MBO). This method of appraisal was introduced 

and made popular by Peter Drucker (1961). In this method, subordinate in consultation with 

the supervisor sets out short term objectives followed by specific actions that he/she has to 
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carry out. The goa ls are jointly set and are action-oriented. Since they are verifiable, 

appraisal becomes easy. At the end of specified time period, the activities are jointly 

reviewed by both the subordinate and the supervisor, and depending on the performance of 

the subordinate, the goals are modified or redesigned for the next period of time (Saiyadain, 

1999, pp. 200-201). 

According to Mathis & Jackson (1997, pp. 358), three key assumptions underlie an MBO 

appra isal system. First, if an employee is involved in planning and setting the objectives and 

determining the measure, a higher level of commitment and performance may result. 

Second, if the objectives are identified clearly, and precisely, the employee will do a better 

job of achieving the desired results. Ambiguity and confusion - and therefore less effective 

performance - may result when a superior determines the objectives for an individual. By 

having the employee set objectives, the individual gains an accurate understanding of what is 

expected. 

Third, performance objectives should be measureable and should define results. Vague 

generalities, such as " initiative" and "cooperation," which are cOlTunon in many superior­

based appraisals, should be avoided. Objectives are composed of specific actions to be taken 

or work to be accomplished. 

MBO is no cure-all, no panacea for all managerial ills. It, too, has dysfunctional 

consequences (Flippo, 1980, pp. 221-222). First, when multiple activities are close ly 

interrelated, one will have to move to establishment of group objectives prior to identifying 

individual responsibilities . 
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A second limitation of the approach is the difficulty of applying it to many non-managerial 

positions. Considering the time and effort that must be allocated to a we ll-designed MBO 

plan, most firms restrict its app lication to managerial, technical, and professional personnel. 

A final limitation is that MBO makes comparative assessment of multiple personnel rather 

difficult. In traditional assessment methods, all personnel are rated on common factors. In 

MBO, each person wi ll have different sets of goals of non-comparable complexity and 

difficulty of accomplishment. Management must still make various decisions on a 

comparat ive basis - who gets the pay increase or who is to be promoted. Superiors will, 

however, develop a strong impression of a subordinate's effectiveness in an MBO program, 

not only in performances related to goal accomplishment, but also in his/her concept ion of 

the job and its major goals. 

2.7. How often should appraisal be done? 

Organizations use two basic timing periods for most employees. They are referred to as the 

anniversary date (the date the person entered the current job or a common review date). 

Under a common review date system, all employees are evaluated and compared so that such 

decisions as promotions, and merit pay increases have a common period of time being 

covered for all employees. 

Researchers have found that feedback on performance should be given frequently and the 

closer the feedback to the action, the more effective it is. However, only few firms evaluate 

frequentl y. One way to reconcile the ideal with the reality in this respect is for the manager to 

give frequent feedback to employees informally and then formall y summarize performance at 

evaluation time. 
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Another reason that some managers resist frequent subordinate evaluations is that they 

produce stress , especially if a rater has to use a system in which he/she has little faith or 

confidence. There is also the stress associated with having to inform another person that 

he/she is not performing at acceptable levels (Srinivas & Motowidlo, 1987, as cited in 

Ivancevich & Glueck 1989, pp. 338-339). Researchers have found that raters under stress 

tend to notice and recall negative information about those being evaluated. 

2.8. Potential problems to performance appraisal 

While organizations may seek the performance appraisal process to be free from personal 

biases, prejudices, and idiosyncrasies, a number of potential problems can creep into the 

process (Robbins , 1996, pp. 655). Problems related to performance appraisal can be of three 

general types. These are: human errors, problems of criteria, and problems of confidentiality 

(Saiyadain, 1999, pp. 204-207) . 

2.8.1. Human errors (rating biases) 

Human errors are called so because they just happen and supervisors may neither know about 

them nor have much control over them. To the degree that the following human factors are 

prevalent , an employee's eva luation is likely to be distorted: 

Single criterion. A typical employee's job is made up of a number of tasks. Where 

employees are evaluated on a single job criterion, and where successful performance on the 

job requires good performance on a number of criteria, employees wi ll emphasize the single 

criterion to the exclusion of other job-relevant factors. 

Leniency error. Every evaluator has his or her own value system that acts as a 

standard aga inst which appraisals are made. Relative to the true or actual performance an 

individual exhib its , some raters have a tendency to be liberal in their rating by ass igning 
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higher rates consistently. Such ratings do not serve any purpose. Equally damaging one is 

assigning consistently low rates. 

Halo error. This is the tendency for an evaluator to let the assessment of an individual on 

one trait influence his or her eva luation of that person on other traits. A person may be good 

in one trait but is genera lly rated as overall good. Halo effect takes place when traits are not 

clearly defined and are unfamiliar. 

Central tendency errors. Some raters follow play safe policy in rating by rating 

employees around the middle point of the rating scale and they avo id rating at both the 

extremes of the sca le. They follow play safe policy because of answerability to management 

or lack of knowledge about the job and/or the employee rated or the appraisers' lack of 

interest in their job (Rao & Rao, 2004, pp. 247). 

Recency vs. primacy effect. One difficulty with many of the evaluation systems is 

the time frame of the behavior being evaluated. Raters forget more about past behavior than 

current behavior (Ivancevich & Gluedck, 1989, pp.33!). Recency refers to the proximity or 

closeness to appraisal period. Generally, an employee takes it easy for the whole year and 

does little to get by the punishment. However, as appraisal time gets closer, he/she becomes 

very active creating an elusion of efficiency in the rater thereby affecting his/her appraisa l 

decision. 

Primacy is the opposite of recency. It refers to a situation where an employee's initial 

impression influences hislher rater's appraisal decision irrespective of whether the employee 

has been able to keep up the initial impress ion or not . 

Similarity error. This occurs when appraisers rate other people giving special 

considerat ion to those qualities they perceive in themselves. The similarity between the rater 
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and ratee may take one or more of the following forms: demographic similarity, affective 

similarity, perceived similarity & mutual liking (Schraeder & Simpson, 2006, pp. 34-40). 

2.8.2. Problems of criteria 

Appraisal has to be against certain criteria. If a discrepancy between expected and actual 

performance is pointed out, the question is whether the expected was fully defined and 

communicated to the employee. In the absence of such an attempt, the appraisal reports can 

be questioned. The issue basically refers to job description. It is true that jobs can be clearly 

defined at the lower levels in the organizational hierarchy. However, as one goes up, it 

becomes more and more difficult to clearly specify the tasks one is supposed to perform. 

2.8.3. Problems of confidentiality 

One important issue in performance appraisal has to do with sharing or keeping secret the 

ratings on various items of appraisal report. While many organizations have a system of 

selective feedback to the employee, the general policy is not to share the total rep0l1 with the 

employee. There are many reasons for this. First, each employee expects rewards if the report 

is better than average, which may not be administrative ly poss ible, Secondly, very often 

supervisors pass the challenge to top management by saying that while they did give good 

ratings to the employee; top management did not take that into consideration. Thirdly, giving 

rewards is not the only objective of appraising employees. Given these reasons, it is 

emphasized that supervisory ratings of employees should be kept confidential. 

On the other hand, it is claimed that since there will always be differences between the 

supervisor and employee's perception of the subordinate's job performance, perhaps the 

employee should full y be aware of how he/she has been rated . In fact, MBO, which is 

tailored to the individual, was introduced to take care of this problem. However, MBO does 
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not readily provide the data needed for decisions on wage increase, promotion, and other 

personnel actions that require comparisons between two and more employees. 

2.9. Overcoming problems 

Just because organizations can encounter problems with performance appraisal should not 

lead mangers to give up the process. Some measures can be taken to overcome most of the 

problems (particularly those caused due to human errors) identified above. Robbins (1996, 

pp. 657-658) has suggested the following: 

Use of multiple criteria. The more complex a job, the more criteria that will need to 

be identified and evaluated. Only the critical activities, not everything, that lead to high or 

low performance are the ones that need to be evaluated. 

Emphasizing behaviors rather than traits. Many traits often considered to be 

related to good performance may, in fact, have little or no performance relationship. For 

example, individuals who rate high on such traits as loyalty, initiative, courage, reliability, 

etc., may be poor performers. Conversely, it is possible to find excellent performers who do 

not score we ll on such traits. 

Documenting performance behaviors in diary. By keeping a diary of 

specific critical incidents for each employee, evaluations tend to be more accurate 

(Greenberg, 1986, as cited in Robbins, 1996, pp.657-658). Diaries, for instance, tend to 

reduce leniency and halo errors because they encourage the evaluator to focus on 

performance-related behaviors rather than traits. 

Use of multiple evaluators. As the number of evaluators increases, the probability 

of attaining more accurate information increases. Thus, if an employee has had nine 

supervisors, nine having rated him/her excellent and one poor, one can discount the value of 
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the one poor evaluation. Therefore, by moving employees about within the organization so as 

to gain a number of evaluations or by using multiple assessors (as provided in 360-degree 

appraisals), the probability of achieving more valid and reliable evaluations can be increased. 

Evaluate selectively. It has been suggested that appraisers should evaluate only those 

areas in which they have some expertise (Borman, 1974, as cited in Robbins, 1996, pp. 658. 

If raters make evaluations on only those dimensions on which they are in good position to 

rate, inter-rater agreement can be increased and evaluation can be made a more valid process. 

This approach also recognizes that different organizational levels have different orientations 

toward ratees and observe them in different settings. In general, therefore, it is recommended 

that appraisers should be as close as possible, in terms of organizational level, to the 

individual being evaluated. Conversely, the more levels that separate the rater and ratee, the 

least opportunity the rater has to observe the ratee 's behavior and not surprisingly, the greater 

the possibility for inaccuracies. 

Train raters. Rater training is an area which has recently shown some promise in 

improving the effectiveness of performance ratings. Smith (1986, pp. 22-40) reveals that 

researchers use three methods to present training: lecture, group discussion, and practice and 

feedback. Lecture presentation includes the traditional classroom-type monologue (requiring 

little or no participation from the trainees in discuss ing the material being presented). 

Group discussion training includes approaches which use participation by the group to 

ensure that the content of the training is fully understood by each trainee. This approach may 

require the discussion group to either generate solutions to specific rating errors or to define 

performance dimensions for the job being evaluated. 
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Practice and feedback training provide raters with an opportunity to practice evaluating job 

performance. The rater is allowed to compare his/her ratings given by "experts" or 

predetermined "true score." Feedback also can include the rater pointing out specific rating 

errors (for example, leniency or halo) that were made by the rater. 

Smith (1986) further has outlined that the content of training falls into three categories, 

namely, Rater Error Training; Performance Dimension Training; and Performance Standards 

Training. Rater error training attempts to directly reduce rating errors, typically by 

presenting raters with examples of common rating errors such as leniency, halo, central 

tendency, and contrast errors. After raters are familiar with these errors, they are encouraged 

to avoid them. 

Studies categorized as performance dimension training attempt to improve the effectiveness 

of ratings by familiarizing raters with the dimensions by which the performance is rated . This 

is done by providing descriptions of job qualifications. reviewing the rating scale used in the 

evaluations, or having raters practice in the actual development of the rating scale. 

Training in performance standards attempts to provide raters with a frame of reference for 

making evaluations of the ratee's performance. The goal is to get raters to share common 

perceptions of performance standards. A frame of reference is achieved by presenting 

samples of job performance to trainees along with the appropriate or "true" ratings assigned 

to the performance by trained experts. 

2.10. Factors affecting performance appraisal 

According to Ivancevich & Glueck (1989, pp. 322-324), there are several factors that have 

significance for performance evaluation. One factor is the task. A white collar or supervisory 
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task is more likely to be formally evaluated than a blue collar task. In addition, the 

performance eva luation technique used wi ll differ with the task being valuated. Other factors 

affecting performance evaluation are government requirements, regulations and laws. By 

inducing organizations to keep better records to SUppOlt their decisions, government action 

has indirectly encouraged better performance evaluation systems. 

Keeley (1978, pp. 428-438) in his "Contingency Framework for Performance Evaluation" 

has proposed that different appraisa l techniques would be appropriate to different 

organizational structures depending on the degree of task uncertainty. Thus the following are 

suggested: 

• Behavior-based evaluation procedures (e.g. , BARS) - those defining specific 

performance expectations and, hence highly "mechanistic " in structure - are most 

appropriate fo r certain tasks. 

• Objective-based evaluation procedures (e.g., MBO) - those defining less specific 

performance expectations and, hence, moderately "organic " in structure - are most 

appropriate for tasks which are neither extremely certain nor extremely uncertain. 

• Judgment-based evaluation procedures (e.g., multi-rater techniques) - those defining 

the least specific performance expectations and, hence, highly, "organic" in structure 

- are most appropriate fo r uncertain tasks. 

Other facto rs influencing performance evaluation, according to Ivancevich & Glueck (1989, 

pp. 322-324) are the att itudes and preferences of employees. For people whose va lue fit the 

work ethic, eva luations can be very impOltant. If this process is badly handled, turnover 

increases, mora le declines, and productivity can drop. For employees with instrumenta l 

37 



attitudes toward work, performance evaluation is just another process at work. Since work is 

not too impottant to them, neither are evaluations. They want a job to earn money, and that is 

it. 

One important factor that can affect performance eva luation is the leader' s (supervisor's) 

style. Supervisors can use the formal system in a number of ways: fairly or unfairly, in 

suppottive manner or punitively, positively or negatively. If the supervisor is punitive and 

negative with an employee who responds to positive reinforcement, performance evaluation 

can lead to the opposite of the results expected by the enterprise. 

Finally, if there is a union present in the organization, performance evaluations might be 

affected. Different unions take different positions in suppott or in opposition of formal 

performance evaluations. Most oppose the use of non-measurable, nonproduction-related 

factors in performance evaluation. 

2.11. Employee participation in the appraisal System 

One way of approaching appraisal lays emphasis on work performance rather than on the 

characteristics of the person doing the work (Beveridge, 1975, pp. 42-59). It involves a 

process of two-way communicat ion not only about means to goals but about the goals 

themselves. In the midst of today's rapid technological and organizational change managers 

have to recognize the impossibility of knowing enough about the details of every job to be 

able to tell their subordinates what to do and how to do it. This recognition implies the 

acceptance of a new ro le, no longer that of the more all wise, all powerful autocrat but that of 

the more democratic resource person who discusses his/her subordinates' work with them, 

listens to their ideas, encourages their analyses of the problems involved, and their 

suggestions about how these problems may be dealt with. In this ro le the manager's task is to 
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help his subordinates evaluate the usefulness of their strengths, assess their practicability, 

work out how best they may be implemented. The manager as appraiser no longer takes over 

control of his subordinators' work, as happened in traditional appraisal, but enables them to 

perform their own work tasks more effectively. Hislher role is not judgmental but enabling. 

Appraisal in recent years has thus become a tool for corporate planning rather than a method 

for controlling individual jobs and assessing individual workers. The emphasis in an 

increasing number of organizations is directed towards work planning and review sessions 

where managers and subordinates are engaged in an interactive ana lys is of organizational 

behavior and the defining of organizational work goals. There are two points of special 

impoltant to be noted here. 

First, this approach to appraisal will not work until there is mutual confidence between 

superior and subordinate. The appraising manager must have confidence in hislher 

subordinate's competence to analyze and assess hislher own job and in the realism and 

relevance of the work goals he proposes . The subordinate must also have confidence in 

his/her manager' s comments on hislher work goals and on their interaction with the goals of 

others in the organization. 

Secondly, discuss ion of individual goa ls in interactive groups is an increasingly impOltant 

part of the appraisal procedure. Such discuss ion makes visible the real efforts of each man to 

his colleagues in the managerial team, identifies where his and their goals meet, and opens 

the way to a more effective coordinat ion of their activities. It helps to prevent the manger 

foisting his own ideas about goal setting on to his subordinates, urging goals which may be 

unrealistic . 
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In the long run no goal setting exerc ise will prove effective unless the manager is prepared to 

work with his subordinates. If he is to force his views about the way the organization should 

be run and refuses to listen to the proposals of his subordinates who are engaged in doing the 

job, not even group resistance will prevail against him. Members of the group will then either 

escape the situation by finding other work or will stay on and make their main objective not 

the most effective performance of their jobs but the subversion of the manager's plans, or, 

finally, will become apathetic, doing what they are told to do, no more and no less. The 

tragedy for the organization is that it is likely the best people who will leave. 

2.12. Feedback and appraisal interview 

Appraisal is properly a learning process. Through their interaction ill the appraisal the 

appraiser and hislher subordinate each learn how to make a more effective contribution to the 

adequate performance of the work. If this does not happen, appraisal merely serves a 

cataloguing purpose, ' this man is effective; thaI man is ineffective.' To enable learning to 

take place, the appraiser must provide the 0ppOitunity for an analysis by the subordinate and 

himself of the subordinate ' s performance so that the later can see where he/she is doing well 

and where badly. This kind of feedback is essential to learning. At the same time the 

appraiser must allow the subordinate to exercise influence over his own work methods and 

targets (Beveridge, 1975, pp. 42-59). 

Beveridge et.a!' further stated that there are essentially four approaches used by managers to 

communicate performance feedbacks to (conduct appraisal interviews with) their 

subord inates. 

The tell approach. The objective of traditional forms of appraisal seems to have been 

to control the job by controlling the man who did it; the emphasis of the appraisal was 

40 



therefore on the man. The manager told his subordinate how in his opinion he was getting on, 

what his strengths and weaknesses were, and how he should set about developing the former 

and eradicating the latter. The manager assumed he had the right to do all these things 

because he was convinced he knew all about the job and the qualities required of the man 

who had to do it, he made a personal assessment of the subordinate's qualities and decided 

how far they were adequate or inadequate for the job, he acted indeed as a sort of judge. 

Appraisal was essentially a one-way affa ir and the subordinate listened carefully and, if he 

wanted to keep his job and get on in the organization, did as he was told. This form of 

appraisa l did not stimulate new ideas , it did not face the subordinate with many challenges 

but, so long as jobs did not alter very much, it kept the organization steadil y ticking over. It 

was simply a ' tell' procedure. 

The sell approach. Sometimes, if there was an element of discretion in the job an 

occas ional opportunity to choose between two ways of carrying out some aspect of the job, 

the manager might adopt a slightly less formidable tactic than the autocratic 'tell ' approach; 

he might attempt to convince the subordinate that it would be best if he took the managerially 

approved course of action. He used the 'sell' approach, a manipulative style in contrast to the 

autocratic 'tell ' approach. 

The test approach. A variation of the 'tell' and 'sell' approaches' is the 'test' 

approach. This has the appearance of being more democratic in that it encourages discussion 

and decision-making by the subordinate but these are about means, not about ends. It is on a 

par with the behavior of the king who told his subject, ' I am going to have you executed but 1 

wish to be democratic about it. You shall decide whether you wish to be beheaded, hanged or 
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burned at the stake. It is entirely your decision; I have no wish to go down in history as an 

autocrat.' The 'test' approach allows for two-way rather then one-way communication. The 

objectives however are defined by the manager, not by the subordinate. 

The consult and join approach. In this approach the subordinate is asked to look 

at his job critica ll y and constructively, to assess its problem and difficulties, to determine 

what actions and resources are needed to improve work performance. The manager 's role is 

to help the subordinate carry out this crit ical analysis and evaluate the proposed solutions 

which the two have devised together. The manager has also the task of ensuring the provision 

of resources needed to implement the agreed solution, resources over which he may have an 

authority which the subordinate does not possess. 

For many managers, few activities are more unp leasant than providing performance feedback 

to employees. In fact , unless pressured by organizational policies and controls, mangers are 

like ly to ignore this responsibility (Meyer, 1991 , as cited in Robbins, 1996, pp. 458-659). 

There seems to be at least three reasons for mangers to be reluctant to give performance 

feedback. First, managers are often unwilling discuss ing performance weaknesses with 

employees. Second, many employees tend to become defensive when their weaknesses are 

pointed out. Lastly, employees tend to have an inflated assessment of their own performance. 

The so lution to performance feedback problem is not to ignore it , but to train managers how 

to conduct constructive feedback sess ions. An effective review - one in which the employee 

perceives the appraisa l as fair , the manager as sincere, and the c lient as constructive - can 

result in the employee's leaving the interview in an upbeat mood, informed about the 

performance areas in which he/she needs to improve and determined to COlTect the 

deficiencies (Nathan, Mohrman, Milliman, 1991, as cited in Robbins , 1996, pp. 458-659). 
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CHAPTER THREE 

PERFORMANCE APPRAISAL PRACTICES OF DASH EN BANK S.C.- An 

analysis 

In this chapter, the data collected through questionnaires, interviews and company documents 

will be presented and analyzed using statistical tables and narrations, as may be convenient, 

and interpreted. The findings from the respondents on different aspects of the appraisal 

system and possib le reasons for any forthcoming problems and solutions thereto are also 

presented. 

Before exploring deep into the various aspects of employee performance, it would seem 

logical to briefly see what the performance appraisal process of the Bank looks like. 

3.1. Performance appraisal process in Dashen Bank S.C. 

As a matter of fact, it is the Human Resource Management (HRM) Division of the Bank's 

Human Resource & Logistics Department (HRLD) that is responsible for the initiation and 

accomplishment of such major personnel issues as human resources planning, recruitment 

and selection, placement, training & development, determination of employee compensat ion 

schemes, performance appraisal, promotion, demotion, transfer and layoff, of course with 

continuous assistance and feedback from top management wherever necessary. Accordingly, 

the HRM Division, by the beginning of every next appraisa l period, takes the initiative to 

remind the concerned authorities in the various departments of the Head Office and Area 

Banks, via formal or informal means , to carry out the periodic employee appraisa l and send 

the filled appraisal forms to the division within fifteen days after lapse of the previous 

appraisal period. Thus the HRLD distributes appraisal forms to those organs of the bank 
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which did not maintain enough copies in their stock. Concerned supervisors (managers) in 

the different organs then fill the employee appraisal forms (in three copies) for employees 

working under their supervision the results fro m which will be ascertained by the respective 

department head or area bank manager before dissemination to the ratees. After approval by 

the concerned authority, the supervisor wo uld then distribute the filled for ms to the 

respective employees. The latter, if they came up with any comments regarding their rating 

result s, would write them on the space provided in the form for the purpose and would 

submit the form back to the supervisor or manager who mayor may not initiate post 

assessment discussions with ratees. In most of the cases agreements are expected to be 

reached , in some way, between the supervisor and/or his/her boss and the ratee on the 

fa irness of the latter's rating results. The department or area bank after retaining a copy of the 

filled forms in the employee ' s personal file ma intained at its level wou ld then finall y send the 

remaining fo rms to the HRLD that would be expected to consider the same for any 

subsequent persOimel-related decisions. 

The Bank currently adopts three kinds of appraisal formats: one fo r supervisory staff and 

another for clerical staff, both prepared in English language and the third one an Amharic 

version meant for lower- level , non-cler ica l staff. While viewing the ir contents, the format for 

lower level staff is essentially the same as the one designed for clerical staff except being its 

Amharic equiva lent. The format for supervisory eva luation is also of the same content with 

that of the clerical staff except two criteria invo lving supervision added to the former. The 

Amharic version and clerical sta ff formats each has 16 elements, one being a direct 

translation of the other, while the one for superviso ry staff has 18. All formats bear additional 

space for any comments by the rater regarding the ratee's potential for higher position or 
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greater responsibility, his or her exceptional accompl ishments during the appraisal period, as 

to whether ratee's performance weaknesses, if any, can be improved through training and the 

type of training recommended , genera l comments about the ratee and/or his/her performance 

during the appraisa l period in consideration, and finally spaces for comments by the ratee and 

a reviewer/second higher supervisor on any aspect of the appraisal system. 

Table 1. Bibliographical Prome of Respondents 

Non-supervisors* SupervisorslManagers' Total 

Frequency % Frequency % Frequency % 
Total number of 
respondents 67 100 39 100 106 100 

Variables 
Sex: 

M 51 76 37 95 88 83 

F 16 24 2 5 18 17 

Age: 
Below 25 8 12 - - 8 8 

25-35 57 85 23 62 80 75 
35-45 2 3 8 21 10 9 
45-55 - - 5 13 5 5 

Above 55 - - 3 8 3 3 
Educationa l 
Background: 

High school 
complete 1 2 - - I 1 

Diploma 35 52 6 15 4 1 39 

First Degree 31 46 30 77 6 1 57 

Masters & above - - 3 8 3 3 

Job experience (Years): 

> 2< 5 Years 45 67 7 18 52 49 

>5 Years 22 33 32 82 54 51 

Source: Questionnaire, June 2007. 

Questionnaire served to super visory & non-supervisory staff (Question No's 1-4) 

*Supervisors (managers) represent those staff of the Bank who undertake the responsibi lit y 
of appraising and non-supervisors represent those whose performance is appraised by the 
former category. 
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3.2. Performance goals and standards 

A vital stage and, of course, the basis for the deve lopment of an appra isa l system is the 

establishment of clear and objective performance standards. If employees are expected to 

perform their duties in a successful manner, it is natural that they be clearly communicated of 

their performance goals that should prove the highest degree of conformity with 

organizational goa ls. In the absence of such clearly laid down goals, personal goa ls may 

preside over organizational goals in which case organizational productivity would be 

adversely affected. Goals provide the basis for setting employee performance expectations. 

The following table is compiled from responses given by sample respondents included in the 

survey. 

Table 2. Employees' knowledge of performance expectations and satisfaction on job 
assignments 

Q. 1. Non-supervisors (NS) Yes No Total 

Are performance goals dearly conununicated to 

you by your supervisors via job descriptions or Frequency 59 8 67 

other statements of performance expectations % 88 12 100 

Q. 1. Supervisors (Managers) = S(M) 

Do you provide employees working under your 

supervis ion with job descriptions and clear Frequency 37 2 39 

performance expectations % 95 5 100 

Q. 2. Non-supervisors 

Do you feel satisfied with the kind of job you are 

performing? In other words, is your present 

assignment in line with career plans to move up Frequency 45 22 67 

the organizational hierarchy? % 67 33 100 

Source: Quest ionna ire, June 2007. 
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It can be observed from Table 2 above that the majority of the employees (88%) were 

provided with job descriptions and hence were well aware of the performance level that was 

expected of them. This fact is substantiated by the 95% response rate from supervisors of the 

employees who claimed to have provided their subordinates with job descriptions and clear 

performance expectations. Although the figures indicate that it is quite safe to conclude that 

there is the practice of providing employees with job descr iptions, the fact that 12% of the 

employees and 5% of the supervisors did not come up with such a practice indicates that 

there is more to do on this aspect. The variations in the response rates of the two categories 

of respondents may be linked to attribution tendencies each has on the other for any failure in 

performance of duties. 

An informal interview with some employees also has revealed that although they were 

provided with their job descr iptions, they had little or no involvement in designing the 

contents of the latter. Hence the employees perceive job descriptions as something imposed 

on them by their bosses rather than as gu iding tools for the accomplishment of their duties. 

Consequent ly they do not want to refer to the descr iptions in their day-to-day activities rather 

than re lying on intuition that builds in them as they ga in experiences from their colleagues 

and adapt to the work culture of their units. Moreover, it is stated that job descriptions are 

prepared on the basis of what the job in different positions of the bank requires without due 

regard to who the occupants of those posit ions are and what capabilities and special talents 

they have. This may require occupants of those positions to either underperform or over­

perform particularly if they have to strictly adhere to job descriptions, which in turn would 

lead to loss of motivat ion on the job. 

Well des igned job descriptions, which are the outcomes of job analys is, are the instruments 
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that form the standards (criteria) against which employees' performance would be measured. 

In the absence of job descriptions that bear clearly defined standards or criteria, performance 

appraisal wou ld be difficult to exercise and employees may loose sight of the most important 

and challenging job activities while concentrating on the otherwise less important ones that 

contribute little to the effective performance of the individual or his/her work unit. 

In their answer to question no. 2 that enquires "What would happen to the performance of 

employees in the absence of job descriptions and clear performance standards?" the 

supervisor (manager) respondents have forwarded the following opinions: 

o There wou ld be no benchmark against which employee performance would be 

measured. Performance appraisal in such situations, if at all there exists one, would 

suffer from lack of objectivity and consistency as supervisors' expectations of 

subordinates' acceptable performance level would greatly vary with actual output of 

employees rather than on the basis of a predefined level. 

o Employee effectiveness wou ld decline as there would be no clear understanding and 

knowledge of the task that he/she is expected to perform. Hence employee efforts 

would lack clear direction which would in turn lead to confusion and declined 

performance. 

o Responsibility and accountability would be compromised. In the absence clearly 

defined performance expectations for which individuals would be held responsible 

and accountable, inefficiencies may creep in to the job performance: there would be 

duplication of effort as a single task may be unnecessarily performed by two or more 

individuals; a single employee may suffer from overlap of duties ; managers or 

supervisors may be required to expend a great deal of their time coaching the day-to-
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day performance of their subordinates withdrawing their attention from handling their 

major responsibilities; it may be difficult to obtain employee's obedience to 

supervisor's instructions - employees may not even know whom they are accountable 

to; or the employee may suffer from lack of confidence and consequently may require 

supervisory instruction on every bit of his/her job thereby avoiding risk associated 

with taking the initiative by ones own, etc. 

However, two respondents in supervisory (managerial) positions have a different standing 

from the rest arguing that nothing would happen to the performance of employees in the 

absence of job descriptions. One of them states that the very fact of an employee's 

designation in a certain position would virtually underlie performance of certain duties which 

are evident irrespective of the presence of job descriptions. The other respondent argues 

fTOm a different angle stating that a supervisor's continuous engagement in coaching and 

sharing of experience to his/her subordinate(s) would enhance the latter' s performance much 

more than what formally written down job descriptions would mean to healthy performance. 

It is better that some instructions be communicated to employees through written media. This 

would help in pinpointing accountability in cases where performance failure occurs. 

Providing employees with job descriptions and engaging in continuous coaching of 

subordinates' performance should not be taken as mutually exclusive. Supervisors would 

better provide their subordinates with job descr iptions and at same time coach their day-to­

day performance to ensure whether they are performing according to the requirements . 

Table 2 further demonstrates that a greater portion (67%) of the employee respondents is 

satisfied with the kind of job they are performing. As part of their satisfaction, these 

employees also have found their present assignment being in line with the career objective 
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they want to achieve in their organization. However, while the response rate in fa vor of job 

satisfaction is quiet encouraging, it is equally worthwhi le not to undermine the 33% 

employee job dissatisfaction response rate. It is often said and, of course, substantiated by 

research that "a happy worker is a productive worker." Hence employees who are satisfied 

with their job will have better performance than those who are not. Moreover, absenteeism 

and turnover will be less likely for satisfied employees than for dissatisfied ones. 

An important role of a performance appraisal system is identification of employees' career 

development objectives. It is hard to imagine undertaking an employee's performance 

appraisa l whi le in the first place the employee shows little or no interest in the nature of the 

position or the job he/she is assigned to perform. It is natural that human beings, at least in 

most cases, would prioritize their personal goals over organizational goa ls, which may 

sometimes prove to be counter opposite to each other. Higher level of employee performance 

and organizational effectiveness would be expected only when a reasonable degree of 

congruence is achieved between the two sets of goals. One possible measure that can be 

taken by organizations in this respect may be the latter's continuous engagement in the 

provision of career oppol1unities to their employees and the launching of career development 

and advice programs taking into cons ideration the employees' real talents and capabilities to 

pursue in that career. Doing so would benefit the bank in many ways such as enhancing 

person-job and person-organization fit s, reducing turnover and boosting productivity. 

A related question (Q. 3), posed to the supervisory (managerial) respondents as to whether 

they are active ly engaged in the assignment of their subordinates in their area of interest 

thereby assisting the latter in achieving their career development objectives, has revealed that 

although initial staff placement is the mandate of the HRLD, most of them are found 
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involved in some sort of activities that would help them realize this objective once the 

employees are ass igned to the ir department/area bank. The following are among those 

practiced by the respondents: 

o Rotating employees in the different work units of the Bank which would enable the 

employees to broaden their knowledge of the different tasks which would in turn give 

them the chance to identify those areas in which the employees would be best 

interested in. Job rotation would help the employees to take the decision whether they 

should choose banking as their ultimate career and to ident ify the specific area within 

banking in which they should find themselves. 

o Rather than engaging in job rotation which may sometimes create confusion to the 

employee adapting to different jobs, some have used a strategy whereby the employee 

is made to concentrate on his/her present job that would enable him/her to gain deep 

knowledge of the job. Proponents of this strategy believe that the employee would 

either find himselflherself interested in the job or arrange in some way with his/her 

superiors to get a transfer that would enable to satisfy the purported career object ive. 

o Carrying out periodic performance review meetings (like the experience of the Fund 

Management & Accounts Department that does it on a quarterly basis) in which strengths 

and weaknesses in employee performance wou ld be pinpointed for appropriate action. 

o Others have pointed out that although behavior is dynamic and complex and 

consequent ly difficult to predict or identify people' s interests and inclinations, their 

departments/area banks tend to avoid monotonous working procedures and are 

engaged in triggering self initiations i.n the design of jobs as far as that would enable 

achievement of corporate objectives. 
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On the contrary, few supervisors (managers) have responded that they made no efforts in 

ass isting their subordinates to find themselves in the right career path pushing this , 

responsibility to the HRLD which in most cases does not have direct contact with employees 

of other departments and area banks except through their superiors. 

It is advisable that supervisors (managers) be continuously engaged 111 setting favorable 

working conditions to their subordinates so that the latter can realize achievement of their 

career objectives through effect ive search of their competencies. 

3.3. Performance appraisal method and criteria 

The Bank, in general makes use of the graphic rating scales method of performance appraisal 

whereby employee performance is compared to some set of predefined criteria. The appraisal 

form has five leve ls of grading for each factor or criterion of performance each of which is 

subdivided into four levels. All the criteria in the appraisal form are of equal weight . Thus 

employees' ratings for each cr iterion of pcrformance are marked out of 10 points. The 

grading levels and the points ass igned to them under the four levels of performance are 

summarized in the following Table. 

Table 3. Content of appraisal form 

Points Assigned 

Grading Level Little Less Average 

Excellent 8.5 9 

Very Good 6.5 7 

Good 4.5 5 

Fair 2.5 3 

Poor 0.5 1 

Source: Performance appraisa l for mat of Dashen Bank S.C. 
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Above Average 

9.5 

7.5 

5.5 

3.5 

1.5 

High 

10 

8 

6 

4 

2 



The appraisa l form also defines what constitutes excellent, very good, good, fa ir, and poor 

performance. Each criterion of performance on the form is broken down into specific 

measures that indicate the varying degrees of performance for a given performance variable. 

The total rating results a non-supervisory staff earns are divided by 16 (the number of criteria 

avai lab le for non-supervisory employees) and those for supervisory staff would be divided by 

18 (the number for supervisory employees - with two addit ional criteria re lated to their 

supervisory capability, the 16 being essentiall y the same with those of non-supervisory staff). 

The staff's total ratings would be determined by summing up his/her ratings for the different 

performance criteria from which an average rating result would be calculated to determine 

where in the grading level the staff's performance rating wou ld lie. Most of the criteria in the 

appraisal form try to measure behavior though there are few that relate to traits . 

3.3.1. Performance appraisal criteria for non-supervisory staff 

The following list comprises the criteria that are in use in the prevailing appraisal instrument 

for non-supervisory (clerical and non-clerica l) staff. 

o Knowledge of the job 

o Quality of the work 

o Dependability and sense of 
responsibility 

o Relation with olher employees and 
customers 

o Initiative at work and to help 
others 

o Punctuality on his/her job 

o Presence on his/her job 

o Personal altitude 

o Involvement in team work 

o Commitment to fulfill corporate 
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objectives 

o Serving staff and customers with 
effective & efficient quality service 

o Health situation that affects one's 
duty 

o Effectiveness to implement 
instruction and directions 
including in circumstances of 
difficult situation 

o Achievement in developing 
subordinates 

o Effort for self development in 
knowledge & skill 

o Personality on the job 



3.3.2. Performance appraisal criteria for supervisory staff 

The appraisal form for supervisory staff includes two additional criteria: 

o Knowledge of the job 0 Health situation that affects one's 

o Quality of the work 

o Dependability and sense of 
responsibility 

o Relation with other employees and 
customers 

o Initiative at work and to help others 

o Punctuality on hislher job 

o Presence on his/her job 

o Personal attitude 

o Involvement in team work 

o Commitment to fulfill corporate 
objectives 

o Serving staff and customers with 
effective & efficient quality service 

duty 

o Effectiveness to implement instruction 
and directions including in 
circumstances of difficult situation 

o Achievement in developing 
subordinates 

o Effort for self development in 
knowledge & skill 

o Personality on the job 

o A chievements in building impartial 
and conducive working environment 
to the staff & customers 

o M aturity!communication skills, 
leadership quality in solving 
problems and self discipline 

As can be observed from the above list, many of the criteria, being behavior or trait - related, 

lend themselves to a high degree of subjectivity by raters. 
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Table 4. Opinion of sample respondents on the appropriateness of performance 
appraisal criteria 

Q. 9. For Supervisory (Managerial) 
staff Yes No Indifferent Total 

Do you think that all the standards are 
appropriately understood by 
appraisees? Frequency 21 18 a 39 

% 54 46 a 100 

Q. 11. For both (NS) & S(M)* 

Do you think that the weights assigned 
for the criteria in the appraisal form 
are appropriate? 

Non-supervisors Frequency 28 37 2 67 

% 42 55 3 100 

Supervisors (Managers) Frequency 20 19 a 39 

% 51 49 a 100 

Total Frequency 48 56 2 106 

% 45 53 2 100 

Q. 12. Supervisors (Managers) 

Do you think that the criteria in the Frequency 26 13 a 39 
present 

67 33 a 100 % 
appraisal form are representative 
enough to 

tru ly reflect a subordinate's real worth 
to his/her work unit or to the 
organization as a whole? 

Source: Questionnaire, June 2007 . 

* NS = Non-supervisory employees, S (M) = Supervisory (managerial) employees 

Whi le people' s judgment of others knowledge of something still remains subjective, this element 

of subjectivity can increase (decrease) with the strength of the relationship between the superiors 
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and their subordinates. The closer the work relationships between a supenor and his/her 

subordinate, the greater the degree of certainty that the superior can predict about the behavior 

and attitudes of the subordinate. 

From Table 4 above, it can be seen that 54% of the supervisory respondents do not believe that 

the ir subordinates do have a clear understanding of the criteria in the appraisal form on the basis 

of which their job performance wou ld be rated. This may be a consequence of the rating scales 

appraisal method being adopted which requires the least effort to complete but with cr iteria that 

are highly detached fro m the performance elements in the employee's job description. It is 

advisable that there be a reasonable degree of relationship between the employee's job (pos ition) 

descr iption and the criteria used for appraisal. 

As to the appropriateness of the weights assigned to the performance appraisa l criteria (Question 

No. 11),42% of the non-supervisor respondents answered in support, 3% were indifferent , while 

the remaining 55 % were of the opinion that assigning equal we ights to all the criteria would not 

be appropriate. On the other hand, the response rate in SUppOlt of and against the appropriateness 

of the weights was 51-49 for the supervisory (managerial) respondents. Those respondents who 

objected the appropriateness of the weights have proposed that it would be better if job-related 

criteria, such as knowledge of the job, quality of work, etc., had higher weights than those not 

directly related to job performance, such as attitude, personality, etc. 

Asked their opinion on whether the criteria in the present appraisa l form are representative 

enough to tru ly reflect their subordinates' real worth to his/her work unit or to the organization as 

a whole, 67% answered yes while the remaining 33% had the opinion that the criteria have 

problems in this regard . The latter had expressed that while an employee might have scored high 

56 



on many (a ll) of the job-related performance criteria and hislher contribution to hislher work unit 

or organization is decisive, his/her less than average performance on non-job-related factors 

might have pushed his/her rating result down to a level where the employee's real wOlth might 

not be recognized. 

To the questions "What criterion/criteria must be added (removed) from the existing appraisal 

form to enhance effectiveness of the appraisal system and how do you see use of the same 

appraisal format (in terms of content) across all levels in the organization irrespective of the 

nature of the job?" the fo llowing were the results from 36 supervisory (managerial) respondents: 

o 16 (41 %) commented nothing 

o 6 (15%) commented that all the criteria are relevant and hence no need to add to or 

remove from the existing appraisal form. 

o 10 (26%) sa id that the criteria in the existing appraisal form are quiet relevant, no need to 

add to or remove from, however, efforts must be exerted to reduce areas of subjectiv it y 

as much as poss ible and to give higher weights to those factors that are job-re lated and 

reduce the weights of those that are not job-related , i. e., an appraisal form with varying 

weights for the different criteria depending on the nature of the job and/or place of 

assignment. Some supervisors in this category have corrunented that making the 

appraisal system job-spec ific would be costly, COnfuSUlg, and administratively difficult . 

Hence better to utilize the same general format to all kinds of employees in the bank. 

o Others (18 %) have different comments. Among those commented are: the need to add in 

the content a statement requesting the employee whether he/she is satisfied with his/her 

job and if not, why not?; appraisal cr iteria must be on the basis of the position an 

--~', -- , __ ~v 

;;V 
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individual holds so that those criteria which do not relate to that position must be 

removed from his/her appraisal; some redundant criteria must be removed. One area bank 

manager has particularly suggested removal of the need for rater 's comment on the 

potential of their subordinate for a higher position/greater responsibility as it is evident 

that supervisors (managers) do not usually deny giving positive remarks on this issue for 

fear of subsequent contlict with the subordinate. Another respondent has proposed that it 

would be better if separate appraisal forms are designed for each Head Office organ, 

which specialize in different functions , and uniform formats for all area banks as the 

latter carry out similar activities throughout the bank. 

The answers provided by non-supervisory respondents could be summarized as follows: 

o It would be better to develop specific criteria for each specific position on the basis of job 

description rather than using the same general criteria to all positions. Thus evaluation 

criteria that are unrelated to some employees' job should be removed. Moreover, some 

have suggested that appraisal content should take into account employees' work 

experience, educational qualification etc. 

o Criterion about employee health situation should be removed as this may cause loss of 

morale to some employee who repeatedly experience health problems. Employees with 

such problems may feel alienated and be psychologically disturbed which would have 

negative impacts on the employees' future productivity. Some have suggested neatness 

and style of dressing under personality dimension to be removed from the form. 

o A statement should be added in the comments part of the appraisal requesting on whether 

he/she is satisfied with his/her position and/or place of assignment. This, according to the 
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respondents would allow searching for the root cause for any employee performance­

related problems. 

o The criteria put for the highest point , i.e., 10 seem to be unrealistic requiring performance 

perfection in each employee, better to make the points reasonably realistic. 

In general criteria define performance dimensions against which employee efforts towards 

achieving organizational goals would be judged. Thus, such criteria need to be quantifiable and 

measurable as much as possible if they are to be relied upon as bases for any administrative as 

well as developmental decisions. In the absence of such degree of objectivity, it is unlikely to 

find that different raters rate the performance of the same employee in the same manner, nor the 

same performance criteria judged similarly. 

Interview with the Head, Human Resources Management Division of the Bank, has revealed that 

the Human Resource Department has devised ways to tackle the influence of such subjectivity on 

administrative decisions to be taken on the basis of employee performance ratings. Accordingly, 

the Department makes use of employee performance ratings for at least three consecutive 

appraisal periods so that the employee's consistency in achieving similar or better result can be 

ascertained to consider him/her for the intended administrative decision. The Division Head 

further disclosed that this procedure would enable to judge the dependability of evaluator's 

rating ability through checking their consistency of subordinate rating in the different periods or 

to search for explanation for explanations for any big variations in the employee's rating results 

across periods. 

A mismatch between employee job descriptions and performance criteria contained in the 

appraisal form may lead to nonperformance of certain activities on the part of the employees 
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when appropriate measures are not provided for those activities. This may affect the overall 

performance of the organization when crit ical activities are not given particular attention in the 

performance appraisal. Weights reflect the relative importance of performance dimensions. 

Therefore, it is logical that those performance aspects that are inva luable for the successfu l 

accomplishment of a g iven job should receive a higher weight. 

3.4. Performance appraisal period 

The bank undertakes performance appraisal for all employees twice a year in January (for the 

period July I to December 31) and July (for the period January I to June 30). Moreover, 

performance appra isal is conducted by immediate supervisors for fresh employees who are in 

their probation period as feedback for management whether the employees should stay 

permanent. This paper centers on the per iodic employee performance appraisal. 

Table 5. Response of sample employees on the frequency of performance appraisal 

Q. 2. For Non-supervisors Once Twice Quarterly Monthly Total 

How often do you think 

performance appraisal should 

be conducted in a year? Frequency 2 39 24 2 67 

% 3 58 ' 36 3 100 

Source: Questionnaire, June 2007. 

Table 5 indicates that 58% of the non-supervisory respondents do support the Bank's existing 

practice of appraising employees semiannually whi le 36% have suggested that appraisal should 

be carried out on a quarterly basis. Comments from supervisory (managerial) employees on the 

frequency of the appraisa l system indicate that 85% were in support of the bi-annual appra isa l 

practice, 10% recommended appraisal on quarterly basis, and 5% proposed appraisal to be 
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conducted up on completion by the employee of major activities that constitute an important part 

of the latter's job. The results indicate that all respondents , in one way or another, believe the 

need to conduct performance appraisa ls. 

Performance feedback given frequently and closer to the action would be more effective in 

cOlTecting employee performance problems timely. However, handling the formal appraisa l task 

frequent ly wou ld not be poss ible at no cost. It requires a great dea l of supervisors' time, effort, 

and co mplicates the decision process due to bu lky information apart from the cost of stationery 

that may rise with added frequency. Many of the respondents that supported the bi-annual 

appra isa l have additionally commented that though the formal appraisals shall be aggregated 

twice a year, supervisors (managers) should be engaged in giving continuous feedback to their 

subordinates. The existing practice of semi-annual evaluation may be enough if supervisors 

(managers) introduce frequent feedback to employees informally and then formally summarize 

performance at evaluation time. 

Asked whether they are busy coaching the performance of their subordinates, the supervisors 

(managers) have responded as shown in Table 6 below. 

Table 6. Supervisors' response on whether they are engaged in coaching of their 

subordinates' performance 

Q. 10. For Supervisors (Managers) Yes Yes Never Total 
always occasionally at all 

Are you busy coaching the job 

performance of your subordinates? 
Frequency 24 11 4 39 

% 62 28 10 100 

Source: Questionnaire, June 2007. 

61 



It can be observed from Table 6 above that although 90% of the supervisory respondents had 

been invo lved in some level of coaching, 10% st ill had not exercised coaching at all. Coaching 

involves ongoing communication between supervisors and employees. Working together, a 

manager and an employee can share informat ion about work progress, potent ial barriers and 

problems, possible so lutions to problems and how the manager can help the employee. One 

purpose of ongo ing performance communication is to keep the work process dynamic, flexible, 

and responsive. Such communication helps employees cope with changes. Supervisors (mangers) 

need certain informat ion to coordinate the work of those reporting to them. Potential problems 

need to be identified early enough so that they can be solved before they become more difficult 

to manage. A good performance management requ ires that supervisors (managers) be 

continuously engaged in coaching of their subordinates' performance before the launching of the 

formal appraisal rev iew. As coaching is mainly aimed at employee development , employees 

would fee l highly mot ivated and consequently productivity would increase. Coaching would also 

stand as a point of reference for the supervisor (manager) who would normally feel 

uncomfortable communicating negative performance feedback to hislher subordinates. 

3.5. Who should evaluate employees' performance? 

According to current practice in the Bank, the responsibility for appraising employee 

performance lies on immediate supervisors. While appraisal by immediate supervisors may be 

supported in lieu of the latter's frequent interaction with employees and their knowledge of the 

employees' jobs, employees and supervisors may opt for others to take part in the appra ising 

task. Table 7 indicates preference of the sample respondents as to who should handle this task. 
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Representations: 

I = Immed iate supervisor 

P = Peers (Colleagues) 

S = Subordinates 

E = Employee himself/herself 

C = Customers 

Table 7. Employees' opinion on who should handle the performance appraisal task 

In your opinion who should 
1 & 

evaluate employees' I P S C I&P I&S I&E I&C 
Other 

performance appraisa ls? 

Non-supervisors Frequency 25 I I 2 8 4 5 12 9 

% 37 2 2 3 12 6 7 18 13 

Supervisors 
19 0 0 0 2 I 5 7 6 (Managers) Frequency 

% 48 0 0 0 4 2 13 18 IS 

Total Frequency 44 1 1 2 10 5 10 18 15 

% 42 1 1 2 9 5 9 17 14 

Source: Questionnaire, June 2007 

Total 

67 

100 

39 

100 

106 

100 

Table 7 shows that employee appraisal by immediate supervisor has got the highest preference 

among the given alternat ives by both the non-supervisory and supervisory (managerial) 

respondents . Accordingly, 37% of the non-supervisory and 48% of the supervisory (manageria l) 

sample respondents have opted for employee appraisa l by immediate supervisors. The Table also 

indicates that 56% of the non-supervisory and 52% of the supervisory respondents, though were 

in support of evaluation by immediate supervisors, had proposed some combinat ion of the latter 

with other internal and external parties who either directly or indirect ly have work relationships 

with employees. Among these combinat ions, the immediate supervisor's association with 

customers has got the biggest share both by the non-supervisory and the supervisory respondents , 
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I.e., 18% in each case. The respondents in support of this combination have proposed that as 

banking is a service rendering business, customers have a stake in the employee performance 

appraisa l process and hence should participate in it. However, some respondents had qualified 

opinion on this issue stating that customer participation in the appraisal process should be limited 

to those employees whose place of assignment involves direct customer contact. 

Some respondents favoring employee appraisal by immediate supervisor also have additiona lly 

proposed involvement in the appra isa l process of distant supervisors who in one way or another 

have the chance to view the employee's contribution. A case in point could be participation of 

Head Office Management Loan Committee members in the evaluation of their counterpart area 

bank managers and loan officers. 

Others have proposed a sort of multi-person evaluation whereby the immediate supervisor, peers, 

subordinates and customers participate in the employee evaluation process. While such multi-

person eva luations might be time consuming and too expensive to put in practice, there is no 

reservation that they give complete, multi-d imensional picture of an employee ' s performance. 

----Having multiple raters has the advantage of reducing rater errors, particularly central tendency, 

halo error, leniency, and pr imacy & recency. The management may consider an appraisal system 

whereby different combination of raters may be involved in so far as the costs of introducing 

such a system do not exceed the expected benefits. 

3.6. Purposes of employee performance appraisal 

Although it was not poss ible to find documentary record on what the intended purposes of 

performance appraisa l in the Bank are and on other aspects of the appra isa l system, interview 

with Head Human Resource Management Division (HRMD) has revea led that employees' 
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performance ratings, along with relevant work experience and educational qualification, are used 

as valuable inputs in determining who should get salary increment (bonus), promotion, and 

training and development. While this may be what the HRMD actually does, what employees 

and managers of the Bank perceived of the real uses of the appraisa l system, on the other hand, 

was different. The sample respondents were asked on whether they believe the Bank's appraisa l 

system is meeting its intended purpose. Table 8, next page shows responses of the respondents. 

From Table 8, next page, it can be learnt that 79% of the non-supervisory and 74% of the 

supervisory (manageria l) respondents do not believe that the performance appraisal system of the 

Bank is meeting its intended purposes. 

While it calmot be safely concluded that performance appraisal has no significance in 

determining employees' future in the Bank, the responses from the respondents indicate that one 

or a combination of the fo llowing might have accounted for their perception of the system: 

o The lack of clear cOlmection between performance and reward. So long as employees 

could not observe their efforts being accompanied by positive performance that eventually 

leads to rewards (which may be in the form of promotion, salary increase, or training & 

development) in a reasonably Sh0l1 period, they wouldn't be motivated and consequently 

their attitude towards the system's effectiveness would be dist0l1ed. 
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Table 8. Response of sample respondents on matters related to purpose of performance 

appraisal system 

Q. 6. For (NS)* & Q. 8 for S(M)* 
Do you think that the performance appraisal system 

in your organizat ion is strictly meet ing its intended 
Yes No Indifferent Total 

purposes? 

Non-supervisors Freq. 12 53 2 67 

% 18 79 3 100 

SUjJcrvisors (Managers) Freq. 10 29 0 39 

% 26 74 0 100 

Total Freq. 22 82 2 106 

% 21 77 2 100 

Q. 18. For non-supervisors 

Is there any possibility of misus ing the appraisal 

system by your supervisor (rater) for purposes Freq. 25 40 2 67 

other than those intended by the organi 7.atinn? % 37 60 3 100 

Source: Questionnaire, June 2007. 

*NS = Non-supervisors , S (M) = Supervisors (Managers) 

o The subjectivity embodied in the appraisal instrument (the loose connection between 

performance criteria provided in the appraisal form and employee actual job 

performance) and the associated less probability that ratings would not be uniform across 

raters and might have caused employees to form a negative impress ion towards the 

system that their organizational rewards would not be determined by their performance 

ratings. 

o Absence of clear and transparent communications between the Human Resources 

Department and the different work units on how employees' performance would be 
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valued and what administrative decisions would be taken on that basis might form an 

impression in the employees that their performance records would be simply damped in 

their personnel files mainta ined with the department. 

From Table 8, it can also be learnt that 37% of the ratee respondents believe that there is the 

poss ibility of misusing the appraisal system by their supervisors for purposes other than what the 

system ought to serve. This perception by the ratees may create reluctance on the part of the 

latter in accepting ratings given by supervisors gracefu lly. Employees who are devoid of 

promotions and have stayed long in their current positions may probably come up with such 

perceptions attr ibut ing their fa ilure to their supervisors' intent ions of misus ing the appraisal 

system. Supervisors should engage in open discussions with subordinates regarding performance 

issues and should stand cooperative in so lving problems faced by the latter in the course of 

accomplishing their duties rather than using performance appraisals to threaten their 

subordinates, which creates an atmosphere of fear and misunderstanding. Conversely, 

subordinates should be encouraged to free ly express their feelings , what so ever, about their 

work relationships with their superiors. In the absence of such transparency, organizational 

performance may be severely affected. Moreover, the employee respondents have suggested the 

following to ensure impossibility of misusing appraisal results by supervisors (managers): 

o Superiors should have adequate knowledge of their subordinates' job. In this way 

they can build their self confidence thereby avo iding their fear that competent 

subordinates may displace them fro m their positions. 

o Mak ing the appraisal system as objective as poss ible, such as by giving higher 

weights to important job related matters that can be quantified thereby giv ing little 
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room for manipulation of the ratings 

o Evaluations better be done by a committee of appra isers having direct or indirect 

work relations with the employee, rather than immediate superv isors alone 

o Introduction of a system of upward eva luation whereby superiors' performance IS 

evaluated by their subordinates. 

o Involving raters in trainings that would allow them to maximize their rating ability 

and boost their ethical considerations (fairness) related to performance rating 

o Raters better aid their appraisals with documentation, wherever possible 

Given the following cho ices, the sample respondents were asked as to what their perceptions of 

the appraisa l system in their organization looks like. The answers from the respondents are 

summarized in Table 9 below. 

A. A mere evaluative tool that alms at 

magnifying subordinates' 

performance weaknesses 

B. As a developmental tool that 

reinforces positive behaviors and 

stimulates improvement of weak 

performances in future 
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C. As a process that adds to the paper 

work of managers with out benefits 

sought 

D. As an administrative tool on which 

various administrative decisions are 

based 

E. Other 



Table 9. Respondents' perception on appraisal system of the Bank 

Q. 15. For NS & 
Q. 20 for S(M)* 

Total 
How do you perceive A B C D A&C A&D B&D Other Total B,D, 
the performance B&D 
appraisal system in 
your organization? 

Non-supervisors Freq. 4 22 28 6 2 0 0 5 67 28 

% 6 33 42 9 3 0 0 7 100 42 
Supervisors 
(Managers) Freq. I 13 5 I 1 1 15 2 39 29 

% 3 33 12 3 3 3 38 5 100 74 

Source: Questionnaire, June 2007. 

*NS = Non-supervisors, S (M) = Supervisors (Managers) 

As far as perception of the respondents is concerned, Table 9 indicates that 42% of the non-

supervisor employees do perceive the Bank's appraisal system as a mere paper work that adds 

the work load of managers, while the response rate for their counterpat1 supervisors (managers) 

was only 12%. The Table further displays that although the majority of the supervisors (74% 

from Table 8) do not think that the performance appraisal system of the Bank is meeting it s 

intended objectives, just equal pOttion of them (74%) perceive the system as either a 

developmental or administrative tool or a combination of these. Only 42% of the non-

supervisory respondents have this similar perception. 

These findings regarding differences between non-supervisors, and supervisors' (managers') 

perceptions of the appraisal purpose appear to be related to differences in the roles the two 

parties play in the appraisal process. As appraisers, supervisors (managers) are most likely to 

convince themselves of the real significance of the appraisal system, while subordinates, as 
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apprmsees on the other side, may render the system unimportant, building negat ive attitudes 

towards it. 

It is sa id that people 's behavior is based on their perception of what reality is, not on realit y 

itse lf. Accordingly, no matter what the rea lity behind the purposes of performance appra isal at 

the Human Resources Department, unless efforts are made to change employees' perception of 

the system, employees wou ld continue to behave in similar fashion with little or no regard to 

what the effects of their performance ratings, which may at times lead to loss of initiative and 

product ivity. 

3.7. Employee access to appraisal results and post assessment 

discussion 

Questions on whether employees (subordinates) are allowed to view their appra isal resu lts and 

conversely whether supervisors (managers) allow their subordinates to view their rating resu lt s 

were posed to the sample respondents. The respondents were also asked whether they engage in 

appraisal discussions and whether they come across with any disputes re lated to the feedback 

giving process. The results are summarized in Table 10 (next page): 

Table 10 indicates that both parties to the appraisal system do have the same standing in relation 

to access to appraisa l results. The findings also indicate that 72% of the non-supervisors were 

inv ited by their supervisors for appraisal discuss ions whereby they are encouraged to freely 

express their comments on their performance ratings. 97% of the superv isors, on the other side, 

have disclosed that they have engaged in open discussions with their subordinates allowing the 

latter to freely express any comments on their performance rat ings. 
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Table 10. Employee access to appraisal results and appraisal discussion 

Q. 12. For Non-supervisors (NS) Yes No Total 

Do you have access to view yo ur appraisal results? Freq. 66 1 67 

% 99 I 100 

Q. 15. Supervisors (Mana2ers) 

Do you allow your subordinates to view their 

appraisal results? Freq. 39 0 39 

% 100 0 100 

Q. 13. For Non-supervisors 

Do yo ur supervisors ca ll for appraisal discuss ions 

whereby you are encouraged to free ly express your Freq. 48 19 67 

comments on your rating results? % 72 28 100 

Q. 16. For Supervisors (Mana2ers) 

Do you engage in appraisal discussions with your 

subordinates thereby encouraging them to freely Freq. 38 I 39 

express comments on their rating results? % 97 3 100 

Q. 18. For Supervisors (Managers) 

Have you ever been engaged in any sort of dispute 

with your subordinates due to the latter's Freq. 18 21 39 

dissatisfaction with your performance ratings? % 46 54 100 

Source: Questionnaire, June 2007. 

The supervisory (managerial) respondents have forwarded the fo llowing benefits to showing 

employees of their performance ratings and inviting them to palticipate in post assessment 

discuss ions: 

o Letting the employee (ratee) know what hislher performance-related strengths and 

weaknesses were during the appraisal period just ended so that he/she improves the 

observed weaknesses and reinforce the strengths in future. 
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o Free discussions between rater and ratee would instill sense of importance in the latter 

thereby strengthening the work relations between the two in the succeeding periods. This 

would motivate the employee to improve performance and allow the rater to see the 

otherwise obscured facet of their relationship. 

o The discussions would give supervisors the oppoltunity to discharge their responsibility 

of guiding their subordinates in the right direction. Unless subordinates are informed of 

their strong and weak points , it wou ld be difficult to expect improvement [TOm them. 

Performance weaknesses of employees usually reflect badly on supervisors' leadership 

capabilities and the latter's success in developing subordinates. 

o Free discussion among the parties would give subordinates the chance to air their voice 

on the strong and weak sides of the management that subordinates do not otherwise dare 

to raise other times in the normal course of their relationship. This clears 

misunderstanding between the parties invo lved and improves employees' perception of 

the appraisal system. 

o With open discussions, attitude of one party to the other and to oneself would become 

explicit. Appropriate post assessment interviews would also be of help in minimizing 

perception of biases subordinates create in their supervisors when there was actually 

none. It would help the parties to make reconciliations in their views to each other 

thereby enabling them to change those attitudes that were formed on the basis of wrong 

perceptions of one to the other. 

While the above are among the benefits of encouraging open post assessment discussion between 

supervisors (managers) and their subordinates, the following were cited by the respondents to be 

72 



the assoc iated costs: 

o The discussion may open the door for unnecessary debate which may lead to one party's 

formation of bad attitude to the other. It may further aggravate ill- will and hostility. 

o The practice may not work well for Ethiopians who in most cases are cultura lly bound 

not to accept face-to-face crit icisms. 

o The supervisor may not be loyal to expl icitly state his/her subordinate's weaknesses on 

the spot - may prefer to recommend the poor performer for a possible administrative 

action by the concerned organ. 

Although giving performance feedback is what is considered the most displeasing aspect of a 

manager' s job, there is no point to omit this crucial task in so long as it is the only means to 

communicate employees what was right and wrong in employees ' past performance habits . 

Supervisors should not rashly opt for secret ly informing the concerned Human Resource 

Department before giving the employees the chance to openly discuss the reasons behind those 

weaknesses with them through which solutions may become evident. However, appra isers 

should be reminded that they may not be required to disclose ratings results to their subordinates 

particularly when the appraisal is carried out with the initiation of management with the intention 

of making specific administrative decisions. 

A supervisor (manager) must have the patience to handle performance appraisal discuss ions and 

must have good knowledge of conflict management as most employees might get nervous when 

told about their performance weaknesses, which they do not want to listen about. People in most 

cases commit the so called self-serving bias attributing success to themselves and blaming others 

when they are judged to the negative. 
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Table 10 also indicates that 46% of the supervisory respondents have had conflicts with their 

subordinates following performance feedback. Those who had this experience have managed the 

conflict through giving employees a sort of counseling so that the latter improve their 

weaknesses in the succeeding periods. All the respondents have favorably responded that their 

subordinates have improved subsequently as advised. 

3.8. Documentation of critical performances and problems 

associated with the appraisal system 

Table 11. Respondents' answers on whether they maintain critical performance 
records 

Q. 14. Non-supervisors (NS) 
Yes No Total 

Do you maintain documentation of your critical 

accomplishments during the appraisal period? Freq. 14 53 67 

% 21 79 100 

Q.17. Supervisors (Managers) 

Do you maintain documentation of your 

subordinate's critical accomplishments during the Freq. 27 12 39 

appraisal period? % 69 31 100 

Source: Quest ionnaire, June 2007 

Table II demonstrates that 79% of the non-supervisors did not have the habit of maintaining 

documentation of their critical activities during a given appraisal period. On the other hand, the 

majority of the supervisory (manageria l) respondents did maintain record of their subordinates' 

critical performances during the appraisal period just ended. Maintaining complete record of 

critical activities performed during the appraisal period would help employees to have tangible 

evidence in front of court in case administrative decisions were taken on them on the basis of 

unfair performance ratings. This would also help emp loyees to have a complete account of their 
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performance during progress reviews and the final appraisal discussion with their supervisors. 

On the other hand, the response from the supervisory (managerial) respondents indicated that 

some 69% of them had the practice of maintaining documentation on employee performance. It 

is advisable that supervisors encourage their subordinates to keep track of their own 

accomplishments so that any forthcoming conflicts, in respect of the appraisal process, between 

the two can be reduced. 

Supervisory (managerial) respondents were asked about what rating biases they usually 

consciously or unconsciously commit while they rate their subordinates (Q. 19). The question 

was designed so that raters stand somewhere and look introspectively as to what their behavior in 

judging others looks like. Accordingly, some 46% of them have answered that they commit no 

forms of biases , either were genuine or were unwilling to witness against themselves that they 

get biased; the other 54% have declared to have committed anyone or a combination of the 

choice of rater biases given to them (similarity error, recency & primacy effect, single criterion 

error, halo error) of which the largest share, 15% admitted biased by the recency effect whereby 

their ratings were influenced by their subordinates' recent performance loosing sight of earlier 

performances in distant to their memory. Biases would continue to prevail as inherent parts of 

the appraisal system so long as the system accommodates subjectivity. What raters should do is 

recognize their presence and devise ways to reduce or eliminate their adverse effects, where 

possible, so that performance ratings can serve their intended purpose. For example, using the 

diary method of ma intaining subordinates' critical incidents , raters may reduce or e liminate 

recency effects up on their ratings, thereby increas ing the objectivity of the system. 
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Given an explicit list of choices, the respondents were also asked to cite the problems 

characterizing the appraisal system of the Bank most. The following were the choices forwarded : 

A. Lack of rater ability (training) to C. Rater bias ill evaluating 

evaluate performance performance 

B. Absence of employee participation in D. No link between some evaluation 

setting performance eva luation criteria and employee job 

criteria 
E. Others, specify 

The answers from the respondents are summarized in Table 12 below: 

Table 12. Employee opinions on problems of the appraisal system 

Q. 16. For NS & Q. 21 for S(M)* 

Which of the following problems apply to the performance appraisal system of 

your organization? 
Other 

A B C D A&C A&D B&C B&D C&D ABC combns Total 
Non-

supervisors Freq. 3 17 15 12 2 1 3 5 1 2 6 67 

% 5 25 22 18 3 2 5 7 1 3 9 100 

Supervisors Freq. 1 3 8 4 7 2 3 1 2 2 6 39 

(Managers) % 3 8 19 11 18 5 8 3 5 5 15 100 

Source: Questionnaire, June 2007. 

*NS = Non-supervisors, S (M) = Supervisors (Managers) 

Table 12 indicates that despite their degree of prevalence, all problems listed above were found 

to characterize the appraisal system of the Bank either in iso lation or in combination. However, 

whi le absence of employee participation was given the highest regard by the non-supervisory 

respondents, comprising 25% of the total respondents, rater bias was cited as the major problem 

by a relatively large number (19%) of the supervisory (manageria l) respondents. Problems are 

always prevalent in any appraisa l system. It is often said that addressing the problem correctly is 
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half way to solv ing the problem. Thus once the problems are addressed in this way, the Bank 

should look for the appropriate solutions, which inherently are implied in the problems. 

Finally, the major general comments or observations of the respondents on the appraisal system 

of the Bank, gathered through both the questionnaire and structured interviews made with the 

Human Resource Depattment, are summarized in the following findings: 

o The link between performance appraisal and rewards would better be explicit. So far no 

employee has been fired in relation to performance-related problems. This was not 

because there were no problems but because appraisal was not strict ly meeting its 

intended purposes. 

o Supervisors be assessed on the quality of ratings (their effort to exhibit objectivity in the 

midst of subjective criteria) - their fairness in assessing their subord inates. 

o The appraisal system would better be effective if fo rmats were designed taking into 

account nature of the job employees are accomplishing, their positions, quali fications, 

etc. Moreover, appraisal criteria should be updated from t ime to time with changes 

taking place in the external environment and allowing employees to irlvolve in setting 

performance standards so as to enhance the connection between employee job and 

performance cr iteria 

o Appraisal should be conducted with a view to maximizing employee benefits 

o Appropriate trainings that increase raters' understanding of the appraisal instrument and 

other aspects of the system shou ld be given to raters. Alternatively, appointing 

know ledgeable supervisors who have the necessary competence and experience about 

the duty that their subordinates hand le. 

o Use of multiple raters instead of a single boss, possibly invo lving customers where 

appropriate. 
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o Giving due respect to performance appraisal, which seems neglected at present. 

Employees should be constantly reminded about the impact that their performance 

ratings would have on their future in the organization. 

o The performance appraisal system of the bank has little or no contribution to the overall 

strategic objective of the Bank. 

o Appraisers should devise ways to uniformly assess subordinates' performance over the 

appraisal period without being biased by recency and primacy effects 

o Management should not unnecessarily interfere in the process, such as by limiting the 

number of employees that should fall under the extreme high and low levels of the rating 

scale - as is the case with the normal distribution 

o Encouraging raters to conduct post assessment interviews with their subordinates 
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CHAPTER FOUR 

CONCLUSIONS AND RECOMMENDATIONS 

4.1. Conclusions 

From the analysis made in the preceding chapter, the following conclusions are drawn: 

o About 88% of the non-supervisory and 94% of the supervisory (managerial) respondents 

have admitted that there is the practice of providing employees with job descriptions in 

the Banle The following problems were identified in relation to the criteria used in 

appraising employee performance: 

a. Use of same criteria for all sorts of jobs and positions. Employees - not 

evaluated on the basis of position requirements as put forth in their job 

descriptions. 

b. The non-job-relatedness of some performance criteria. Some criteria in the 

appraisal format emphasize behavior and traits rather than work-related 

outcomes, hence difficult to measure lending themselves to high rating 

subjectivity. 

c. Absence of employee participation in setting the job requirements put on the job 

descriptions or in development of the criteria used in appraising performance. 

d. Some employees have suggested the need to remove certain criteria such as, 

employee health situation and personality as manifested through neatness & style 

of dressing and add certain enquiries on employee sense of be longingness and 

job satisfaction. 
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o About 67% of the non-supervisor respondents have answered that they have positive 

attitude towards their present job, which is ascertained by job satisfaction. 

o The Bank currently makes use of the rating scales method of appraisal whereby 

employee performance is rated against a predefined set of criteria. Each criterion is 

considered to have equal we ights and is marked out of 10 points. An employee's 

performance may fall in one of five grading levels ranging from poor to excellent 

depending on where his/her rating result lies in the continuum. 

o About 55% of the non-supervisory and 50% of the supervisory staff have suggested that 

all criteria used in the present appraisal form should not receive equal weights . 

o About 47% of the supervisory (managerial) respondents did not believe that the criteria 

in the present appraisa l form are appropriately understood by their subordinates, while 

33% of them were of the opinion that the criteria do not truly reflect the true wOIth of the 

subordinates to their work unit or organization as who le. 

o The Bank currently has a practice of handling performance appraisals twice a year. 

Opinion of the non-supervisory respondents on the frequency of the appraisal period 

indicates that 58% of them supported the existing practice of bi-annual appraisal while 

36% suggested appraisa l to be exercised quarterly. The figure for supervisors (managers) 

was 85% in support of biannual appraisal and 10% for qumterly appraisal. 

o About 10% of the superv isory respondents admitted that they were not involved in 

coaching activities; rather they simply waited until the appraisal period was over to 

appraise their subordinates' performance. 
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o About 37% of the non-supervisory and 48% of the supervisory respondents favored 

appraisal only by immediate supervisors, both of which took the biggest share among the 

given alternatives, Of the other given alternatives, appraisal by the immediate supervisor 

in combination with customers has got the next higher choice. 

o The majority of the respondents (79% of the non-supervisory) and 74% of the 

[supervisory (managerial)] did not believe that the performance appraisal system of the 

Bank is meeting its intended purposes. 

o About 37% of the non-supervisory respondents had the belief that their supervisors 

misuse the appraisal system. 

o About 74% of the supervisory (managerial) respondents had perception of appraisal as 

an important tool of either development or administration or a combination of these, 

while only 42% of the non-supervisory respondents had similar perception. About 51 % 

of the non-supervisors perceived appraisal either as an evaluative tool or as mere paper 

work that adds to the work load of managers or a combination of these. 

o The answers by all respondents indicate that the Bank's appraisal practice permits 

employees to view their appraisal results. 

o A majority of the non-supervisor respondents (72%) had witnessed that their supervisors 

had the habit of calling subordinates for post assessment discussion. Also, 97% of the 

supervisory respondents had declared that they were engaged in inviting their 

subordinates to take part in post appraisal discussions. 
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o About 46% of the supervisory respondents had declared that they had some sorts of 

conflicts (which were not severe) with their subordinates following their unfavorable 

ratings. The conflicts were managed in subsequent periods. 

o Problems re lated to lack of rater ability (training) to evaluate performance, absence of 

employee part ic ipat ion in setting performance evaluat ion criteria, rater bias in evaluating 

performance, weak linkage between some evaluation criteria and employee job were 

found to characterize the appraisa l system, although their degree of prevalence as 

commented by the two categories of respondents was found different. 

Overall, employee performance appraisa l practice in the Bank is found that it is not given 

the attention it deserves. No clear guidelines and procedures are outlined in the personnel 

administration manual regarding this subject and nor its purposes explicitly stated in any 

part of the manual or other related document. There are also no clear guidelines regarding as 

to what the minimum rating expected of employees for them to be eligible to stay with the 

Bank and nor regarding the penalties and rewards for underperformance and exceeding 

certain performance leve ls, respective ly. The management' s reliance on performance 

appraisal results in taking administrative and developmental decisions is found limited 

owing to the subjectivity embodied in the system. Most employees also have a distorted 

built-in perception of the appraisa l process as they couldn't draw clear connections between 

the level of performance they achieved (as measured through the ratings they earned) and the 

rewards they expected to receive. There is no doubt that these deficiencies in the appraisa l 

system would affect employee motivation, productivity and tenure. Genera lly, it seems safe 
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to conclude that non-performance measures such as seniority and qualification take the 

priority in guiding personnel decisions. 

4.2. Recommendations 

If employees are expected to exert their maximum efforts towards realization of organizational 

goals, it is essential that a sound performance appraisal practice be put in practice. In situations 

where employees are not well informed of what they are expected to perform and the 

consequences that their performance would bring to them, it is difficult to imagine getting their 

finTI commitments. Thus the need for a properly des igned appraisal system that is we ll aligned 

with the organization's strategic plans and objectives and has got the acceptance of all 

concerned is not to be compromised. If the appraisal system is required to be effect ive, it should 

be used as an instrument of motivation rather than of punishment. Thus, the administrative and 

developmental purposes of appraisa l need to be given concern. The following recommendations 

are forwarded to help improve the weaknesses identified in the existing appraisal system: 

o Criteria in the existing appraisal format need to be revised so as to reflect changes in the 

operational environment. The more the criteria become job-related, transparent and 

clearly defined, the better their measurability and objectivity in assessing employees' 

efforts and the higher will be employees' motivation and commitment to exert their 

maximum efforts and see as to how their efforts are valued by the organization. 

o The link between performance appraisal and rewards should be explicit. The 

performance evaluation system should be well aligned with other HR functions (reward 

system and training and development). Performance appraisa l should be a major 

consideration in making administrative and developmental decisions related to 
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employees. Developmental benefits of performance appraisa l should be gIven due 

emphas is as they enhance employee motivation and contribute to changing employees' 

perception of the process. 

o Appropriate performance management policy and strategy, whereby employees are 

encouraged to participate in the formulation of standards against which their 

performance is evaluated and the employees along with their supervisors closely follow 

progress towards accomplishment of object ives, would be an advantage. However, given 

the large number of employees and the high variab ility of tasks performed, setting 

performance objectives for each and every employee may be confus ing and impractical. 

Hence a SOJ1 of team-based evaluation, whereby object ives are set for the teams (may be 

for the whole of departments or area banks or subunits in them) and individuals' roles in 

the teams of which they are a part are defined, wou ld be advantageous from practica l 

point of view. This wou ld also allow to assess member's as well as team's overall 

performance. Team-based evaluation can be justified owing to the nature of banking that 

involves team work and the similar ity of activities within different work areas. Thus, 

performance appraisal formats with criter ia that satisfy the needs of different teams and 

individuals within them should be designed so that objectivity in rating can be enhanced 

resu lts be more relied up on for any subsequent decision-making. 

o While the bi-annual appraisa l frequency has got the support of most respondents, the 

Bank may consider more frequent programs given the feasibility of added time and cost 

cons iderations. Supervisors should be encouraged to engage in day-to-day coaching of 

their subordinates' performance (with emphasis to poor performers) and strengthen 
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mutual relationships that would be of help m enhancing employee motivation and 

development. 

o Given the increas ing complexity of the business environment, glvmg due respect to 

performance appraisal, which seems somehow neglected at present, is a must. Thus, 

management of the Bank may consider evaluation by other parties apart from the 

existing practice of evaluation by immediate supervisors. Objectivity of the system and 

consequently its effectiveness can be enhanced provided other parties having direct or 

indirect work relations with employees were allowed to participate in evaluating 

performance of the employees. As a service giv ing organization, it is worthwhile to 

consider introduction of a system that allows for customer participation (for those organs 

of the Bank and jobs that involve customer contact) in the appraisal system. This would 

boost customers' sense of belongingness to the Bank and also contribute to the increased 

quality of service rendered by the Bank. Customers' evaluation of each employee is a 

difficult task leading to higher costs. Hence, departments/groups/task should be the 

subjects for evaluation. The customer can also be given the freedom to comment about 

an individual employee's performance, if he/she wishes. However, the Bank should take 

into account the added costs in relation to the benefits to be derived [Tom involving 

multiple raters. If the Bank has to stick to the single-boss appraisal system, raters should 

be encouraged to talk to customers and peers, review documentation, and incorporate 

other feedback if available, to ensure complete picture of employees' performance. 

o Appropriate and practical trainings that aim at increasing raters' know ledge of the 

subject matter of performance appraisal should be among the priorities in the Human 

Resource Department' s periodic training and development plans. Practice and feedback 
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training in which raters are given the opportunity to practice rating and they are allowed 

to compare their ratings with those of experts in the field or a predetermined 'true score' 

may be preferred. 

o Providing employees with timely feedback on their past performance and conducting 

post assessment interviews must be done to all employees. Rater train ing suggested 

above should also enhance the ability of raters in handling these interviews in a way that 

promotes a conducive work environment where harmony presides over dispute regarding 

performance appraisals. 

o Finally, the Bank should appreciate and value individual employee or team participation 

in its entire move to introduce a new performance appraisa l system since the employees 

are the subjects of performance and any system cannot be expected to be effective 

without fir st invo lving all the parties that have a stake in it. 
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Appendix I 
Addis Ababa University 

Faculty of Business & Economics 
MBA Program 

Questionnaire to be filled by Supervisory (Managerial) Employees 

Name of Student: - Meseret Yazachew 

Dear Respondent, 

The purpose of thi s questionnaire is to co llect primary data for conducting a study on the topic, 
"Performance Appraisal in Commercial Banks - A Case Study of Dashen Bank S.c." as 
partial fulfillment to the completion of the Masters of Business Administration (MBA) Program 
at Addis Ababa University. In this regard I kindl y request you to provide me reliable 
information that is to the best of your knowledge so that the findings from the stud y wo uld 
meet the intended purpose. I strongly assure you of confidential treatment of your answers and 
would like to extend my deep-heart thanks in advance for being a volunteer to devote your 
valuable time in filling this form. 

.. Directions 

• No need to wri te your name 
• Answer by making a" mark, by circling or in writing wherever 

appropriate 
• In case you have ambigu ities on any of the questions, please do not hesitate 

to contact me through my mobile number shown above. 

PART I. PERSONAL PROFILE 

1. Sex: Male D Female D 
2. Age: Be low 25 D 25-35 D 

Above 55 D 
35-45 D 45-55 D 

3. Educationa l Background: High School Complete D Diploma 

First Degree DMasters & above D 
D 

4. Job experience in present organization ___________________ _ 
5. Name of your department or area bank __________________ _ 
6. Present designation _________________________ _ 

PART II. QUESTIONS ON PERFORMANCE APPRAISAL 

1. Do you pro vide those employees working under rourl supervision with job descriptions and 
clear performance expectations? Yes D No 

2. Although providing employees with clear job descriptions and standards is not all that a 
superv isor (manager) is expected to do to ensure effective performance, what do yo u think 
would happen to the performance of employees in the absence of the former? _____ _ 
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3. It is a well known fact that an employee who is ass igned to work on a job in which he/she is 

not interested would not have effective performance, at least in the long run. In this regard, do 

you make efforts to make sure that your subordinates are in their right career path that would 
allow them to meet their personal as well as organizational goals? _________ _ 

4. What is the appra isal method you adopt to the interest of the employee? 

5. How often do you evaluate your subordinates in a year? ____________ _ 

6. If you think that this frequency is not enough, how often do you think performance appraisal 

shou ld be performed to ensure effectiveness? 

7. In your opinion, who should evaluate an employee's performance? You may choose more 

than one). 

A) Immediate supervisor? D B) Colleagues 0 C) Subordinates D 
D) The employee himselflherselfD E) Customers D F) Others, specify ___ _ 

8. Do you think that the performance appraisal in your organization is strictly meeting its 

intended purposes of determining employees' compensations, promotion, demotion, transfer 

and identification of an employee' s training needs? Yes D No D 
If no, what other criterion (criteria) is (ar~) us~d to serve the above purposes? 

9. Do you feel that all the standards are appropriately understood by the appraisees ? 

Yes D No D 
10. Are you busy enough coaching the performance of your subordinates thereby ensuring 

successful performance of your wo rk unit /organization per targets set? 

(A) Yes, I do coaching all the time D 
(B) Yes, but occasionally D 
(C) Never at all, I wa it until the appraisal period is over and rate him/her accord ing ly D 

II. Do you thin k that weights assigned for the criteria in the appraisal form are appropriate in 

judgi ng the real worth of a subordinate? In other words, are all the cr iteria equally re levant to 

yo u in li ght of the tas~u are act1uall r engaged in or those requirements put on yo ur job 

description? Yes U No 

12. Do you think that the criteria in the present appraisal form are representative enough to 

truly reflect a subordinate's real worth to his/her work unit or to the organization as whole? 

Yes D No D 
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13. In yo ur op inion what criteria must be added to the content of the exist ing appraisal form 

and which criteria must be removed there from to ensure maximum use of the appraisal 

system? 

14. How do you see the fact that the same appraisal format is used across all departments/area 

banks and to all emplo yees irrespective of the type of task they are accomplishing? What do 
you recommend in thi s regard ? ____ _ _______ _ _ ___ ____ __ _ 

15 . Do you all ow your subordinates to view their apprai sal results? Yes D No D 
If your answer is yes, what do yo u think are the benefits and/or costs from do ing so? 

16. Do you engage in appraisal discussions with your subordinates thereby encouraging them 

to free~press their complaints or any suggestions regarding the ir rating resul ts? 

Yes U No 0 

17. One reason for conducting performance appraisals is to defend your organization in case a 

legal dispute arises between the latter and its employees. In this regard, do you maintain 

documentation of yo ur subordinates' critical (exceptionall y good or bad) accomplishments 

during the appraisal period for use as a reference in yo ur discussion with yo ur subordinates? 

Yes 0 No 0 

18. Have you ever been engaged in any sort of di spute with your subo rdinates due to the 

latter's dissatisfaction on your performance ratings? Yes 0 No 0 
If yes, did you try to manage the conflict in the post appraisal period? 

19. What type of bias do you consciously or unconsciously commit while rating yo ur 

subordinates? 

(A) Gi ving unreasonably high ratings to those subordinates who are in some way similar to 

you 

(B) Rating subordinates on the basis of their recent performance los ing sight of his/her 

performance by the beginning or middle of the appraisal period 

(e) Allowing first impress ions of yo ur subordinates to distort your rat ings 

(D) Basing evaluations on single criterion while the subord inate ' s job invo lves good 

perform ance on a number of criteri a 
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(E) Allowing one tra it in the subordinate to influence yo ur evaluation of him/her on other 
traits 

(F) Other, specify _____________ _______ ____ _ 

20. How do you perceive the performance appraisal system in your organization? (You may 
tick more than one) 

(A) As a mere evaluati ve too l that a ims at magnifying subordinates' performance weaknesses 

in which case it creates fru stration in the ir future performance as well as in your feedback 

(B) As a developmental too l that reinforces positi ve behaviors and creates the ground for 

improvement of weaknesses in future performance 

(C) As a process that adds to the paper work of managers without benefits so ught 

(D) As a management too l on which various administrati ve decisions are based 

(E) Other, spec ify 

2 1. Which o f the following problems apply to the appraisal system of yo ur organization? 

(A) Lack of rater abilit y (training) to evaluate performance 

(B) Absence of employee part icipation in setting performance evaluation cri teria 

(C) Rater bias in eva luating performance 

(D) No link between some eva luation criteria and employee job 
(E) Others, specify 

22. Any suggestions on the employee performance appraisal practice of the bank and on how 

to improve its effectiveness. (You may a lso suggest any poss ible alternati ves to perform ance 

appraisal if yo u be lieve that the latter has no real bene fits to success of the who le organization) 

Thanks aga in fo r yo ur kind cooperation. Good job! 
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Appendix II 
Addis Ababa University 

Faculty of Business & Economics 
MBA Program 

Questionnaire to be Filled by Nonsupervisory Employees 

Name of Student: - Meseret Yazachew 

Dear Respo nd ent, 

The purpose of thi s questionna ire is to co llect primary data for conducting a study on the top ic, 

"Performance Appra isal in Commercial Banks - A Case Study of Dashen Bank S.c." as 

partial fulfillment to the comp letion of the Masters of Business Administration (MBA) Program 

at Add is Ababa University. In this regard I kindl y request you to provide me reliable 

information that is to the best of your knowledge so that the findings from the stud y wou ld 

meet the intended purpose. I strong ly assure you of confidential treatment of your answers and 

would li ke to extend my deep-heart thanks in adva nce for being a volunteer to devote your 

valuable time in filling this form. 

.. Directions 

• No need to write your name 

• Answer by making a;j mark, by circ ling or in writing where ver 

appropriate 

• In case you have amb iguities on any o f the questions, please do not hesitate 
to contact me through my mobile number shown above. 

PARTl. PERSONAL PROFILE 

I. Sex: Male 0 Female 0 
2. Age: Bel~5 0 25-35 0 

Above 55 LJ 
35-45 0 45-55 0 

3. Educational Bac kground: High School Complete 0 Diploma 0 
First Degree 0 Masters & above 0 

4. Job experience in present organizat ion _________________ _ 

5. Name of yo ur department or area bank _________________ _ 
6. Present designation ________________________ _ 

PART II. QUESTIONS ON PERFORMANCE APPRAISAL 

I . Do you clearly know what yo u are expected to perform in your present assignment, i. e., are 

your performance goals c learly communicated to yo u by your superviso r(s) via job 

descriptions and clear performance expectations? Yes 0 No 0 
2. Do you feel satisfied wit h the kind of job you are performing? In olher words, is yo ur 

present assignment in line with yo ur career plans to move up the organizat ion hierarchy? 

Yes 0 No 0 
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3, How often is your performance evaluated in a year? ______________ _ 

4, How often do yo u think performance appraisal should be conducted in a year? 

(A) Once (B) Twice (C) Quarterly (D) Monthly (E) Other period, spec ify ____ _ 

5, In your opinion, who should evaluate an employee's performance? You may choose more 

than one), 

(A) Immediate supervisor? D 
(B) Co lleagues D 
(C) Subordinates D 
(D) The employee himself/herse lf D 
(E) Customers D 
(F) Others, specify _____________________ _ 

6, Do you th.ink that the performance appraisal in your organization is strictl y meeting its 

intended purposes of determining employees' compensations,.t----l2!;omotion, demotion, 

transfer and identification of an employee's training needs? Yes ~ No D 
7, Does (do) your supervisor(s) actually engage in regular performance discuss ions with yo u 

thereby acknowledging your good contributions to your work unit and point out your bad 

performance so that you improve it in time before it cripples the who le of your 

performance? 

A) Yes, he (she) does it at all times D 
B) Yes, but sometimes D 
C) Never at all D 

8, If your answer to question No, 7 above is "yes", did the advice really work? 

Yes D No D 
9, If your answer to question No, 8 above is "yes", what changes have you introduced to 

yo urself to improve your future performance results? _ ________ ____ _ 

10, If "no", what do you think about the advice? 

II , Do you think that weights assigned for the criteria in the appraisal form are appropriate for 

the kind of job you are handling? In other words, are all the criteria equall y relevant to yo u 

in light of the tasks ~are actual).:Lgtgaged in or those requirements put on your job 

description? Yes U No ~ 
12, Do you have access to view your appraisal results? Yes D No D 
13, Do your supervisors ca ll for appraisal interviews wherein you are encouraged to freely 

express your complaints or forward any suggestions regarding your appraisal results? 

Yes D No D 
14, Do you maintain documentation of yo ur critica l accompl ishments during the appraisal 

period for use as a reference in case your appraiser fails to consider them in appraising 

your performance? Yes D No D 
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15. How do you perceive the performance appraisal system in your organization? 

(A) As a mere evaluati ve tool that aims at magnifying yo ur performance weaknesses in 

which case it creates frustration in you 

(B) As a management too l targeted for employee development through reinforcing positive 

behaviors and creating the ground for improvement of weaknesses in future 

performance 

(C) As a paper work that doesn' t affect your stay with the organization 

(D)As an administrative tool on which yo ur promotion, salary increment and other benefits 
are based 

(E) Other, specify ______________________ _ 

16. Which of the fo llowing problems apply to the appraisal system of your organ ization? 

(A) Lack of rater ability (training) to eva luate your performance 

(B) Absence of employee participation in setting performance evaluation criteria 

(e) Rater bias in eva luating performance 

(D) No link between some eva luation criteria and employee job 
(E) Others, specify 

17. In yo ur op inion what criteria must be added to the co ntent of the ex isting appraisal form 

and which criteria must be removed there from to ensure maximum use of the appraisa l 

system? 

18. Is there any poss ibility of misusing the appraisal system by yo ur supervisor, like giving 

lower results to those employees .n he/s he thi~re competent eno ugh to stand as a 

threat to his/her pos ition? Yes LJ No LJ 
19. If "yes", what do yo u suggest to make it impossible? 

20. Any suggestio ns (recommendations) on performance appraisa l practices of the bank (You 

may also consider any management practice that may stand as an alternative to performance 

appraisal. 

Thanks aga in for your kind cooperatio n. Good job! 
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Addis Ababa University 

Faculty of Business & Economics 

MBA Program 

Interview Questions for Human Resource Staff 

Name of Student: - Meseret Yazachew 

Appendix III 

How do you see tjle performance appraisal of the bank in respect of its contributions to the 

achievement of organizational mission and goals? Have you formulated these objectives of 

performance evaluation? If so, what are they? 

I. To what extent is performance appraisal system of the bank meeting its intended 

purposes? Fore example it sometimes may happen that decisions that have to be made on 

the basis of performance appraisal (such as bonus declaration) would be taken before 

employee appraisal results have reached the human resources department. 

2. What efforts -have been made to improve or otherwise change the appraisal practices of 

the bank? It is well known that a number of organizations, particularly those in the public 

sector, are introducing a number of performance management practices such as, the 

result-oriented performance appraisal system (ROPAS), integrated performance 

management systems and most recently the balanced score card performance 

management systems. In this regard , how do you see the effectiveness of the bank's 

existing rating scales method of performance appraisal? 

3. What employee performance-related problems have you come across so far - like in 

terms of number of customer complaints, turnover, absenteeism, lack of motivation 

following unfavorable supervisor ratings etc? 

4. How do you see the capability of existing raters and the dependability of the rating results 

for decision - making purposes? Have there been any attempt to develop rating skills of 

appraisers though formal training programs? 

S. What are the contributions of the bank's human resource department in insuring 

implementation of periodic performance appraisals by the Bank's different organs on a 

timely basis? What procedures are in use for this purpose? 

Thank you, 



APPENDIX IV 

EMPLOYEE STRENGTH IN THE COMMERCIAL BANKING INDUSTRY OF ETHIOPIA AS 

AT 30/06/06* 

Ser. No. Name of Bank No . of Employees Share of Total 

Government Banks: 

1 Commercial Bank of Ethiopia 7,347 51.2% 

2 Construction & Business Bank 884 6.0% 

Sub Tota l 8,231 57.3 % 

Priva te Banks: 

3 Awash International Bank S.c. 1,331 9.2% 

4 Dashen Bank S.C. 1,379 9.6% 

5 Bank Of Abyss inia S.c. 916 6.4% 

6 Wegagen Bank S.c. 1,043 7.2% 

7 United Bank s .c. 686 4. 8% 

8 Nib Internationa l Bank S.c. 768 5.4% 

Sub Total 6,123 42.7 % 

G rand Total 14,354 100.0% 

• Lion Bank IS not II1cluded II1 the list as It was not operalIonal by the end of June 2006. 
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