Int. j. adv. multidisc. res. stud. 2024; 4(3):1056-1060

Received: 21-04-2024

: International Journal of Advanced Multidisciplinary
Accepted: 01-06-2024

Research and Studies

Study on Impact of Performance Appraisals Systems on Employees
Satisfaction

ISSN: 2583-049X

1 Sandeep Virkar, 2 Shahnawaz Qureshi, 3 Aishwarya Jagtap, * Tanvi Tandel, > Ranjana Yadav
12,345 Rajeev Gandhi College of Management Studies Ghansoli, Thane, Navi Mumbai,India

Corresponding Author: Sandeep Virkar

Abstract

This study aims to investigate the relationship between
performance appraisal systems and employee satisfaction,
exploring the various dimensions and factors that contribute
to this dynamic and understand the impact of performance
appraisals systems on employee’s satisfaction. Several
employees working under different organization participated
in the survey from different sectors such as IT, Finance and
banking as to get in depth knowledge of how much an
organizational culture is related to employee’s performance.
Performance appraisals serve as a crucial component of

Understanding the nuanced effects of performance appraisal
systems is essential for organizations striving to enhance
employee well- being and productivity.

The findings of this study are expected to contribute to both
academic literature and practical implications for
organizations. Recommendations for improving
performance appraisal processes will be provided, taking
into consideration the diverse needs and expectations of
employees. The results will help organizations design and
implement performance appraisal systems that foster a

human resource management, influencing employee
motivation, engagement, and overall job satisfaction.

positive work environment, enhance employee satisfaction,
and contribute to overall organizational success.
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Introduction

In the dynamic landscape of contemporary workplaces, the role of performance appraisal systems in shaping employee
satisfaction has become a focal point for organizational scholars and human resource practitioners alike. As organizations
strive to optimize employee engagement, motivation, and productivity, the design and implementation of effective
performance appraisal systems emerge as critical components of talent management strategies. This research endeavors to
delve into the intricate relationship between performance appraisal systems and employee satisfaction, seeking to illuminate
the multifaceted dynamics that underlie this crucial interaction.

Performance appraisals serve as a structured mechanism for evaluating an employee's work performance, providing feedback,
and establishing goals for professional development. The significance of this process extends beyond its administrative
function, as it inherently influences the psychological contract between employees and their organizations. Employee
satisfaction, a key indicator of organizational health and performance, is intricately intertwined with the perceived fairness,
transparency, and effectiveness of performance appraisal systems.

The objectives of this study are threefold:

1. To critically examine the existing literature surrounding performance appraisals and employee satisfaction, identifying key
theories, frameworks, and empirical findings that shape our current understanding.

2. To empirically investigate the impact of various facets of performance appraisal systems, including feedback quality,
fairness, goal alignment, and frequency, on the overall satisfaction of employees across diverse organizational settings.

3. To offer actionable insights for organizations seeking to enhance the efficacy of their performance appraisal processes in
fostering a positive and satisfying work environment.
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Certainly, the impact of performance appraisal systems on
employee satisfaction is a widely researched topic in the
field of organizational behavior and human resource
management. Numerous studies have investigated the
relationship between performance appraisals and employee
satisfaction, considering various factors such as the design
of the appraisal process, feedback mechanisms, and the
overall organizational culture. Here's a general overview of
key findings and considerations based on existing research:

= Fairness and Transparency:

Perceptions of fairness and transparency in the performance
appraisal  process significantly influence employee
satisfaction. When employees believe that the evaluation
process is fair, unbiased, and transparent, they are more
likely to be satisfied with the outcomes.

= Manager-Employee Relationship:

The relationship between employees and their managers
plays a pivotal role in satisfaction with the appraisal process.
Open communication, trust, and a positive manager-
employee relationship contribute to a more positive
appraisal experience.

= Recognition and Rewards:

Recognition of achievements and the presence of a fair
reward system are crucial for employee satisfaction.
Employees who feel that their efforts are acknowledged and
appropriately rewarded are likely to be more satisfied with
the performance appraisal process.

= Employee Involvement:

Involving employees in the goal-setting process and
allowing them to participate in self- assessment can enhance
satisfaction. When employees feel they have a say in the
evaluation process, it can contribute to a sense of ownership
and fairness.

»= Organizational Culture:

The overall organizational culture, including its commitment
to employee development and performance improvement,
influences the impact of performance appraisals on
employee satisfaction.

= Continuous Improvement:

Organizations that view performance appraisals as a tool for
continuous improvement rather than a mere formality tend
to have more satisfied employees. This involves not only
addressing weaknesses but also identifying strengths and
opportunities for growth.

» Feedback Quality:

Studies consistently highlight the importance of the quality
of feedback provided during performance appraisals.
Constructive and specific feedback contributes positively to
employee satisfaction, motivation, and performance
improvement.

It's important to note that the relationship between
performance appraisals and employee satisfaction can vary
across industries, organizational structures, and cultural
contexts. Additionally, the effectiveness of performance
appraisal systems is influenced by how well they are
implemented and integrated into the broader HR and
management practices of an organization.
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Literature review

Performance appraisal systems are crucial in assessing and
managing employee performance within organizations. This
literature review aims to explore the impact of these systems
on employee Satisfaction, considering various perspectives
and factors that contribute to the relationship.

A literature review on the study of the impact of
performance appraisal systems on employee Satisfaction
would typically encompass a range of articles, studies, and
academic papers that explore various aspects of this topic.
Below is an example of a literature review structure,
highlighting key Themes, findings, and debates in the field.

Definition and Components of Performance Appraisal
Systems:

The literature suggests that performance appraisal systems
involve the evaluation of Employees' work-related behaviors
and outcomes. Researchers such as DeNisi and Murphy
(2017) ™ emphasize the importance of considering both
formative and summative aspects in these systems.
Components like goal setting, feedback, and developmental
planning are often highlighted (Pulakos et al., 2015) [0,

= Theoretical Frameworks:

Various theoretical frameworks, such as expectancy theory
and social exchange theory, have been applied to understand
the psychological mechanisms behind performance
appraisals and their impact on employee satisfaction
(Kuvaas, 2007) [l Theoretical perspectives help in
explaining why and how performance appraisal systems
influence employee attitudes.

= Impact on Employee Satisfaction:

Studies by Amin and Zairi (2012) [ and Buckingham and
Goodall (2015) @ suggest a positive correlation between
effective performance appraisal systems and employee
satisfaction.

Regular feedback, recognition, and fair evaluations
contribute to increased job satisfaction. However,
conflicting results are reported by Murphy and Cleveland
(2018) P!, who argue that the link between performance
appraisals and satisfaction may be context-dependent.

= Feedback and Developmental Opportunities:

One common theme in the literature is the importance of
feedback in performance appraisal systems. Constructive
feedback has been linked to increased job satisfaction (llgen
et al., 2017). Furthermore, the availability of developmental
opportunities following performance appraisals has been
identified as a key factor influencing employee satisfaction
(Fletcher, 2013) 5,

=  Fairness and Perceived Justice:

Research by Colquitt et al. (2013) emphasizes the
significance of perceived fairness in performance appraisals.
Unfair evaluations can lead to dissatisfaction and decreased
employee morale. The concept of distributive justice,
procedural justice, and interactional justice is often explored
in this context.

Challenges and Criticisms:

Despite the potential benefits, literature also highlights
challenges and criticisms associated with performance
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appraisal systems. For instance, the subjectivity in
evaluations, potential biases, and the fear of negative
consequences may lead to dissatisfaction (Pulakos et al.,
2015) 201,

Research Objective:

The research problem of the study is to analysis the

employee satisfaction towards performance appraisal.

®  To examine whether the performance appraisal method
is effective.

® To identify the employee’s satisfaction towards
performance appraisal system.

® To analysis the employee’s expectation towards
performance appraisal system.

Research Methodology:

Survey Research: A survey was chosen as the primary
method for data collection.

Data Collection Tool: Google Forms was used as the
platform for administering the survey. Sample Size: The
study involved 50 participants, indicating that responses
were collected from a reasonably sized sample.

Data Analysis and Interpretation:

To make it understand better we have added the pie chart
below with the questions.

1. How do you feel about the current performance
appraisal system in your organization?

50 Respondents

H Good
= Not Sure
m Ok

Very good

Interpretation

Employees' sentiments toward the current performance
appraisal system vary: A substantial portion rate it positively
as 36% very good and 26% good," while a significant but
smaller group of 30% finds it just "OK," and a minority with
8% express uncertainty, hinting at potential room for
improvement or communication regarding the system's
effectiveness and satisfaction levels.

2. Count of Do you believe that the performance
appraisal process is fair and transparent?

50 Respondents

B paybe

B No

M Not Sure
Yes

www.multiresearchjournal.com

Interpretation

A significant majority (48%) believe the performance
appraisal process is fair and transparent, while a
distinguished portion (26%) are uncertain, and a smaller
fraction (16%) outright disagrees, suggesting potential
concerns about fairness or transparency within the process.

3. Are you satisfied with the feedback and
communication provided during your performance
appraisal?

50 Respondents

H o
mYes
Interpretation

The majority (72%) express satisfaction with the feedback
and communication offered during their performance
appraisals, suggesting effective communication channels.
However, a notable 28% indicate dissatisfaction, signalling
potential areas for improvement in feedback delivery or
communication practices during these appraisals.

4. Have performance appraisals motivated you to
improve your job performance?

50 Respondents

Hpo
HYes

Interpretation

A significant majority (76%) feel motivated by performance
appraisals to enhance their job performance, indicating the
system's effectiveness in driving improvement. However, a
notable 24% don't feel similarly inspired, suggesting
potential areas for increasing the motivational impact of
these appraisals on employees.

5. Have you experienced any stress or anxiety related to
performance appraisals?

50 Respondents

B Maybe
m No
m Not Sure

Yes
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Interpretation

In considering stress or anxiety related to performance
appraisals, a notable 36% of respondents admit experiencing
it, while 50% report no such feelings. A smaller fraction
(12%) is uncertain, and only 2% express uncertainty about
their stress levels related to these evaluations.

6. Has the performance appraisal system positively or
negatively influenced your job satisfaction?

50 Respondents

Yes

Interpretation

The overwhelming majority (84%) attribute a positive
influence from the performance appraisal system on their
job satisfaction, while a smaller but significant 16% report
no such impact, suggesting room for improvement in
aligning appraisals with enhancing overall job satisfaction.

7. How would you suggest improving your performance
appraisal system to enhance employee satisfaction?

Suggestion received Count

Ensure that the performance appraisal process is fair and

unbiased !

Appraisal is given only based on the employee performance
and behavior not sycophancy based.

By clearing the KPI Criteria and it should be open or
transparent to everyone.

by considering work

By ensuring that individual employee goals align with the
organization's objectives

By providing fair and decent hike while appraisal.

Employee should be satisfied with their job

Employee suggestion

Ensure that the performance appraisal process is fair and
unbiased.

Everything is great no suggestion from my side

I I I

Good experience

I think along with Job performance the experience should
also consider, there is no one perfect performer. It may your
performance graph sometimes downward. That is not
judgmental Parameter for that experience because
experience performer can take you on long way.

Implement a 360-degree feedback system that includes input
from peers, managers, and Subordinates. This provides a
more comprehensive view of an employee's performance 1

and fosters a culture of continuous improvement.

It cannot be compared 1

It should be more interactive allowing staff to take new
initiative performance on all parameter and appraisal should
happen half yearly bare minimum so employees can 1
improve

It’s totally depends on the Reporting manager, if he is
closely looking all the employees and giving justified task to
everyone then he can give proper justification to everyone's
appraisal. Reporting manager should not take any biased
decision.

Motivate their work every month one to one connect
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understand the concern of the employee and good appraisal | 1
for their work

On basis of Employees Performance 1

Provide regular feedback to employees throughout the year,
rather than just during the performance appraisal.

Skill through

Smart Work

e

Think over of employee’s satisfaction: Current inflation.

Time to time monitoring work of employees by Managers
and provide the feedback for improvement

[EEN

[EEN

Try rewarding

We always think that the percentage of appraisal should be
more and the percentage should increase every year as per
company profit

With good communication 1

Yes. Ensure that the performance appraisal process is fair

and unbiased !
No comments 23
Grand Total 50

Interpretation

Out of 50 respondents, 23 chose not to provide any
suggestions. Among those who did, various suggestions
emerged, including enhancing clarity in performance
criteria, increasing frequency of feedback, ensuring fairness
in evaluations, incorporating self- assessment opportunities,
and fostering a more supportive and developmental
approach within the appraisal system to enhance overall
employee satisfaction.

Conclusion

Analyzing the data based on a survey involving over 50

participants from diverse organizations can provide valuable

insights into the perceptions and experiences employees

have with the current performance appraisal system.

Here's a potential conclusion based on the possible

responses to these questions:

= The feedback collected highlights various aspects of the
performance appraisal system within the organization.

= Responses suggest a spectrum of sentiments among
employees.

= Some express contentment with the fairness and
transparency of the process, citing Satisfaction with
provided feedback and perceiving it as a motivation to
enhance their job performance.

= On the other hand, there are indications of stress or
anxiety related to performance appraisals, potentially
impacting job satisfaction negatively for a segment of
the workforce.

The survey underscores the need for improvements in
certain areas of the performance appraisal process to elevate
employee satisfaction further. Suggestions may revolve
around enhancing transparency, refining communication
during appraisals, mitigating stress factors, and establishing
clearer pathways for performance improvement.

Overall, the findings emphasize the nuanced nature of
employee experiences with performance appraisals. It
highlights both positive aspects that motivate and negative
elements that potentially affect well-being and job
satisfaction. Addressing these insights through tailored
enhancements to the performance appraisal system can
foster a more supportive and engaging work environment,
potentially elevating overall employee satisfaction.
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