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ABSTRACT 
Majority of the organizations follow performance appraisal process to evaluate employee performance, and results of performance 
appraisals are used for a number of purposes such as administrative uses, rewarding, and identifying training needs. Most of the 
IT professionals perceive performance appraisal as an extra burden, and many questions about the appraisal process and results. 
IT professionals sometimes believe that performance appraisals have a negative impact on their motivation and work 
improvement. Therefore, it is imperative to study and understand the true impact of performance appraisals on employee work 
improvement in software development organizations.  
 
This research attempts to identify the significance of performance appraisals on employee work improvement in software 
development organizations. The data were collected via an online survey from software engineers working in IT organizations in 
Sri Lanka. The study analyzed goal setting, self-evaluation, appraisal interview, employee participation for the process, pay for 
performance, and personal development as independent variables and satisfaction towards the process as mediating variable. It 
was found that the goal setting in the appraisal process, appraisal interviews, and personal development opportunities and pay for 
performance have moderate relationship with performance improvement. Meanwhile, Self-evaluation facility in appraisal process 
and employee participation for the process have weak positive relationship with performance improvement. On the other hand, 
Satisfaction for appraisal interview and rewarding mechanism act as moderating mediators for performance. It was also identified 
that for employees who had more than five years of experience, relationship between performance appraisal and work 
improvement was not significant. These findings can be incorporated to enhance and develop better performance appraisal 
processes in IT organizations.  
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1 Background of the study 
 
Performance appraisal is an important aspect in organizations because individual performance is the building block of 
organizational success and growth (Aguinis et al., 2013). A properly designed performance appraisal system is expected to 
provide valuable information to an employee about employees’ performance and progress at work (Gupta and Kumar, 2012).  
Human Resource Management (HRM) defines performance management as an integrated approach to ensure that an employee’s 
performance contributes to the organization’s strategic aims. Performance appraisal is a subset of performance management, and 
includes setting work standards, accessing performance, and providing feedback to motivate, correct, and continue their 
performance. It is also as a method to discover reasons for performance and the way to perform effectively in future so that 
employee, organization, and society gain benefits (Human Resource Management, 2010). The major benefits of performance 
appraisal are Linking organizational objectives with people behavior, Develop people through feedback and trainings, Share 
information upward, downward and sideways, Salary increments and compensation and reinforce the employees. 
  
Employee performance appraisal results or outputs are quantitative and competencies are qualitative. The overall performance 
appraisal process includes the following phases (Human Resource Management, 2010):  

• Planning performance – Performance objectives are planned and agreed at the beginning of the period.  
• Enabling/managing performance – Formally/informally tracking performance during the year and give feedback.  
• Reviewing performance – The process of thoroughly appraising the individuals’ performance at the end of the year. 

Identifying training needs, provide feedback and rewarding are the activities in this phase.  
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Motivation  
Software industry has proven its uniqueness in nature, operation, contribution to GDP, and human resource practices (Sanyal and 
Biswas, 2014).  IT companies depend on their talented and skilled workforce. As a result, measurement and management of 
performance of individual, team and the organization is an essential practice (Sanyal and Biswas, 2014). However, performance 
management for knowledge workers is difficult because IT professionals are more perceptual than factual as their jobs are more 
complex (Guhanathan, 2007). Because IT organizations are dependent on skills and performance of its workforce, it is very 
important to measure employee performance for a given time period. Appraisal methods used in those companies are adopted 
from other industries such as manufacturing industry. So that it is important to study the impact of performance appraisal on 
employee work improvement in IT organizations, study whether those organizations achieve the ultimate benefit of performance 
appraisal, and the relevance and effectiveness of performance appraisal methods used in those organizations. There are number of 
researches done in performance appraisal area but a small number of them address performance appraisal with relevant to IT 
industry. The central questions of this research is the significance of performance appraisal on employee work improvement in 
information technology organizations? 
 
Research Question  
Does the appraisal methods affect work improvement of software engineers?  
 
Research Objectives  

1. Determine the effect of performance appraisal on employee performance improvement in IT organizations.  
2. Contribute to existing research resource pool in the field of performance appraisal in IT organizations and the impact on 

knowledge worker performance.  

Literature   

Performance appraisals are used in majority of the organizations. It allows an organization to measure and evaluate an employee’s 
behavior and achievements within a given period of time. Initially performan 

ce appraisal was used only for administrative purposes. In this era management and trade unions did not take appraisal as serious. 
In global rates, ratings were consisted with outstanding, satisfactory, and need improvement. In global essay evaluation method, 
performance related questions were asked. But these methods were not useful as expected because of their extreme subjectivity.  
Legal considerations on performance appraisal were established in 1960s. 1970 Equal employment opportunity commission 
guidelines and Civil Rights Act of 1964 and 1966 pointed out the need for improvements in performance appraisal methods. The 
purpose of performance appraisal process became employee development and feedback. Employees were motivated to seek 
feedback. There was also evidence that performance feedback can lead to improvements in future performance (Wiese and 
Buckley, 1998).  

The evaluation of performance appraisal resulted with number of different performance appraisal methods. Performance appraisal 
methods are expected to serve multiple purposes simultaneously. It is important to clarify supervisor’s goals, employee’s goals 
and organizational goals (Dobbins, 1994). In late 1990s performance appraisal serves multiple objectives. Because of the 
changing definitions of jobs and roles in the organization the appraisal criteria should be changed. Researchers are focusing on 
reducing errors involving in the area of performance appraisal (Boswell and Boudreau, 1997).  

Information Technology industry adopted performance appraisal in 1980s from manufacturing industry and adjusted it to fulfill 
requirements of that industry. Research with specific focus on performance appraisal and employee work improvement in IT 
organizations are limited (Wiese and Buckley, 1998).  

Definition of Job Performance  

Harvard University has published a competence dictionary and it has aligned competencies with performance. Competencies are 
“the things” that an individual must demonstrate to be effective in a job, role, function, task, or duty. These activities include job-
relevant behavior (what a person does that results in positive or negative performance), motivation (how a person feels about a 
job, organization, or geographic location), and technical knowledge or skills (what an employee knows or demonstrates regarding 
facts, technologies, a profession, procedures, a job, an organization, etc.).  

Attributes of Performance Appraisal Methods  

Appraisal is one of the most complex and important Human Resource Management (HRM) activities. Employee participation for 
performance appraisal system is a very important component for fair and ethical evaluation of performance appraisal. Employees 
accept the appraisal results, if they perceive fair decision making process. Amount and quality of informal feedback, goal setting, 
performance standards, self-appraisal process, and interview style are the factors which affects employee participation of the 
system (Roberts, 2003). Research demonstrates that higher level of employee participation affects employee and rater acceptance 
and it leads to system satisfaction, motivation and productivity. The major concern is to develop standards to measure job duties 
and responsibilities. It is important to gather employee input in managing and performance scale creating. Self-appraisal provides 
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an opportunity to an employee to systematically evaluate his/her performance. Self-appraisal increases the level of employee 
participation and readiness for the process enhance satisfaction, perceived fairness and reduce defensive behavior. Roberts, (2003) 
focused on the impact of appraisal interview participation and its outcome towards satisfaction about the appraisal process. A 
quality performance appraisal interview includes preservation of confidentiality and privacy of employees. Focus on employee 
training needs promotional opportunities and skill development is major attributes that employees expect from entire process. 
Goal setting is a well-established factor for motivation. It is a proven theory that goal setting is clearly associated with satisfaction 
and performance. Effective feedback on performance is important, it should be timely and specific to the role. It leads employees 
to adjust their work performance.  
3.1 Research Framework  
Conceptual/research framework is an integration of researcher’s logical assumptions and published research findings. This 
considers boundaries and constraints which dominate the situation, and capture the interrelationships between variables. Figure 
3.1 illustrates the research framework for this research. Each of the variables and their relationships are discussed next. 
Hypothesis were developed to check relationships between dependent and independent variables.   
 

  

Figure 3.1 Conceptual framework.  
  
Hypothesis 01  
H1A: There is a positive relationship between effective goal setting in the appraisal system and employee performance.  
H10: Effective goal setting in the appraisal system has no impact on employee performance.   
  
Hypothesis 02  
H2A: There is a positive relationship between self-evaluation criteria in appraisal system and employee performance.  
H20: A self-evaluation criterion in appraisal system has no impact on employee performance.   
  
3.2 Questionnaire Instrument Development   
Table 3.4 presents the mapping between independent variables and questionnaire items. Table 3.5 presents dependent variables 
and questionnaire item count while Table 3.6 refers mediator variable and questionnaire item count. Independent variables and 
questionnaire item mapping is listed in Table 3.7. Table 3.8 refers to dependent variable and questionnaire item mapping and 
Table 3.9 shows the mediator variable and questionnaire item mapping. Table 3.10 show the demographic questions mapping.   

 
Method of Data Collection  
The “target population for the study is software engineers working in IT organizations.” Because the population is large and aim 
is to analyze the impact of performance appraisal on employee work improvement, most appropriate approach is quantitative 
methods. Present study is conducted for “selected sample of software engineers”. “Questionnaires are the most suitable method 
for data collection”. Face to face interviews are not a suitable method to study the impact of performance appraisal on employee 
work improvement in IT organizations because performance appraisal results are confidential and employees might not give an 
honest answer. Previous work in this area were also used questionnaires and responds were anonymous. Informal discussions 
were conducted to identify suitable variables and to get an idea about widely used performance appraisal methods in Sri Lankan 
IT organizations.   

 
Reliability Test  
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Before conducting the survey for a large sample it is important to check the reliability of the questionnaire instrument. Main 
objective of this step was to check the understandability of questions and internal consistency for the variables. In reliability study 
it is suggested to check whether the questions asked under each area supported each other.  

 
Descriptive Analysis 
  
The population of interest include software engineers working in software developing organizations and organizations which are 
having small development teams. The other requirement in selecting companies was that the companies need to practice a 
performance appraisal process. The survey was conducted electronically using an online questionnaire. Facebook, LinkedIn, 
email, and phone call campaigns were conducted to reach the sample. While the calculated sample size was 376, the researcher 
was able to collect only 255 responses due to low response. From those 255 samples, only 223 responses were considered as 
valid. Questionnaire was sent to approximately 800 software professionals. However, only 255 were returned. Hence, the 
effective response rate is 27.9%. It can be seen that 80% of responders belong to the software engineer and senior software 
engineer category. 8% were quality assurance engineers and 3% were tech leads. Rest includes project managers, system 
administrators, web developers, associate software engineers, business application consultants, business analysts, and technical 
writers. Because the research focus was on software/web/mobile application developers, responses from quality assurance 
engineers, system administrators, business analysts technical writers, and IT officers were eliminated. After this valid 223 survey 
responses were considered for further processing.   
 
Reliability Test for Sample 
  
In the research survey there were 42 items, 6 independent variables, one moderating variable and one dependent variable. Table 
4.3, 4.4. and 4.5 list Cronbach’s Alpha Coefficients for independent, moderating, and dependent variables, respectively.  
  
 
Pearson’s Correlation Analysis  
Statistics generated with Pearson Correlation Matrix, is used to test the Hypothesis. Analysis based on demography also carried 
out for level of industry experience, number of appraisal cycles, age and type of organization. As illustrated in Table 4.7, goal 
setting in appraisal process and employee performance improvement has a low inter-relationship. Therefore, null hypothesis 
(H10) is rejected and alternate hypothesis (H1A) is substantiated. Hence, there is a positive relationship between effective goal 
setting in the appraisal system and employee performance.  

Table 4.7 Pearson’s correlation for hypothesis 1.  
    

Correlations  
   Goal_Setting  Performance  

Goal_Setting  

Pearson Correlation  
Sig. (2-tailed)  
N  

1  .487**  

  .000  

223  223  

Performance  

Pearson Correlation  
Sig. (2-tailed)  
N  

.487**  1  

.000    

223  223  
 
 
**. Correlation is significant at the 0.01 level (2-tailed).  
  

4.4 Discussion on Results  
According to research findings, performance appraisals and software engineers’ work improvement in IT organizations has a 
moderate relationship. According to Pearson’s correlations calculated for each variable, goal setting in the appraisal process, 
appraisal interviews, personal development opportunities and pay for performance had weak relationship with performance 
improvement. Self-evaluation facility in appraisal process, employee participation for the process had no positive relationships 
with performance improvement in software engineers. Satisfaction for appraisal interview and rewarding mechanism acted as a 
moderate mediator for performance.   
 
Analysis was done for level of industry experience as well. Self-evaluation, participation for the appraisal process, appraisal 
interview, and pay for performance, personal development opportunities and satisfaction did not show any significance 
relationship with performance improvement in the category that has more than five years of industry experience. Goal setting, 
appraisal interview, pay for performance, personal development opportunities indicated moderate correlation with performance 
improvement in the category of employees who have three to five years of industry experience. For that category satisfaction 
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towards appraisal interview and rewarding acted as a moderate mediator factor for performance.  Self-evaluation and participation 
for appraisal process showed weak relationships with performance in the groups of employees who have three to five years of 
experience and two years of experience, there was no impact in the group of who have less than two years of experience. Goal 
setting showed a strong relationship with performance improvement in the group of two years of experience.  
 
Pearson’s correlation analysis done for type of the organization showed similar results. Goal setting, self-evaluation, participation 
for the appraisal process, appraisal interview, pay for performance and personal development opportunities showed moderate 
correlation to performance improvement in all three groups. Satisfaction acted as a moderate mediator factor for performance 
improvement in this analysis.  
 
Related work in other industries have shown strong relationships in goal setting, self-evaluation, participation for the appraisal 
process, appraisal interview, pay for performance with respective to performance improvement. The impact of those factors was 
differing to software developing field. As cited in literature review software engineering field has its unique features and software 
engineers are knowledge workers. So the impact of performance appraisals on employee work improvement in that field indicated 
different results and it can be expected. A research by Guhanathan (2008) in this area considering software professionals, 
concluded that the appraisal methods used by Sri Lankan IT organizations are consist with three major components, employee 
participation in the process, goal setting and feedback. Moreover, it concluded that acceptance for appraisal process leads to 
satisfaction and satisfaction leads to more favorable outcomes such as performance enhancement and motivation. Present study 
was conducted with the consideration of major components in performance appraisal process and their impact to employee work 
improvement. Satisfaction with appraisal interview and rewards acted as a moderate mediator factor for performance 
improvement.    
 
5.3 Conclusion for Future Work   
Future research can be conducted by enhancing the method used to analyze the impact of performance appraisal on employee 
work improvement in IT organizations. It can be extended for various performance appraisal methods e.g., 360 degree 
performance appraisal, etc. If the researcher can access performance measuring tools and surveys which are used by Sri Lankan 
IT organizations, it will be more efficient to critically evaluate each process and identify the most effective method.  
References   
Aguinis, H., Joo, H., & Gottfredson, R. K. (2013). What monetary rewards can and cannot do: How to show employees the 
money. Business Horizons, 56(2), 241-249.  
Amerstrong, M., & Baron, A. (1998). Performance management: The new realities. Institutes of Personnel and Development.  
Arvey, R. D., & Murphy, K. R. (1998). Performance evaluation in work settings. Annual review of psychology, 49(1), 141-168.  
Aswathappa, K. (2002). Human resource and personnel management. New Delhi: Tata McGraw-Hill Pub.  
Bach, S. (2005). New directions in performance management. Managing human resources: Personnel management in transition, 
289-316.  
Banker, R. D., & Kemerer, C. F. (1989). Scale economies in new software development. IEEE Transactions on software 
engineering, 15(10), 1199-1205.  
Bevan, S., Thompson, M., & Hirsch, W. (1992). Performance management in the UK: An analysis of the issues. Institute of 
Personnel Management, London.  
Borman, W. C., & Brush, D. H. (1993). More progress toward a taxonomy of managerial performance requirements. Human 
performance, 6(1), 1-21.  
Boswell, W. R., & Boudreau, J. W. (1997). Employee attitudinal effects of perceived performance appraisal use.  
Bouskila-Yam, O., & Kluger, A. N. (2011). Strength-based performance appraisal and goal setting. Human Resource 
Management Review, 21(2), 137-147.  
Campbell, D. J., & Lee, C. (1988). Self-appraisal in performance evaluation: Development versus evaluation. Academy of 
Management Review, 13(2), 302-314.  
Campbell, J. P., Gasser, M. B., & Oswald, F. L. (1996). The substantive nature of job performance variability. Individual 
differences and behavior in organizations, 258299.  
Cascio, W. F. (1995). Whither industrial and organizational psychology in a changing world of work? American psychologist, 
50(11), 928.  
Cascio, W. (1996). Managing for maximum performance. HR Monthly, (September), 10-13.  
Cleveland, J. N., & Murphy, K. R. (1992). Analyzing performance appraisal as goaldirected behavior. Research in personnel and 
human resources management, 10(2), 121-185.  
“Competencies And Performance Development/Management”. Harvard University - Competency Dictionary: 4,5. Web. 2 Jan. 
2016.  
DeNisi, A. S., & Kluger, A. N. (2000). Feedback effectiveness: can 360-degree appraisals be improved?. The Academy of 
Management Executive, 14(1), 129-139.  
Dipboye, R. L., & De Pontbriand, R. (1981). Correlates of employee reactions to performance appraisals and appraisal systems. 
Journal of Appliedk psychology, 66(2), 248.  
Dobbins, G. H. (1994). Performance appraisal: Alternative perspectives. SouthWestern Pub.  
Espinilla, M., de Andrés, R., Martínez, F. J., & Martínez, L. (2013). A 360-degree performance appraisal model dealing with 
heterogeneous information and dependent criteria. Information sciences, 222, 459-471.  

http://dx.doi.org/10.29322/IJSRP.8.4.2018.p7656
http://ijsrp.org/


International Journal of Scientific and Research Publications, Volume 8, Issue 4, April 2018             404 
ISSN 2250-3153   
 

http://dx.doi.org/10.29322/IJSRP.8.4.2018.p7656    www.ijsrp.org 

Feldman, J. M. (1981). Beyond attribution theory: Cognitive processes in performance appraisal. Journal of Applied psychology, 
66(2), 127.  
Fletcher, C. (1995). New directions for performance appraisal: some findings and observations. International journal of selection 
and assessment, 3(3), 191-196.  
Fletcher, C., & Williams, R. (1996). Performance Management, Job Satisfaction and Organizational Commitment1. British 
Journal of Management, 7(2), 169-179.  
Guhanathan, P. (2008). A study of employee perception of performance appraisal in software development organizations. 
Moratuwa, Sri Lanka: University of Moratuwa, Department of Computer Science and Engineering.  
Gupta, V., & Kumar, S. (2012). Impact of performance appraisal justice on employee engagement: a study of Indian 
professionals. Employee Relations, 35(1), 61-78.  
Hedge, J. W., & Borman, W. C. (1995). Changing conceptions and practices in performance appraisal.  
Hofmann, D. A., Jacobs, R., & Baratta, J. E. (1993). Dynamic criteria and the measurement of change. Journal of Applied 
Psychology, 78(2), 194.  
Hoque, E. (2015). Performance appraisal methods. www.linkedin.com. Retrieved 29  
January 2016, from https://www.linkedin.com/pulse/performance-appraisal-methodsenamul-hoque  
Huckman, R. S., Staats, B. R., & Upton, D. M. (2012). Team familiarity, role experience, and performance: evidence from indian 
software services. IEEE Engineering Management Review, 40(1), 99-118.  
Human Resource Management,. (2010). Performance Appraisal Methods. Retrieved 8 March 2015, from 
http://www.hrwale.com/performance-management/performanceappraisal-methods/  
Islama, R., & Rasad, S. (2006). Employee Performance Evaluation by the AHP: A Case Study. Asia Pacific Management Review 
(2006), 11(3), 163- 176. Retrieved from http://apmr.management.ncku.edu.tw/comm/updown/DW0711300438 

http://dx.doi.org/10.29322/IJSRP.8.4.2018.p7656
http://ijsrp.org/
http://apmr.management.ncku.edu.tw/comm/updown/DW0711300438

	IDENTIFY THE SIGNIFICANCE OF PERFORMANCE APPRAISALS ON EMPLOYEE WORK IMPROVEMENT IN SOFTWARE DEVELOPMENT ORGANIZATIONS
	Motivation 
	Research Question 
	Research Objectives 
	3.1 Research Framework 
	Method of Data Collection 
	Reliability Test for Sample


	References  

