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The present study assesses and
compares the level of Perfor-
mance Appraisal (PA) reactions
among managers of public sec-
tor, private sector and foreign
banks operating in India. The PA
reactions were measured with re-
spect to outcomes in terms of per-
formance improvement and em-
ployee development; fairness of
PA rating; accuracy of PA rat-
ing; providing feedback; ex-
plaining rating decisions; and
overall satisfaction with ap-
praisal system. The findings sug-
gest that although all the seven
dimensions of PA reactions were
found at moderate level in the
three banking sectors providing
feedback and explaining rating
decisions were found at signifi-
cantly higher levels in foreign
banks operating in India as com-
pared to public sector and pri-
vate sector banks.
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Introduction

Performance appraisal system (PAYS)
has been akey organizational processfor
the management and the devel opment of
personnel (Lee, 1985; Eberhardt &
Pooyan, 1988; Baruch & Harel, 1993;
Fletcher, 2001; Tizner et al., 2001; Levy
& Williams, 2004; Ferris et al., 2008).
Fletcher (2001) defines performance
appraisal (PA) more broadly as “activi-
ties through which organizations seek to
assess employees and devel op their com-
petence, enhance performance and dis-
tribute rewards’. Performance apprais-
als are considered to be the most essen-
tial element in creating a positive work
environment and involve a range of at-
tributes such asreward, communication,
feedback, employee reactions, equity and
fairness, trust and acceptance, attitudes
towards conflict, and social context
(Brown & Heywood, 2005; Elenkov,
1998; Erdogan et al., 2001; Fulk et al.,
1985; Lawler, 2003; Levy & Williams,
2004). Keeping & Levy (2000) argued
that it is necessary to address employ-
ees' reactions toward their performance
appraisal for many reasons, including (a)
the notion that reactions represent a cri-
terion of great interest to practitioners
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‘ Employees must experience posi-
tive appraisal reactions to impor-

tant aspects of the appraisal pro-
cess.

and (b) the fact that reactions have been
theoretically linked to determinants of
appraisal acceptance and success but
have been relatively ignored in research.
Earlier researchers have claimed that in
order for performance appraisal to posi-
tively influence employee behavior and
future devel opment, employees must ex-
perience positive appraisal reactions to
important aspects of the appraisal pro-
cess (Bernardin & Beatty, 1984; Cardy
& Dobbins, 1994; Kuvaas, 2006; Murphy
& Cleveland, 1995). Appraisal reactions
such as satisfaction, acceptability, and
motivation to use feedback, are cited as
an important trend in the appraisal re-
search during the past ten years (Levy
& Williams, 2004).

The domino effect of Liberalization-
Privatization-Globalization and the ad-
vances in information and communica-
tion technology have major HR implica-
tions for Indian banking sector as well.
This scenario has forced the banking in-
dustry inIndia, whichislargely in public
sector, to compete with not only the in-
digenous private banks but also with the
foreign banks operatingin India. Simul-
taneously, it is not an easy ride for pri-
vate sector and foreign banks to chal-
lenge the prima donna status of public
sector banks in India. How well these
challenges are met will mainly depend on
the extent to which banks leverage their
human resourcesin the context of chang-

ing economic and business environment.
Erdogan (2002) suggested that perfor-
mance appraisal can make important con-
tribution to effective human resource
management, and eventually organiza-
tional performance. Employee perfor-
mance has, therefore, been identified as
a crucial determinant of success in the
banking sector and hencethereisagrow-
ing interest in the effective management
of employee performance. A number of
observations have been made in earlier
research (e.g., Shrivastava & Purang,
2012; 2011; Juneja, Shankar &
Bhattacharya, 2007; Priyadarshini &
Venkatapathy, 2003, etc.) as regards the
performance appraisal practice in the
banking industry, but there is dearth of
studies which addressed assessment and
comparison of PA reactions among pub-
lic and private sector banks and also for-
eign banks operating in India. The present
study has been an endeavor to address
this research gap.

Review of Literature

Extant literature has shown that
there is a critical link between satisfac-
tion with appraisal processes and ap-
praisal effectiveness (Bernardin &
Beatty, 1984; Dobbins, Cardy & Platz-
Vieno, 1990). Dipboye & de Pontbriand
(1981) showed that employeeswere more
satisfied and had greater acceptance of
PA when employee development and
performance improvement were empha-
sizedinit. Jain & Kamble (2005) pointed
out that the effectiveness of performance
appraisal system is based on the extent
to which the system is HRD oriented.
Well structured appraisals should directly
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relate to noted improvementsin any weak
areas (Broady-Preston & Steel, 2002).
The benefits of an effective appraisal
schemeliein the fact that it leads to im-
proved performance throughout the or-
ganizations (Fisher, 1996). Studies on
employee’s reactions to appraisals and
feedback (e.g., Taylor, Masterson,
Renard, & Tracy, 1998) suggested the
outcome of appraisal in improving em-
ployee performance. The perceptions of
fairness influence the way people think,
feel, and act on the job (Bies & Shapiro,
1987), thereby influencing positive affec-
tive reactions like performance appraisal
satisfaction (Thurston, 2001; Cook &
Crossman, 2004). Feedback from the per-
formance review should be used as a ba-
sis for development and improvement.
Research has shown that effective feed-
back does improve employee perfor-
mance (Latting, 1992). Further, if partici-
pants do not perceive the system to be
fair, the feedback to be accurate, or
sourcesto be credible, then they are more
likely to ignore and not use the feedback
they receive (Facteau et al., 1998). In an
empirical study of 163 BPO employees,
Monis & Shreedhara (2010) found that
objectivity in the appraisals, accuracy of
the previous appraisals and viewing ap-
praisalsasamotivating tool have emerged
as the significant variables and all these
three variables are positively associated
with the satisfaction of the respondents
towards the performance appraisal sys-
tem. Employees demonstrate higher level
of commitment when they perceive that
performance appraisal is associated with
employee development (Lee & Bruvold,
2003). In their recent review of PA re-
search, Levy & Williams (2004) called for

‘ An appraisal system will be inef-
fective if ratees (and raters) do not

see it as fair, useful, valid, accu-
rate, etc.

more field research on the relationship
between PA reactions and employee atti-
tudes and behavior. They claimed that an
appraisal system will be ineffective if
ratees (and raters) do not see it as fair,
useful, valid, accurate, etc. If ratees are
dissatisfied or perceive a system as un-
fair, they will belesslikely to use evalua-
tions asfeedback to improvetheir perfor-
mance (Ilgen, Fisher & Taylor, 1979).
Jawahar (2006) investigated the potential
predictors and consequences of satisfac-
tion with performance appraisal feedback
and found that satisfaction with rater and
previous performance ratings influence
employees’ satisfaction with performance
appraisal feedback. Shrivastava& Purang
(2012) found that older employees have
performance expectationsthat arewel| set,
better clarified, have greater confidence
in their raters and feel they are provided
more feedback, rating decision are ex-
plained inafair manner and aretreated in
arespectable way whereas in the case of
private sector bank employees, asagein-
creasesthey do not feel their expectations
arewel| set and clarified. Measuring ap-
praisal effectiveness involves, among
other things, assessing perceptions of or
actual rater errors and biases, rating ac-
curacy and reactions of raters and ratees
about the PA system in place (Keeping &
Levy, 2000). They further claimed that
satisfaction with performance appraisal is
the most frequently measured appraisal
reaction.
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The Study

Based on thereview of extant litera-
ture, the present study assesses employee
reactionsto Performance Appraisal Sys-
tem (PAS), with respect to: a) outcomes
in terms of performance improvement
and employee development; b) fairness
of PA rating; c) accuracy of PA rating;
d) providing feedback; €) explaining rat-
ing decisions; and f) overall satisfaction
with appraisal system. Therefore, the
main objectives of the study are: first, to
measure the levels of employee’s reac-
tions to performance appraisal system,
and second, to make a comparison be-
tween the levels of PA reactions of man-
agers belonging to public sector, private
sector and foreign banks operating in In-
dia The field survey for the study was
carried out through a period of six months
from April to September 2013.

The Sample & Data Collection

The study was carried out with a
sample survey of 318 managers belong-
ing to public sector, private sector and for-
eign banks operating in India. For the pur-
pose, State Bank of India (SBI), Bank of
India (BOI), ICICI Bank, HDFC Bank,
AxisBank, Yes Bank, Standard Chartered
Bank, and Hongkong & Shanghai Bank-
ing Corporation (HSBC) have been se-
lected. The first two banks represent In-
dian public sector banks, next four banks
represent Indian private sector banks and
remaining two banks represent foreign
banks operating in India. The selection of
branches/ administrative offices for the
survey was based on convenience sam-
pling. For the purpose, three cities, viz.,

Bhopal, Indore and Ujjain from the state
of Madhya Pradesh have been selected.
The three levels of bank managers, viz.,
senior managers, middle-level managers,
and junior managers working in various
administrative officesaswell asbranches
of the chosen banks were selected for the
purpose of the survey. Out of the 318 par-
ticipant managers, one hundred and thirty
Six (42.7%) were from public sector banks,
one hundred and twenty five (39.3%)
were from private sector banks and fifty
seven (18%) from foreign banks operat-
ing in India. The sample included 12.3%
senior level managers, 36.8% middlelevel
managers and 50.9% junior level manag-
ers. The coverage of sectors and man-
agers are presented in Table 1.

Respondents of the survey repre-
sented different age groups, educational
and professional qualifications and expe-
rience levels. The average age of the
members of the final sample was 35
years and these respondents had total
experience for an average of 11 years.
Seventy-five percent of the selected
managers were male and twenty five
percent were female managers. Eighty
one percent of managers were married
and nineteen percent were unmarried.
Thirty two percent of the respondentsin
the final sampleindicated agraduate de-
gree, majority of them (sixty six percent)
were holding a post graduate degree and
two percent were having a doctoral de-
gree. Out of the total respondents,
around sixty five percent were holding
some or other professional degree which
includes, thirty eight percent MBA, three
percent CA/CS/ ICWA, five percent en-
gineers, nineteen percent other qualifica-
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Sample Survey

Covered inthe

Sampling %

Sampling % No. Sampling % No.
Corresponding to Corresponding to

Corresponding to

Sampling % No.

Corresponding to

No.

the No. of public

the No. of public the No. of public

the No. of public

in the Sample

sector managers

in the Sample

sector managers

in the Sample

sector managers

in the Sample

sector managers

12.3

39
117
162
318

12.3
38.6\

7
22
28
57

8
32

10
40
75
125

16.2

22
55
59
136

36.8
50.9

49.1

60
100
39.3

40.4
43.4

Middle Level Managers
Junior Level Managers

Senior Level Managers
Total

100
100

100
18.0

100
42.7

Corresponding to Total
Number in the Sample

Sampling Percentage

tionssuch aslaw, CAIIB, etc. The de-
mographic characteristics of the re-
spondents are given in Table 2.

A five-point Likert scale has been
administered to three hundred and
eighteen managers of the selected
banks for the purpose of collecting
primary data. The scale consists of
nine items that measure employee re-
actions to PA system and has been
developed by the researchers specifi-
cally for the purpose of thisstudy. The
reliability coefficient, that is,
Cronbach’s al pha (&) score was found
to be 0.91 which indicates the overall
reliability of thescale. Statistical tools
such as mean, standard deviation, cor-
relation analysis, t- test and ANOVA
test have been used for the purpose
of analysis and inference.

Key Variables

Performance Improvement indi-
catesimprovement in an employee’sjob
performance. Employee Development
refers to employee competence devel-
opment in terms of development of
knowledge, skillsand attitudesto enable
him/ her for performing better not only
in existing job but also for future tasks
and assignments. Fairness in PA Rat-
ing: When therating provided after the
completion of PA process is devoid of
any biasand subjectivity, itissaid to be
fair rating. It indicates that the proce-
dure used to evaluate an employee’'s
performance is fair. Accuracy of PA
Rating indicatesthat therating given to
employeesisactually based on their ef-
forts, abilities and performance during

[
[ee}
o
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Table 2 Demographic Statistics of the Sample

No. of Respondents(N=318)

Sampling % Corresponding
to Total Number in the Sample

City

Bhopal

Indore

Ujjain

Gender

Male

Female

Marital Status
Married

Unmarried

Highest Qualification
Doctoral
Post-Graduate
Graduate

Professional Qualification
MBA or Equivalent
CA/ CS/ ICWA*
Engineering/ Technical
Others

No Professional Qualification
Age Group

< =30 years

31- 40 years

41 — 50 years

51 - 60 years
Experience as a Bank employee
< =03 years

04 - 10 years

11 — 20 years

21 - 30 years

31 - 40 years

114 36
125 39
79 25
237 75
81 25
256 81
62 19
7 2
209 66
102 32
121 38
11 3
14 5
61 19
111 35
144 45
93 30
39 12
42 13
84 26
135 42
34 11
40 13
25 8

Source: Authors’ research work

Note: *CA: Member of Institute of Chartered Accountants of India; CS: Member of Institute of
Company Secretaries of India; ICWA: Member of Institute of Cost and Works Accountants of In-

dia

the appraisal period rather than any bias,
favoritism or rating error (such ashalo ef-
fect, central tendency error, recent-inci-
dent effect, leniency or strictness effect,
etc.). It aso indicates that an employee's
performance rating is based on some pre-
set standards of performance. Providing
Feedback refersto providing information

about the level of achievement inrelation
to pre-defined performance standards and
behavior of employees during the perfor-
mance period and to prescribe the ways
for taking appropriate actions in the fu-
ture. Such information helpsto review past
performance of employees, rectifying per-
formance deficiencies and to set new stan-
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dards of work, if required. Explaining
Rating Decisions refers to clear commu-
nication and justification of rating decisions
made asaresult of PA process. It involves
open discussions between the appraiser
and employee about the reasons of posi-
tive or negative deviations from the pre-
set objectives. Overall Satisfaction with
PA system indicates overall satisfaction
with performance appraisal system being
practiced and includes its factors viz.,
policy, design, development, implementa-
tion and use of appraisal outcomes.

Data Analysis & Findings
Thefollowing findings (based on the

analysisof datagivenin Tables 3-7) have
emerged.

1. The seven dimensions of perfor-
mance appraisal system that have
been assessed are: Performance Im-
provement, Employee Development,
Fairness in PA Rating, Accuracy of
PA Rating, Providing Feedback, Ex-
plaining Rating Decisions and Over-
all Satisfaction with PA system. All
these factors have been found at
moderate levels across the banking
sectors. This indicates that manag-
ersagree to amoderate extent on the
above aspects of PA system imple-
mentation and its outcomes in the
selected banks (Table 3).

2. Analysis through Karl Pearson’s co-
efficient of correlation (r) indicates
that ahigh degree of positive correla-

Table 3 Assessment of Performance Appraisal Reactions of Manager s of Selected Banks Oper-

ating in India

Reactions to Performance Mean(N = 318) SD Level of PA Reaction
Appraisal (PA) System

Performance Improvement 3.95 737 Moderate
Employee Development 3.89 777 Moderate
Fairnessin PA Rating 3.77 .947 Moderate
Accuracy of PA Rating 3.72 941 Moderate
Providing Feedback 3.75 .870 Moderate
Explaining Rating Decisions 3.65 .966 Moderate
Overall Satisfaction with PA system 3.67 .979 Moderate

Note: Standards for analysis: If mean value of the specific PAS reaction is above 4.0, it has been re-
garded as ‘High'; if the mean value is between 3 and 4, it has been considered as ‘Moderate’; and, if
the mean value isless than 3, it has been regarded as ‘Low’.

tion exists between all the study vari-
ablesviz., Performance |mprovement,
Employee Development, Fairness in
PA Rating, Accuracy of PA Rating,
Providing Feedback, Explaining Rat-
ing Decisionsand Overall Satisfaction
with PA system. It means that all the
variables of performance appraisal

‘ All the variables of performance
appraisal reactions are positively

and strongly related with one an-
other. \

reactions are positively and strongly
related with one another (Table 4).
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3. It wasfound that all the dimensions without any variation at 0.05 level of
of Performance Appraisal (PA) re- significance. It indicates that reac-
actions viz., Performance Improve- tions to performance appraisal sys-
ment, Employee Development, Fair- tem in the selected banks are not
ness in PA Rating, Accuracy of PA gender biased (Table 5).

Rating, Providing Feedback, Explain-
ing Rating Decisionsand Overall Sat- ‘ Reactionsto performance appr aisal
isfaction have been perceived at | system in the selected banks are \

moderate levels across both the  not gender biased.
groups (males and females) that too

Table 5 Comparative Study of Performance Appraisal Reactions of Male & Female Managers
in Selected Banks

(Results of t-test)

Performance Appraisal Reactions Males(N = 237) Females(N = 81) T Sig*
Mean S Mean SO
Performance Improvement 3.97 71 3.88 .79 .969 .333
Employee Development 3.91 .76 3.83 .80 .800 424
Fairnessin PA Rating 3.76 .98 3.81 .83 -.488 .626
Accuracy of PA Rating 3.74 .96 3.64 .86 .863 .389
Providing Feedback 3.73 .90 3.80 .74 -.647 .518
Explaining Rating Decisions 3.65 .98 3.65 .92 -.003 .898
Overall Satisfaction with PA system.  3.68 .97 3.64 1.0 .329 742

Note: * Significant at .05 level of significance (Table Value = 1.96)

Standards for analysis: If mean value of the specific PAS reaction is above 4.0, it has been regarded
as ‘High'’; if the mean value is between 3 and 4, it has been considered as ‘Moderate’; and, if the
mean valueislessthan 3, it has been regarded as ‘ Low’

4. Performance Improvement was per- foreign banks and thereisno signifi-
ceived at high levels by the manag- cant variation between the percep-
ers of public sector banks but the tions of managers of the various
same was perceived at moderate lev- banking sectors. However, two vari-
els by the managers of both private ables viz., Providing Feedback and
sector as well as foreign banks but Explaining Rating Decisions have
such avariation among various sec- been perceived at moderate |evels by
torswas not found significant at 0.05 the managers of the three sectors but
level of significance. The study vari- with significant variation among vari-
able viz., Employee Development, ous banking sectors at 0.05 level of
Fairness in PA Rating, Accuracy of significance. These variables were
PA Rating and Overall Satisfaction comparatively at higher levelsin for-
with PA system were perceived at eign banks as compared to public
moderate levels among the manag- sector and private sector banks
ersof public sector, private sector and (Table 6).
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Table 6 Comparative Study of Performance Appraisal Reactions of Managersin Public Sector
Banks, Private Sector Banks and Foreign Banks operating in India

(Results of ANOVA)

Public Sector Private Sector Foreign Banks F P(Sig.)
Banks(N = 136) Banks(N = 125) (N =57)

Mean SD Mean SD Mean SD

Performance Appraisal
Perceptions

Performance I mprovement 402 .60 3.87 .79 3.94 .86 1.28 .279
Employee Development 387 .71 3.90 .82 3.92 .83 12 .886
Fairnessin PA Rating 3.88 .80 3.67 1.0 3.74 1.0 1.54 .215
Accuracy of PA Rating 3.82 .80 3.57 1.0 3.79 .92 2.60 .076
Providing Feedback 3.62 .78 3.78 .90 3.96 .94 3.28  .039*
Explaining Rating Decisions 3.43 .93 3.75 .99 3.98 .85 8.05  .000*
Overall Satisfaction with 3.63 .87 3.59 1.0 3.95 91 2.81 .061
PA system

Note: * Significant at .05 level of significance (Table Value of F =2.6049)

Standardsfor analysis: If mean value of the specific PAS perceptionisabove 4.0, it has been regarded
as‘High’; if the mean value is between 3 and 4, it has been considered as‘Moderate’; and, if the mean
valueislessthan 3, it has been regarded as ‘Low’

5. The study variables viz., Perfor- tion at 0.05 levels of significance.

mance | mprovement, Employee De-
velopment and Accuracy of PA Rat-
ing have been perceived at high lev-
els by senior managers and at mod-
eratelevelsby both junior and middle
level managers. While Performance
Improvement and Employee Devel-
opment have been found without any
significant variation between the
three managerial levelsat 0.05 level
of significance Accuracy of PA Rat-
ing was found with significant varia-
tion between the thee levels. It was
found at comparatively higher level
among senior managers. Similarly,

Thus, senior level managers strongly
believed that PA system has helped
them to improve their job perfor-
mance, competence development as
well astheir self devel opment ascom-
pared to the middle level and junior
level managers. At the same time
senior level managers found the PA
system in their banks as more accu-
rate than the middle level and junior
level managers (Table 7).

Discussion & Implication

In the present study all the dimen-

the other three variables viz., Fair- sions of employee reactions towards the
nessin PA Rating, Explaining Rating  Performance Appraisal system such as
Decisions, Providing Feedback and Performance Improvement, Employee
Overall Satisfaction with PA system Development, Fairness in PA Rating,
have been perceived at moderate Accuracy of PA Rating, Providing Feed-
level by all thethree managerial lev-  back, Explaining Rating Decisions and
elsand without any significant varia-  Overall Satisfaction with PA system were
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Table 7 Comparative Study of Performance Appraisal Reactions of Senior, Middle and Junior
Level Managers in Selected Banks

(Results of ANOVA)

Performance Appraisal Senior Level Middle Level Junior Level F P(Sig)
Perceptions (N =39) (N =117) (N = 162)

Mean SD Mean  SD Mean SD
Performance Improvement 4.17 .71 392 .73 3.92 .73 1.949 144
Employee Development 413 71 3.82 .82 3.88 .75 2.296 102
Fairnessin PA Rating 3.89 1.07 3.73 .73 3.77 .93 .405 .667
Accuracy of PA Rating 405 .81 372 .91 3.64 .97 2981  .050*
Providing Feedback 381 .87 3.74 .88 3.74 .85 .107 .898
Explaining Rating Decisions 3.57 1.01 3.61 .97 3.70 .95 .502 .606
Overall Satisfaction with 3.92 .82 355 1.01 3.70 .97 2.211 111

PA system

Note: * Significant at .05 level of significance (Table Value of F =2.6049)
Standards for analysis: If mean value of the specific PAS reaction is above 4.0, it has been regarded
as ‘High'; if the mean value is between 3 and 4, it has been considered as ‘Moderate’; and, if the

mean value isless than 3, it has been regarded as ‘ Low’

found at moderate levels. Thus in the
Indian banking sector, most of the man-
agers believe that performance appraisal
process has hel ped them to improve their
job performance, competence develop-
ment and their self development. These
managers found the PA rating asfair and
accurate and timely feedback was pro-
vided to them after the PA process. The
rating decisions were also clearly ex-
plained and overall the managers were
satisfied with the present appraisal sys-
tem being practiced in the Indian bank-
ing sector. Substantiating the claim of
earlier researchers (Dipboye & de
Pontbriand, 1981; Siegal, 1984; Fisher,
1996) regarding Performance Improve-
ment and Development as the key ob-
jectives of Performance Appraisal, our
study revealed that Performance Im-
provement (mean value: 3.95) and Em-
ployee Self-development (mean value:
3.89) are the key outcomes of Perfor-
mance Appraisal practice in the banks.

‘ Performance I mprovement and
Employee Self-development are
the key outcomes of Performance
Appraisal practice in the banks.

Thisfinding is consistent with the survey
results of Cleveland et al. (1989) who
found that appraisals have the greatest
impact on performance feedback and
identification of strengths and weaknesses
in addition to salary administration. Levy
and Williams (2004) argued that effective-
ness of PA can be judged by its fairness,
accuracy, usefulness, etc. The present
study has further validated this argument
revealing the effectiveness of appraisal
system in Indian banksin terms of favor-
able employee reactions on fairness and
accuracy of appraisals. The mean values
indicate that managers were quite satis-
fied with overall appraisal processwhich
isthe most frequently measured appraisal
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reaction (Keeping & Levy, 2000) thus,
indicating further effectiveness of PA
System in Indian banks.

Inan empirical study of middielevel
managers of Indian banks, Shrivastava
and Purang (2011) found that employees
perception of fairness of their appraisal
system is significantly different between
the public sector and private sector banks.
Private sector bank employees perceive
performance appraisal factors, namely,
Setting Performance Expectations,
Rater’s Confidence, Clarifying Expecta-
tions, Providing Feedback, Accuracy of
Rating, Seeking Appeals, and Explaining
Rating Decisionsto befairer ascompared
to public sector bank employees. Our
study also found that the perceptions of
private sector managers were at higher
levels as compared to public sector man-
agersin terms of providing feedback and
explaining rating decisions. However, the
public sector managers found their ap-
praisal system as more accurate than pri-
vate sector managers. A freshinsight from
the present study isthefindings asregards
the perceptions of managers of foreign
banksin India which were not studied so
far in earlier researches.

Our study revealed that PA factors
such as providing feedback and explain-
ing rating decisions are perceived at sig-
nificantly higher levels by the managers
of foreign banks as compared to thosein
public sector and private sector banks.
Thereason for such differences could be
attributed to the fact that the perfor-
mance appraisal process may beinclined
more towards learning and devel opment
in foreign banks as against its use prima-

rily for administrative purposesin public
sector banks. Challenges before Indian
banksisto help peoplefeel being treated
fairly and satisfied; as a satisfied em-
ployee is a pre-requisite for a satisfied
customer (Bhatt, 2012). The most aston-
ishing finding in the present study isthe
comparatively low scores in the case of
private sector banks as regards Perfor-
mance Improvement, Fairness and Ac-
curacy in PA Rating and Satisfaction with
PA System. Such revelations may pose
an alarming signal for private banks and
could be detrimental to their expansive
growth plansin the country. A compara-
tively better score of foreign banks op-
erating in India on Overall Satisfaction
of employees with the appraisal system
indicates better PA effectivenessin such
banks. The effectiveness of any HRD
effort like Performance Appraisal sys-
tem depends to a large extent on how
such effort isbeing perceived by the em-
ployees. Furthermore, employeeswith a
positive view of performance appraisal
are more likely to embrace the process,
be better motivated and improve their
performance overall (Lovegrove &
Zhang, 2009). The revelations in the
present research indicate a moderate
level of employee reactions towards per-
formance appraisal, thus pointing to fur-
ther scope of improvement in perfor-
mance appraisal as a key HRD practice

The effectiveness of any HRD ef-

fort like Performance Appraisal
system depends to a large extent

on how such effort is being per-
ceived by the employees.
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in Indian banks. Indian banking is under
revision and in such times of change and
challenge, it has become imperative for
their HR department to effectively man-
age the performance and development of
human resources for the achievement of
competitive advantage.

Future research should focus on
broadening the study on employee reac-
tions to PA system to embrace a wider
population covering more geographic lo-
cations within the Indian banking envi-
ronment and addressing more number of
PA reaction variables. Further investiga-
tion is also needed on understanding and
comparing the design, development and
implementation of the appraisal system
among public sector, private sector and
foreign banks operating in India.
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