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Abstract
Performance appraisal (PA) is a systematic and periodic process that assesses an individual employee’s
job performance and productivity in relation to certain pre-established criteria and organizational
objectives. One of the underlying purposes of performance appraisal schemes is to elicit corporate
compliance. To find which strategic factors influence on appraisal system in banking industry, data has
been collected with help of structured questionnaire from 200 employees each from the public sector
banks of Andhra Bank(AB), Canara Bank(CB) and private sector banks of City Union Bank(CUB) and
Karnataka Bank(KB). More than 86 per cent of the respondents opined that the performance appraisal
policy of the banks is good and majority of the respondents (63 %) opined that circular is the main mode
of sharing of performance appraisal in both public and private sector banks and 72 per cent of the
respondents of both public and private banks opined that the performance appraisal formats are reviewed
every year. The performance of appraisal of select public sector and private sector banks is good.
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Introduction
A performance appraisal (PA) (Muchinsky, 2012) is a systematic and periodic process
that assesses an individual employee’s job performance and productivity in relation to certain
pre-established criteria and organizational objectives (Manasa and Reddy, 2009). Other aspects
of individual employees are considered as well, such as organizational citizenship behaviour,
accomplishments, potential for future improvement, strengths and weaknesses etc (BroadyPreston and Steel, 2002). Generally three main methods, viz. objective production, personnel,
and judgmental evaluation are used to collect performance appraisal data. Judgmental
evaluations are used with a large variety of evaluation methods. Performance evaluation is
typically conducted annually. The interview could function as providing feedback to employees,
counseling and developing employees, and conveying and discussing compensation, job status,
or disciplinary decisions (Cederblom, 1982). Performance appraisal is often included in
performance management systems. Performance management systems are employed to manage
and align all of an organization's resources in order to achieve highest possible performance.
“How performance is managed in an organization determines to a large extent the success or
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failure of the organization. Therefore, improving PA for everyone should be among the highest
priorities of contemporary” organizations (Muczyk and Gable, 1987).
Some applications of PA are performance improvement, promotions, termination, test
validation and more (De Nisi and Pritchard, 2006). While there are many potential benefits of
PA, there are also some potential drawbacks. PA can help facilitate management-employee
communication; however, PA may result in legal issues if not executed appropriately (Schraeder
and Portis, 2007) as many employees tend to be unsatisfied with the PA process (Sudarsan,
2009). The PAs created in and determined as useful in the United States are not necessarily able
to be transferable cross-culturally. The performance appraisal interview is typically the final step
of the appraisal process. The interview is held between the subordinate and supervisor. The PA
interview can be considered of great significance to an organization’s PA system. It is most
advantageous when both the superior and subordinate participate in the interview discussion and
establish goals together. Three factors consistently contribute to effective PA interviews: the
supervisor’s knowledge of the subordinate’s job and performance in it, the supervisor’s support
of the subordinate, and a welcoming of the subordinate’s participation.
Employee Reactions to Performance Appraisal
Numerous researchers reported that many employees are not satisfied with their
performance appraisal systems. Studies have shown that subjectivity as well as appraiser bias is
often a problem perceived by as many as half of employees. Appraiser bias, however, appears to
be perceived as more of a problem in government and public sector organizations. Also,
according to some studies, employees wished to see changes in the PA system by making the
system more objective, improving the feedback process, and increasing the frequency of review.
In light of traditional PA operation defects, organizations are now increasingly incorporating
practices that may improve the system. These changes are particularly concerned with areas such
as elimination of subjectivity and bias, training of appraisers, improvement of the feedback
process and the performance review discussion. According to a meta-analysis of 27 field studies,
general employee participation in his/her own appraisal process was positively correlated with
employee reactions to the PA system (Caruth and Humphreys, 2008). Moreover, employee
participation in the appraisal process was most strongly related to employee satisfaction with the
PA system. Concerning the reliability of employee reaction measures, researchers have found
employee reaction scales to be sound with few concerns through using a confirmatory factor
analysis that is representative of employee reaction scales (Cawley et al., 1998).
Research suggests that the study of employees’ reactions to PA is important because of
two main reasons: employee reactions symbolize a criterion of interest to practitioners of PAs
and employee reactions have been associated through theory to determinants of appraisal
acceptance and success. Researchers translate these reasons into the context of the scientistpractitioner gap or the “lack of alignment between research and practice.
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Review of Literature
Institute for Corporate Productivity (2011) in its research on Tying Pay to Performance
Report, shows that a total of 299 senior HR professionals participated in the survey, responding
to questions about the practices used in their organizations to tie pay to performance and the
types of rewards used. Nearly half of high-performing organizations indicate that recognizing
and rewarding high-performers is the main driver of their pay for performance strategy, making
it number one on the list of primary drivers. Low-performing organizations are not as confident
in the effectiveness of their pay for performance strategies as high-performers. These highperforming organizations chose recognizing and rewarding high-performers as their number-one
reason for implementing a pay for performance strategy and 37 per cent said the strategy is
highly or very highly effective in achieving this. At the same time, they indicated that their pay
for performance strategies is also effective at improving individual performance and achieving
corporate goals.
Watson Wyatt (2009) survey of 113 Canadian organizations and 3,000 employees
revealed that only 29% feel their companies do a good job of identifying and rewarding top
performers, only 27% feel there is a clear link between performance and pay and only 24% feel
their companies manage poor performers so their work improves.
Caruth and Humphreys (2008) add to this viewpoint by suggesting it is a business
imperative that the performance appraisal system includes characteristics to meet the
organizational needs and all of its stakeholders (including management and staff). The most
common to almost all purposes of performance appraisal is the concept of improving
performance and developing people.
Youngcourt, Leiva and Jones (2007) suggest that the common purpose of performance
appraisal tends to be aimed at the measurement of individuals, again this focus is insufficient.
From the organization perspective, successful performance management is the key to
achievement of corporate goals. It is argued above that performance appraisal is the central
component of performance management, and so it must be that for an organization.
Need of the Study
Overall, some researchers focus on organizational goals as the key purpose, much focus
on individual performance improvement. In the Banking industry, appraisal system that meets
individual as well as organizational goals is important. Hence the present study focuses on the
performance appraisal of both public and private sector banks and their comparison.
Objectives
The present research paper has set the following objectives:
1. To find which strategic factors influence on appraisal system in banking industry;
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2. To know the current appraisal practices followed in private and public sector banks; and
3. To find what HR interventions seen to make performance appraisal systems more effective in
general of the public and private sector banks
Sample design
Sl. No.

Type of Banks
Public Sector

1
2
3
4

Andhra Bank(AB)
Canara Bank(CB)

Sample Size

Private Sector

200
200
City Union Bank(CUB)
Karnataka Bank(KB)

Total

Sample size

400
Grand Total

200
200
400
800

Sampling Method
Stratified Random Sampling Method has been adopted for collecting the data from both
Public and Private Sector banks covering 4 banks, viz. Andhra Bank and Canara Bank from
Public Sector and City Union Bank and Karnataka Bank from Private Sector. Since each bank
has homogeneous performance appraisal methods throughout all its branches, 200 officers from
each bank randomly selected irrespective of the size of the officers. Hence the size of the sample
is 800 representing 200 officers from each bank. The sample collected from all categories of the
bank branches of Rural, Semi Urban, Urban and Metros by taking 25 per cent of the sample from
the total officers.
Data Collection
Data has been collected with help of structured questionnaire from 200 samples each from the
public sector banks of Andhra Bank, City Bank and private sector banks of City Union Bank and
Karnataka Bank totaling to the sample size of 800.
Tools Used
The primary data has been tabulated and computed with statistical tool Chi-square
analysis.
Data Analysis and Discussion
Administration Process of Performance Appraisal
The Administration process of PA both public sector and private sector banks whether
average, good or excellent has been elicited and presented in the Table 1.
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Table 1: Administration process of PA
Type of the bank
Chi Square
value
0.515

p-value
0.773
Average

Administration
process of PA

Good
Excellent

Total

Public Sector Bank
AB
67
33.5%
80
40.0%
53
26.5%
200
100.0%

CB
49
24.5%
85
42.5%
66
33.0%
200
100.0%

Total
116
29.0%
165
41.3%
119
29.8%
400
100.0%

Private Sector Bank
CUB
57
28.5%
81
40.5%
62
31.0%
200
100.0%

KB
53
26.5%
81
40.5%
66
33.0%
200
100.0%

Total
110
27.5%
162
40.5%
128
32.0%
400
100.0%

The Table shows that the administration process of PA of 116 public sector banks(29 %)
including 67 Andhra Bank(33.5 %) and 49 Canara bank(24.5 %) and 110 private sector
banks(27.5 %) including 57 City UnionBank(28.5 %) and 53 KarnatakaBank(26.5 %) is
average; 165 public sector Bank(41.3 %) including 80 Andhra Bank(40 %) and 85 Canara
bank(42.5 %) and 162 private sector banks(40.5 %) including 81 City UnionBank and
KarnatakaBank(40.5 %) is good and 119 public sector banks(29.8 %) including 53 Andhra
Bank(26.5 %) and 66 Canara bank(33 %) and 128 private sector banks(32 %) including 62 City
UnionBank(31 %) and 66
KarnatakaBank(33 %) is excellent. It is concluded that the
Administration process of PA of CB in public sector and KB in private sector is good.
The chi-square test is (P value > 0.05) insignificant in its association between type of
bank and Administration Process of Performance Appraisal which means that Administration
Process of Performance Appraisal in public and private sector banks is approximately one and
the same.
Review Process of Performance Appraisal
The review process of PA both public sector and private sector banks whether average,
good or excellent has been elicited and presented in the Table 2.
The Table shows that the review process of PA of 115 public sector banks(28.8%)
including 67 Andhra Bank(33.5 %) and 48 Canara bank(24 %) and 111 private sector
Banks(27.8 %) including 47 City UnionBank(23.5 %) and 64 KarnatakaBank(32 %) is average;
177 public sector banks(44.3 %) including 94 Andhra Bank(47 %) and 83 Canara bank(41.5 %)
and 188 private sector banks(47 %) including 97 City UnionBank (48.5 %) and
91
KarnatakaBank(45.5 %) is good and 108 public sector banks(27 %) including 39 Andhra
Bank(19.5 %) and 69 Canara bank(34.5 %) and 101 private sector banks(25.3 %) including 56
City UnionBank(28 %) and 45 KarnatakaBank(22.5 %) is excellent. It is concluded that the
review process of PA of CanaraBank in public sector and Karnataka Bank in private sector is
good.
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Table 2: Review process of PA
Type of the bank
Chi Square
value
0.637

p-value

Public Sector Bank

0.727

AB
67
33.5%
94
47.0%
39
19.5%
200
100.0%

Average
Review
process of PA

Good
Excellent

Total

CB
48
24.0%
83
41.5%
69
34.5%
200
100.0%

Private Sector Bank

Total
115
28.8%
177
44.3%
108
27.0%
400
100.0%

CUB
47
23.5%
97
48.5%
56
28.0%
200
100.0%

KB
64
32.0%
91
45.5%
45
22.5%
200
100.0%

Total
111
27.8%
188
47.0%
101
25.3%
400
100.0%

The chi-square test has (P value > 0.05) no significance in its association between type
of bank and Review process of Performance Appraisal which means that Review process of
Performance Appraisal in public and private sector banks is approximately similar.
Linkage of Performance Appraisal to Rewards/Career:The Linkage of PA to Rewards/career of both public sector and private sector banks
whether average, good or excellent has been elicited and presented in the Table 3.
The Table shows that the Linkage of PA to Rewards/career of 101 public sector
banks(25.3%) including 61 Andhra Bank(30.5 %) and 40 Canara bank(20 %) and 78 private
sector banks(19.5 %) including 41 City Union Bank(20.5 %) and 37 Karnataka Bank(18.5 %) is
average; 194 public sector banks(48.5 %) including 105 Andhra Bank(52.5 %) and 89 Canara
bank (44.5 %) and 206 private sector banks(51.5 %) including 89 City Union Bank (44.5 %) and
117 Karnataka Bank(58.5 %) is good and 105 public sector banks(26.3 %) including 34 Andhra
Bank(17 %) and 71 Canara bank(35.5 %) and 116 private sector banks(29 %) including 70 City
Union Bank(35 %) and 46 Karnataka Bank(23 %) is excellent. It is concluded that the Linkage
of PA to Rewards/career of CanaraBank in public sector and City Union Bank in private sector is
good.
Table 3: Linkage of PA to Rewards/Career
Type of the bank
Chi Square value
3.863

p-value
0.145
Average

Linkage of PA to
Rewards/career

Good
Excellent

Total

Public Sector Bank
AB
CB
Total
61
40
101
30.5%
20.0%
25.3%
105
89
194
52.5%
44.5%
48.5%
34
71
105
17.0%
35.5%
26.3%
200
200
400
100.0%
100.0%
100.0%

Private Sector Bank
CUB
KB
Total
41
37
78
20.5%
18.5%
19.5%
89
117
206
44.5%
58.5%
51.5%
70
46
116
35.0%
23.0%
29.0%
200
200
400
100.0%
100.0%
100.0%
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The chi-square test is (P value > 0.05) insignificant inthe association between type of
bank and Linkage of Performance Appraisal to Rewards/Career which means that Linkage of
Performance Appraisal to Rewards/Career in public and private sector banks is approximately
one and the same.
Organization Growth by Performance Appraisal
The Organization growth by PA both public sector and private sector banks whether
average, good or excellent has been elicited and presented in the Table 4.
Table 4: Organization growth by PA
Type of the bank
Chi Square
value
7.360 *

p-value
0.025
Average

Organization
growth by PA

Good
Excellent

Total

Public Sector Bank
AB
67
33.5%
88
44.0%
45
22.5%
200
100.0%

CB
60
30.0%
84
42.0%
56
28.0%
200
100.0%

Total
127
31.8%
172
43.0%
101
25.3%
400
100.0%

Private Sector Bank
CUB
54
27.0%
82
41.0%
64
32.0%
200
100.0%

KB
45
22.5%
88
44.0%
67
33.5%
200
100.0%

Total
99
24.8%
170
42.5%
131
32.8%
400
100.0%

The table shows that the Organization growth by PA of 127 public sector banks(31.8 %)
including 67 Andhra Bank(33.5 %) and 60 Canara bank(30 %) and 99 private sector banks(24.8
%) including 54 City Union Bank(27 %) and 45 Karnataka Bank(22.5 %) is average; 172 public
sector banks(43 %) including 88 Andhra Bank(44 %) and 84 Canara bank(42 %) and 170 private
sector banks(42.5 %) including 82 City UnionBank (41 %) and 88 KarnatakaBank(44 %) is
good and 101 public sector banks(25.3 %) including 45 Andhra Bank(22.5%) and 56 Canara
bank(28 %) and 131 private sector banks(32.8 %) including 64 City UnionBank(32 %) and 67
KarnatakaBank(33.5 %) is excellent. It is concluded that the Organization growth by PA of
CanaraBank in public sector and Karnataka Bank in private sector is good.
The chi-square test is (P value < 0.05) so significant, in theassociation between the type
of bank and Organization Growth by Performance Appraisal which means that Organization
Grows by Performance Appraisal in public and private sector banks is different.
Due to this reason, the management has to take much initiative to achieve the business
targets. It shall closely follow up with the manpower and also they shall provide incentives the
staff to those who did the business exceedingly. They also have to provide weightage of the
performance in promotion process.
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Suggestions
1. Post graduates can be recruited as an officer, because they can take decisions in a better
way than a graduate.
2. The review of performance appraisal is ideal once in 6 months instead of one year.
3. The performance appraisal formats can be refined further by taking the feedback from the
field level officers.
4. Sharing of performance appraisal is more effective through intranet than circulars.
Conclusion
One of the underlying purposes of performance appraisal schemes is to elicit corporate
compliance. More than 86 per cent of the respondents opined that the performance appraisal
policy of the banks is good, circular is the main mode of sharing of performance appraisal in
both public and private sector banks(63 %) and 72 per cent of the respondents of both public and
private banks opined that the performance appraisal formats are reviewed every year. But limited
respondents opined that the performance appraisal policy of the banks is not good. Above all, the
performance of appraisal of select public sector and private sector banks is good.
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