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Abstract: That the impact of High Performance Work 
Practices on firm performance is in part contingent this 
study comprehensively evaluated the links between 
systems of High Performance Work Practices and firm 
performance. Results based on a national sample of 
nearly one thousand firms indicate that these practices 
have an economically and statistically significant impact 
on both intermediate employee outcomes (turnover and 
productivity) and short- and long-term measures of 
corporate financial performance. Support for predictions 
on their interrelationships and links with competitive 
strategy was limited 
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Background 
 

The history of performance appraisal is quite brief. Its 
roots in the early 20th century can be traced to Taylor's 
pioneering Time and Motion studies. But this is not very 
helpful, for the same may be said about almost 
everything in the field of modern human resources 
management. As a distinct and formal management 
procedure used in the evaluation of work performance, 
appraisal really dates from the time of the Second World 
War - not more than 60 years ago. Yet in a broader 
sense, the practice of appraisal is a very ancient art. In 
the scale of things historical, it might well lay claim to 
being the world's second oldest profession!  
There is, says Dulewicz (1989), "... a basic human 
tendency to make judgements about those one is 
working with, as well as about oneself." Appraisal, it 
seems, is both inevitable and universal. In the absence of 
a carefully structured system of appraisal, people will 
tend to judge the work performance of others, including 
subordinates, naturally, informally and arbitrarily. The 
human inclination to judge can create serious 
motivational, ethical and legal problems in the 
workplace. Without a structured appraisal system, there 
is little chance of ensuring that the judgements made will 
be lawful, fair, defensible and accurate. Performance 
appraisal systems began as simple methods of income 
justification. That is, appraisal was used to decide 

whether or not the salary or wage of an individual 
employee was justified. The process was firmly linked to 
material outcomes. If an employee's performance was 
found to be less than ideal, a cut in pay would follow. 
On the other hand, if their performance was better than 
the supervisor expected, a pay rise was in order. Little 
consideration, if any, was given to the developmental 
possibilities of appraisal. If was felt that a cut in pay, or 
a rise, should provide the only required impetus for an 
employee to either improve or continue to perform well.  
Sometimes this basic system succeeded in getting the 
results that were intended; but more often than not, it 
failed. For example, early motivational researchers were 
aware that different people with roughly equal work 
abilities could be paid the same amount of money and 
yet have quite different levels of motivation and 
performance. These observations were confirmed in 
empirical studies. Pay rates were important, yes; but they 
were not the only element that had an impact on 
employee performance. It was found that other issues, 
such as morale and self-esteem, could also have a major 
influence.  As a result, the traditional emphasis on 
reward outcomes was progressively rejected. In the 
1950s in the United States, the potential usefulness of 
appraisal as tool for motivation and development was 
gradually recognized. The general model of performance 
appraisal, as it is known today, began from that time. 
 

Introduction 
 
The history of performance appraisal is quite brief. Its 
roots in the early 20th century can be traced to Taylor's 
pioneering Time and Motion studies. But this is not very 
helpful, for the same may be said about almost 
everything in the field of modern human resources 
management. As a distinct and formal management 
procedure used in the evaluation of work performance, 
appraisal really dates from the time of the Second World 
War, about seventy years ago.Yet in a broader sense, the 
practice of performance appraisal is an ancient art. In the 
scale of things historical, it might well lay claim to being 
the world's second oldest profession! 
There is, says  Dulwich (1989), "... a basic human 
tendency to make judgements about those one is 
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working with, as well as about oneself." Appraisal, it 
seems, is both inevitable and universal. In the absence of 
a structured system, people will tend to judge the work 
performance of others, including subordinates, 
informally and arbitrarily. The hardwired human 
inclination to judge can cause big problems in the 
workplace. Without a structured system of appraisal, 
there is little if any chance of ensuring that such 
judgements will be accurate, fair and useful. 
Performance appraisal began as an attempt to rationally 
correlate rewards and outcomes. That is, appraisal was 
used to decide whether or not the salary or wage of an 
individual employee was justified.  
The process was firmly linked to material outcomes. If 
an employee's performance was found to be less than 
ideal, a cut in pay would follow. On the other hand, if 
their performance was better than the supervisor 
expected, a pay rise was in order. Little consideration, if 
any, was given to the developmental possibilities of 
appraisal. If was felt that a cut in pay, or a rise, should 
provide the only required impetus for an employee to 
either improve or continue to perform well. Sometimes 
this basic system succeeded in getting the results that 
were intended; but more often than not, it failed. 

For example, early motivational researchers were aware 
that different people with roughly equal work abilities 
could be paid the same amount of money and yet have 
quite different levels of motivation and performance. 
These observations were confirmed in empirical studies. 
Pay rates were important, yes; but they were not the only 
element that had an impact on employee performance. It 
was found that other issues, such as morale and self-
esteem, could also have a major influence. As a result, 
the traditional emphasis on reward outcomes was 
progressively rejected. In the 1950s in the United States, 
the potential usefulness of appraisal as tool for 
motivation and development was gradually recognized. 
The general model of performance appraisal, as it is 
known today, began from that time. 

Modern Performance Appraisal 
 

Performance appraisal may be defined as a structured 
formal interaction between a subordinate and supervisor, 
that usually takes the form of a periodic interview 
(annual or semi-annual), in which the work performance 
of the subordinate is examined and discussed, with a 
view to identifying weaknesses and strengths as well as 
opportunities for improvement and skills development. 
In many organizations - but not all - appraisal results are 
used, either directly or indirectly, to help determine 
reward outcomes. That is, the appraisal results are used 

to identify the better performing employees who should 
get the majority of available merit pay increases, 
bonuses, and promotions. 
 
By the same token, appraisal results are used to identify 
the poorer performers who may require some form of 
counseling, or in extreme cases, demotion, dismissal or 
decreases in pay. (Organizations need to be aware of 
laws in their country that might restrict their capacity to 
dismiss employees or decrease pay.) 
Whether this is an appropriate use of performance 
appraisal - the assignment and justification of rewards 
and penalties - is a very uncertain and contentious 
matter. 
 
Objective of the Study: 
 
The main objective of this paper is to develop a model 
which explains the two biases in appraisal ratings, and at 
the same time explains how its impact on employees 
future performances with regard to motivation. Although 
this paper might be does not address the problem of the 
design of an optimal reward scheme, it does illustrate 
that a better understanding in the performance appraisal 
process is likely to contribute to a better understanding 
of the working of incentive schemes through 
performance appraisal for employee motivation. 
 
When They Are Conducted: 

Performance appraisals (PAs) are conducted at least 
annually, [38]  and annual employee performance reviews 
appear to be the standard in most American 
organizations. [8] However, "it has been acknowledged 
that appraisals conducted more frequently (more than 
once a year) may have positive implications for both the 
organization and employee." It is suggested that regular 
performance feedback provided to employees may quell 
any unexpected and/or surprising feedback to year-end 
discussions. In a recent research study concerning the 
timeliness of PAs, "one of the respondents even 
suggested that the performance review should be done 
formally and more frequently, perhaps once a month, 
and recorded twice a year." [14] 

Other researchers propose that the purpose of PAs and 
the frequency of their feedback are contingent upon the 
nature of the job and characteristics of the employee. 
[39] For example, employees of routine jobs where 
performance maintenance is the goal would benefit 
sufficiently from annual PA feedback. On the other 
hand, employees of more discretionary and non-routine 
jobs, where goal-setting is appropriate and there is room 
for development, would benefit from more frequent PA 
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feedback. Non formal performance appraisals may be 
done more often, to prevent the element of surprise from 
the formal appraisal’ 

Methods of Collecting Data: 

There are three main methods used to collect 
performance appraisal (PA) data: objective production, 
personnel, and judgmental evaluation. Judgmental 
evaluations are the most commonly used with a large 
variety of evaluation methods. [6] 

Objective production: 

The objective production method consists of direct, but 
limited, measures such as sales figures, production 
numbers, the electronic performance monitoring of data 
entry workers, etc. [6] The measures used to appraise 
performance would depend on the job and its duties. 
Although these measures deal with unambiguous 
criteria, they are usually incomplete because of criterion 
contamination and criterion deficiency. Criterion 
contamination refers to the part of the actual criteria that 
is unrelated to the conceptual criteria. [6] In other words, 
the variability in performance can be due to factors 
outside of the employee’s control. Criterion deficiency 
refers to the part of the conceptual criteria that is not 
measured by the actual criteria. [6] In other words, the 
quantity of production does not necessarily indicate the 
quality of the products. Both types of criterion 
inadequacies result in reduced validity of the 
measure. Regardless of the fact that objective production 
data is not a complete reflection upon job performance, 
such data is relevant to job performance. 

Happy-productive worker hypothesis 

The happy-productive worker hypothesis states that the 
happiest workers are the most productive performers, 
and the most productive performers are the happiest 
workers. 

Literature Review 

 
Performance Appraisal & Employee Motivation and 
Loyalty 
 
In the growing age of business and markets, human 
resource is the big asset of the organization; if the 
organization is not keeping well with its labour work 
force then it might get into trouble. Employees are the 
key features of the growth of the organization. In order 
to have efficiency, employee should be motivated and 
satisfied with their job and have devotion with the 
organization. HR professionals are the one who can 
make it possible to motivate the employees with the 
assessment systems by giving them fair appraisals as per 

their performance. There is a strong relationship between 
appraisal and motivation, job satisfaction and devotion. 
Keeping aside the main objectives of performance 
appraisal, it can be use as a mechanism to create a 
completion between employees to get the job done with 
all the linked targets and benchmarks (Robert, 1984). 
 
If the performance appraisal has some shortcoming in it 
and is actually creating some discrepancy in the process, 
then it will affect the motivational level of the employees 
and ultimately it will affect their efforts and the risk 
taking ideas for the betterment of the organization. Also 
they will lose interest in the affairs of the organization 
(Robert & Kim, 2007). Plus this de-motivation leads the 
employees to the lack of loyalty and they will look other 
options of good job and hikes in the rewards (bonnie, 
2002). 
 
Accurate performance appraisal is always preferable but 
if there is any inaccuracy then employees always prefers 
to have accurate performance appraisal with no hikes in 
rewards but not an inaccurate system that never 
encourages or recognizes their efforts. The assessment 
process should be fair because those employees who 
desires to receive exact performance appraisal over the 
period of time and also have all the rewards associated 
with that appraisal is the most motivated employee 
among all and similarly he or she tends to be more 
satisfied with his or her job and more loyal to the 
organization. 
 

Conceptual Framework 
  

 
Conclusion 

 
In many organizations, annual performance appraisals 
form the basis for the rewards employees get. In this 
paper, we have investigated how a manager’s 
performance appraisal aspects an employee’s future 
performance. A key feature of our model is that both the 
manager and the employee have a perception of the 
employees past performance. 
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