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ABSTRACT

Performance Appraisal is a commonly used powerful Human Resource tool used in the organization for attaining
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its objective. The major objective of the management is to motivate and encourage employees to improve their perfor-
mance and productivity, which helps in the overall development of the organization. The study aims to explore the impact that Performance
Appraisal has on the productivity of the employees in New Private Sector Banks in Coimbatore city,India. Structured questionnaire was used
to collect data from the respondents. Using Performance Appraisal as a motivational tool for the employees helps to increase employee satis-
faction with Performance Appraisal leading to increase in their productivity, which helps the organization to achieve its goals.

1. INTRODUCTION:

Performance Appraisal is considered as a system used to control
the overall organization. The major problem for the use of Per-
formance Appraisal in the organization is the purpose for which
it is used. The major objective of the management is to moti-
vate and encourage employees to improve their performance.
Hence, Performance Appraisal plays an indispensable role in
identifying, encouraging, evaluating, developing and rewarding
employees to improve their productivity. Banking services is one
sector where Performance Appraisal is widely used and a great
degree of attention is being paid to it. According to Kyra Shea-
han (2014), productivity is the driving force behind a company’s
growth and profitability.

2. PROBLEM STATEMENT:

Banking sector is undergoing enormous changes in the past few
years. Hence, to meet the needs of the changing global market,
it has become very essential to use the powerful HR tool, Perfor-
mance Appraisal to improve the productivity of employees. Per-
formance Appraisal has both positive as well as negative effect
if it is not implemented properly. Hence, this study is conducted
to find how Performance Appraisal can be used as a tool to en-
hance the productivity of employees in private sector banks in
Coimbatore city.

3. OBJECTIVE:

The study aims to explore the impact of performance appraisal
on productivity of employees in new private sector banks. This
research also helps to determine the effect of effective Perfor-
mance Appraisal and implementation on productivity.

4. PRIVATE SECTOR BANKS:

There are two categories of the private-sector banks, old and
new. The old private-sector banks are those banks which are in
operation from before 1991 and all those banks that have com-
menced their business after 1991 are called as new private
- sector banks (Dr. Mukund mahajan, Indian banking system.
Nirali prakashan. pp. 2.1-2.2).

5. REVIEW OF LITERATURE:
5.1. PERFORMANCE APPRAISAL FOR ORGANIZATIONAL DE-
VELOPMENT:

According to Drucker (1994) and Barney (1995), Performance
appraisal is a potential way to align all the efforts of the employ-
ees with organizational aims. The studies of DeCarlo & Leigh
1996; Jaworksi & Kohli 1991, suggest that performance appraisal
is a tool which helps in improving the performance of the em-
ployees and helps them to build their job satisfaction and organ-
izational commitment which is essential for the success of the
organization.

5.5. PERFORMANCE APPRAISAL AND ITS IMPACT ON EM-
PLOYEE’S PRODUCTIVITY:

In this competitive global market, companies need high perfor-
mance to survive. Achieving organizational success depends
largely on the performance of employees in their jobs (Hene-
man and Shwabs, 1982). Effective Performance Appraisal helps
to determine training needs of the employees for improving the
productivity of an organization (Walsh and Fisher,2005). Accord-
ing to Silberman (2003), effective Performance Management
programs help to retain valued high performers, by increasing
productivity and morale of employees in the organization. Some
Human Resource professionals feel organizational performance
as a sum of the employee’s performance. An appraisal provides
employee satisfaction in addition to direct benefits to the organ-
ization, which in turn leads to improved performance.

6. RESEARCH DESIGN:

The research design used for the study is descriptive in nature.
It is the scientific method used in observing and describing the
behavior of a subject without influencing it.

6.1. SAMPLING:

Convenient sampling was used in the study to select samples
from the large population of employees in new private sector
banks in Coimbatore, India. Fifty samples were selected from
seven new private sector banks in Coimbatore which includes
Axis, HDFC,ICICI, Kotak Mahindra, Indus Ind, Yes banks.

6.2. TYPES OF DATA:

Primary and secondary data were used for this study. The main
tool used for data collection was questionnaire. The secondary
data used for the study were collected from books, journals and
internet.

7. INTERPRETATION:
7.7. OPINION ABOUT FEATURES OF PA:

Table -1
SA-Strongly Agree A-Agree U- Uncertain DA-Disagree SDA-
Strongly Disagree

Particulars SA |A |U |DA [SDA|TOT

3
Performance Appraisal S S A L
1. feedback helps me to 12 139 136 |16 la 100
improve my job performance.

Performance Appraisal 6 Is |5 |2

9 followed in the organization |4 %
*_|motivates me to work better. |16 (24 {32 [20 |8 100
Performance Appraisal is 2

used in the organization LA S A G

3. |for the development of the
employees

8 (28 |36 (16 (12 (100
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I am satisfied with the 3 7 18 |5 9 25
4 Performance
*|Appraisal system. 12 28 [32 (20 |8 100
There is a positive correlation
between Performance 6 8 18 |2 ! 25
5. |Appraisal and my
productivity. 24 |32 132 |8 |4 100

Larson (1984) emphasizes the importance of evaluation and its
impact on the effectiveness of the organization and states that
feedback is one of the critical portions of organizational control
system. It is found from the study that 32% of the respondents
agree that Performance Appraisal feedback helps them to im-
prove their job performance. But majority of the respondents are
uncertain about that, while 12% of them strongly agree and 4%
of the respondents strongly disagree with that.

Work productivity is affected by motivation, where the highly
motivated employee will tend to be more productive, and vice
versa (ibid). 24% of the respondents agree and 16% of the re-
spondents strongly agree with the statement that Performance
Appraisal motivates them to work better while 20% of the re-
spondents disagree and 8% of them strongly disagree with it.

The focus of research has moved away from a narrow evaluation
issues to developmental performance appraisal as suggested by
Fletcher (2001), Levy, and Williams (2004). The study explored
that 28% of the respondents agree that Performance Appraisal is
used for the development of the employees, 8% of them strongly
agree, 16% of the respondents disagree and 12% of them strongly
disagree the same, while 36% of the respondents are uncertain
about that.

According to Meysam Fakharyan, Mohammad Reza Jalilvand,
Behrooz Dini and Ebrahim Dehafarin( 2012), the existence of
suitable Performance Appraisal system and the use of various
motivational mechanisms in the appraisal system will result in
employee satisfaction with the appraisal system. It is found that
28% of the respondents are satisfied with the Performance Ap-
praisal followed in the organization and 12% of them strongly
agree with it. It is also found that 20% of the respondents disa-
gree with the statement that they are satisfied with the Perfor-
mance Appraisal system and 8% of them strongly disagree. 32%
of the respondents are uncertain about their satisfactory level of
Performance Appraisal followed in the organization.

As said by Khazen (2008), the organizations productivity is
directly correlated to the effectiveness of the employee Per-
formance Appraisal. 32% of the respondents agree and 24%
strongly agree while 8% disagree and 4% strongly disagree with
the statement that there is a positive correlation between Perfor-
mance Appraisal and productivity and at the same time, 32% of
the respondents are uncertain about that.

7.8. EMPLOYEE RELATED ACTIVITIES BASED ON PA RE-
SULTS:
In the organization, based on my Performance Appraisal results

Particulars Always [Seldom |Never|Total
1 Training and development|6 10 ’ %
programs are undertaken. [24 40 36 100
9 Salary increments, bonus|19 5 ! 25
' and other benefits are
ey 76 20 4 100
18
3. Promotions and transfers 6 ! %
are fixed. 72 24 4 100

Performance Appraisal helps to determine the training needs of
the employees for the productivity of the organization (Walsh
and Fisher, 2005). It is found from the study that 24% of the re-
spondents feel that training and development programs are un-
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dertaken always based on their Performance Appraisal results,
while 40% of the respondents rarely and 36% of them never feel
that.

According to Randell (1994), if good performance is recognized
and rewarded, it increases the chance of repeating it, at the
same time the poor performers are discouraged to decrease
the chance of repeating the same.76% of the respondents feel
that based on their Performance Appraisal results salary incre-
ments, bonus and other benefits are given, while 20% of them
rarely feel that and 4% of do not feel so. It was also found from
the study that majority of the respondents believe that based
on Performance Appraisal results promotions and transfers are
fixed while 24% of the respondents rarely feel so and very less
percentage of about 4% of the respondents never feel so.

8. FINDINGS:

Majority of the respondents were uncertain about factors related
to Performance Appraisal like feedback, motivation, develop-
ment, satisfaction and productivity. Many respondents agree
with that while some respondents also disagree with the same.
Nearly half of the respondents were satisfied with accuracy, fair-
ness and independency of appraisal process.

It was also found from the study that majority of the respond-
ents feel that salary increments, bonus and other benefits and
promotion & transfers are always decided by the organization
based on Performance Appraisal results, while many respond-
ents seldom and never feel that training & development pro-
grams are undertaken based on PA results.

9. CONCLUSION:

Performance Appraisal is a tool that helps to improve the per-
formance of employees and helps to increase the Job satisfaction
and commitment of the employees (De Carlo and Leigh, 1996),
ultimately leading to increase in productivity of the employees
and the organization at large. This is essential for the new pri-
vate sector banks to survive in the industry, competing with al-
ready established government and other banks.

Implementation of effective feedback mechanism in the organi-
zation with employee development as the main aim helps to
build employee confidence on Performance Appraisal and ulti-
mately affects their performance and productivity in a positive
way. Performance Appraisal should be used as a motivational
tool of the employees, which will help to reap the benefits of
Performance Appraisal to the maximum by increasing their sat-
isfaction with it and there by increasing their productivity and
helping the organization to reach its goals. This would help the
new private sector banks to meet the competition existing in the
current global banking industry.
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