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Abstract

Purpose — The purpose of this paper is to develop a conceptual framework for the effectiveness of
performance appraisal (PA) systems by using a competing values approach.
Design/methodology/approach — The review employs a three-step approach: first, the paper
discusses the existing criteria to determine the effectiveness of PA systems, and presents criticisms of
these criteria. Second, the paper reviews the literature on the competing values model of organizational
effectiveness. Third, the paper integrates the PA system in the competing values model to develop a
comprehensive framework for the effectiveness of PA systems.

Findings — A practical model is developed, taking into account the processes and procedures involved
in PA systems.

Originality/value — The paper is designed to provide a guideline for managers to consider the
effectiveness of a PA system. The paper suggests that assessing the effectiveness of a PA system on
any single criterion ignores various important aspects of the system. Moreover, the effectiveness of a
PA system should be based on the values and preferences of all major stakeholders of the system, i.e.,
appraisers, appraisees and the organization.

Keywords Qualitative, Competing values framework, Performance appraisal system,

Performance appraisal system effectiveness

Paper type Conceptual paper

Introduction

Research on performance appraisal (PA) has been advancing its traditional content areas
as well as exploring the newer ones. In the past, PA had been employed as a formal
process of employee monitoring (Cardy and Dobbins, 1994; Murphy and Cleveland, 1991).
In the early 1990s it has evolved as a wider-reaching and inclusive process rather than
a heavily bureaucratized practice (CIPD, 2009). Thus, in its recent form, PA is defined
as “activities through which organizations seek to assess employees and develop
their competence, enhance performance and distribute rewards” (Fletcher, 2001, p. 473).
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This definition suggests that a PA system should not be confined to mere performance
planning and review sessions. Rather it should be considered to consist of various
interrelated elements involved in implementation, management and communication of
appraisal-related activities (Walsh, 2003) such as setting employees’ performance targets,
conducting appraisals, giving feedback, assessing employees’ developmental needs
(CIPD, 2009).

Despite a decent amount of research on its varied aspects, in practice many PA
systems operate far from perfect. In the current age, HR professionals are striving to
establish PAS which could appraise performance of employees fairly on job-related
attributes by keeping the system up-to-date and compatible with ever changing
environments (CIPD, 2009). Hence, organizations are witnessing the failure of their PA
systems, and thus, would benefit from a theoretical model designed to improve the
effectiveness of PA systems (Atkins and Wood, 2002; Banks and Murphy, 1985; DeNisi
and Kluger, 2000; Schraeder et al, 2007; Taylor et al, 1995). Thus, an effective PA
system that could hold up such activities together is still a need of the PA practice.

The literature has pointed out a range of deficiencies attributed to many existing PA
systems (see Claus and Briscoe, 2009; Maley and Kramer, 2014). For example, failure to
pursue and achieve PA purposes (Meyer, 1991); lack of reliable, valid and objective
performance measures (Folger et al, 1992), appraisers’ dependency on human
information processing and rating judgments (Wiese and Buckley, 1998), inability to
meet expectations of the key stakeholders, ie., the appraiser, the appraisee, and the
organization (Ilgen, 1993; Murphy and Cleveland, 1995), weak interpersonal relationships
between appraisers and appraisees, which in turn, increase interpersonal conflicts and
dwindle trust and communication between them (Bernardin and Villanova, 1986;
Murphy and Cleveland, 1991; Greenberg, 1991). Hence, it is not easy to predict what
determines the effectiveness of a PA system (e.g. Chiang and Birtch, 2010; Claus and
Briscoe, 2009; Levy and Williams, 2004; Varma et al,, 2008), and more often than not,
doubts prevail regarding the effectiveness of PA systems (Tuytens and Devos, 2012).

Until recently, PA literature has reported numerous studies that are considered a
step forward to the effectiveness of PA systems, as they attempted to suggest solutions
to the above problems, albeit piecemeal. These studies have suggested the following
four criteria of effectiveness of PA systems: the utilization criterion that refers to
purpose achievement, which addresses the question why PAs are conducted; the
qualitative criterion that refers to user’s justice perceptions of a PA system, which
relates to a set of rules and practices that ensure fairness in the PA system; the
quantitative criterion that refers to psychometric soundness of rating formats,
focussing on enhancing appraisal accuracy and minimizing rating errors and biases;
and the outcome criterion that refers to appraisee reactions, in terms of both person- as
well as organization-referenced outcomes reflects on appraisees’ attitudinal evaluations
of and responses to the PA system (Boyd and Kyle, 2004; Chiang and Birtch, 2010;
CIPD, 2009; Hedge and Teachout, 2000; Ilgen ef al, 1993; Igbal et al., 2015; Jacobs et al.,
1980; Kudisch et al, 2006; Levy and Williams, 2004; Linna ef al, 2012; Keeping and
Levy, 2000; Pichler, 2012; Roch, 2006; Wood and Marshall, 2008, among others).

Building on the above, we assume that the problem that PA practitioners are facing
is a lack of an overall, holistic theory of PA system effectiveness. Over the years, the
body of literature on effectiveness of PA systems has suggests numerous solutions to
the above problems, but still, PA theory and practice are deficient of a holistic
framework of its effectiveness. Thus, with the aim to overcome this dearth, the present
study proposes a holistic framework of the effectiveness of PA system by using the
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competing values approach. The present study attempts to integrate the competing
values framework of organizational effectiveness in the context of PA systems. This
competing values framework was formulated on the basis of fundamental assumptions
about how organizations work and how they are managed (Cameron and Quinn, 2006).

Competing values framework was developed to determine organizational
effectiveness. However, to the best of our knowledge, thus far, this model has been
applied to various organizational functions, but not to PA systems. Cameron and Quinn
(2006) assert that besides assessment of organizational effectiveness, the robust
framework of competing values would also accurately describe various other aspects of
the organization. Therefore, the present study employs the competing values
framework (Quinn and Rohrbaugh, 1983) for suggesting a holistic framework of
effectiveness of PA systems. Our review is hence designed to make a twofold
contribution to the theory and practice of PA. First, the present study is likely to
advance the PA body of literature by integrating different criteria of effectiveness of
PA systems using a competing values approach. Second, the framework proposed in
the present study would suggest practical solutions to the problems faced in the PA
practice. In fact, PA is a complex human resource management function, sometimes one
criterion competes the other, e.g., often administrative purposes of PA lead to system-
centric rating errors. We hope that the proposed model would help practitioners set
priorities while coming across such competing criteria. Henceforth, the idea is
presented in three major sections, ie.: effectiveness of PA systems — criteria and
criticisms; competing values framework — an overview; and a competing values
framework for an effective PA system, followed by conclusions.

Effectiveness of PA - criteria and criticisms

Criteria of effectiveness of PA

Previous PA research, which had hitherto used different yardsticks for measuring the
effectiveness of PA systems, albeit piecemeal, turned to calling for an integrative
approach. PA literature categorizes these yardsticks into the following four groups,
also pronounced as criteria of effectiveness of PA systems.

First, the utilization criterion aims to address issues related to PA uses and
purposes. A PA system is a vital component of an organization’s human resource
management system, and thus, serves for several purposes and supports in making
various human resource decisions (Murphy and Cleveland, 1995). Therefore, the
effectiveness of a PA system reflects on the intended purpose(s) for which the system is
set up. Cleveland et al (1989) categorized 20 uses of PA systems into four a priori
defined factors. They pronounced them “between individuals,” “within individuals,”
“system maintenance” and “documentation.” All uses in the first factor, i.e., between
individuals, have been regarded as administrative purposes in PA literature. These
included: salary administration, promotion, retention or termination, recognition of
individual performance, layoffs and identification of poor performance. All uses in the
second factor, ie., within individuals, were those which PA literature has viewed as
developmental purposes (Tziner et al, 2000, 2001, among others). These were:
identification of individual’s training needs, performance feedback, determination of
transfers and assignments and identification of an individual's strengths and
weaknesses. Some uses under the remaining factors, ie, system maintenance
and documentation, relate to strategic and role-definition purposes. For example,
“evaluate goal achievement” and “assist in goal identification,” relate to the former, and
“reinforce authority structure” relates to the latter.
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Second, the qualitative criterion helps attain the adequacy and usefulness of a PA
system by creating fairness perceptions among appraisees (Giles et al, 1997; Jawahar,
2007). Earlier, fairness was derived from equity theory that explained an individual’s
perception of outcome-related fairness (McDowall and Fletcher, 2004). However, more
recently the concept of fairness was more fully explained as organizational justice
theory. Under the tenets of this theory, researchers have categorized forms of justice as
one-, two-, three- and four-factor models. In the beginning, major forms of justice, ie.,
distributive and procedural, were measured through one scale, being highly correlated
(Welbourne ef al, 1995; Sweeney and McFarlin, 1997). However, Martocchio and
Judge (1995) included some elements of interactional justice in the one-factor model.
Greenberg’s (1986) empirical investigation laid the foundation for the two-factor model.

Although two-factor conceptualizations incorporated distributive and procedural
justice in one model, these were treated differently (Greenberg, 1990). On the inclusion
of interactional fairness in the justice literature, the three-factor model appeared
(e.g. Barling and Phillips, 1993; Bies and Shapiro, 1987; Skarlicki and Folger, 1997).
In early 2000s, the four-factor model was conceptualized. This model provided more
nuance to of all forms of justice by categorizing interactional justice into two groups,
i.e., interpersonal and informational justice (Colquitt, 2001). The dimensionality of the
four-factor model has been investigated theoretically, and its construct and predictive
validities have been demonstrated adequately by Colquitt (2001). After then and until
now, this conceptualization has been used in many empirical studies, including in the
field of PA (see, e.g. Jawahar, 2007; Jepsen and Rodwell, 2009).

Third, the quantitative criterion demonstrates the effectiveness of a PA system when
performance-related data are elicited through common PA system methodologies, for
similar appraisees; analysis of the reliable data is carried out accurately; and reliability
and discriminability issues are emphasized (Jacobs ef al, 1980). All the above points
converge to rating accuracy. Over the past three decades, the main focus of PA research
has been on the psychometric soundness of rating instruments, ie., reliability and
validity of the rating forms (Murphy and Cleveland, 1995).

Fourth and final, the outcome criterion refers to PA users’ and perceived
effectiveness of a PA system. It has been argued that a PA system can be considered
effective when its key stakeholders, i.e., appraisees, consider it useful (Levy and
Williams, 2004; Roberson and Stewart, 2006, among others). Therefore, appraisees
reactions are considered helpful in determining the success of a PA system (Giles and
Mossholder, 1990; Keeping and Levy, 2000; Roberson and Stewart, 2006, among
others). In the past, due to an overemphasis on reliability and validity of an appraisal
instrument researchers remained less interested in appraisee reactions (Cook and
Crossman, 2004; Jawahar, 2007; Murphy and Cleveland, 1995; Roch ef al, 2007).
However, in the early 1990s, PA researchers realized the importance of the attitudinal
evaluation of PA system by its users, and thus, shifted their center of attention from the
psychometric soundness of rating formats to ascertaining appraisee reactions,
especially in the social context of a PA system (Levy and Williams, 2004; Keeping and
Levy, 2000).

Criticism on criteria of effectiveness of PA

Although these criteria of effectiveness of PA systems do contribute to the usefulness
of this practice, they typically have been investigated in isolation, and as a
consequence, the literature on criteria of effectiveness of PA system lacks a holistic
view. Thus, employing these criteria alone may be subject to certain theoretical as well
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as managerial criticisms. Among others, the following are the key criticisms that call
for an integrated framework of effectiveness of PA system more overtly.

The research attention being paid to criteria of effectiveness of PA system has been
uneven on the timeline. In the 1980s, the quantitative criterion outweighed all other
criteria. During the early 1990s, the qualitative criterion started grabbing attention of
PA researchers. However, now its appearance in the literature is almost equal to
quantitative criterion. No different from the outcome criterion, the utilization criterion
could manage less than a moderate appearance in the PA research, during the last three
decades. Over the past three decades, the main focus of PA research has been on the
psychometric soundness of rating instruments and rating accuracy, ie., reliability
and validity of the rating forms (Murphy and Cleveland, 1995). This lead to an
overemphasis on designing and utilizing new appraisal forms (Boyd and Kyle, 2004;
Decotiis and Petit, 1978). Thus, some PA researchers held the quantitative criterion
responsible for holding back the expansion in effectiveness of PA literature by turning
off attention from other criteria of effectiveness (e.g. Folger et al, 1992; Iigen, 1993).

The research attention being paid to specific elements of a particular criterion has
also been uneven. For example, with regard to the utilization criterion, during the last
three decades, most of the empirical studies were confined to administrative and
developmental purposes only (see, e.g. Dorfman et al.,, 1986; Farh ef al, 1991; Selvarajan
and Cloninger, 2011; Zimmerman ef al., 2008, among others). Very few studies focussed
on role-definition purposes of PA systems (e.g. Youngcourt et al., 2007), and only some
PA text discusses strategic purposes (see, e.g. CIPD, 2009; Noe et al., 2003). This has
also affected the practice of PA systems, wherein administrative and developmental
purposes of a PA system have remained the center of attention. A sole reliance on every
single purpose of a PA system may be a problem, as different purposes may ensue
varying ratings, further leading to appraiser- as well as system-centric rating errors.
For example, appraisers’ motivation to inflate ratings can be high if administrative
decisions like pay raises, promotion are to be made on the basis of ratings. Contrarily,
appraisers are more prone to deflate ratings when these are to be used for
developmental purposes, e.g., feedback (Cleveland and Murphy, 1992; Boswell and
Boudreau, 2002).

Utilization, qualitative and quantitative criteria are considered incomplete unless
these are linked to the outcome criterion. For example, when it comes to employing the
fairness-related criterion, no second opinion is deemed essential. However, without
assessing “fair process effect” (Folger ef al., 1979) it cannot be said that justice is done.
Therefore, to complete the conceptualization of the qualitative criterion, it is necessary
to relate four-factor justice perceptions to appraisee reactions (outcome criterion). PA
literature has also emphasized that fairness perceptions are one of the employees’
reactions to PA system and are related to the success or failure of the system (Smither,
1988; Taylor et al., 1995; Murphy and Cleveland, 1991; Erdogan et al, 2001). Thus, as far
as the practice of a PA system is concerned, without the outcome criterion, the
qualitative criterion seems incomplete. Moreover, employee attitudes and behaviors
can be determined by their perceptions of reality, not reality per se (Lewin, 1936).
Therefore, fairness perceptions indicate how users perceive the PA system.
Substantiating this, Cardy and Dobbins (1994, p. 54) assert that “with dissatisfaction
and feelings of unfairness in the process and inequity in evaluations, any PA system
will be doomed to failure.” Similarly, Jawahar (2007) contends that successful working
of PA system depends on appraisee’ fairness perceptions and reactions to various
aspects of the system. This was empirically tested by Sweeney and McFarlin (1993).
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They found distributive justice to be related to person-referenced outcomes, e.g., pay
satisfaction, and procedural justice to be related to organization- or system-referenced
outcomes, e.g., organizational commitment.

Some criteria of effectiveness of a PA system are criticized for their suspected
applicability. For example, as regards the quantitative criterion, obtaining accurate
performance ratings does not depend only on developing the best quality measurement
instruments, but users and the system itself. Generally, appraisers are deemed
accountable for rating errors, because they are on the frontier of a PA system. However,
there are certain other aspects that compel them to commit these biases. Therefore, the
argument presented by Curtis et al (2005) is quite logical that there are some errors,
which appraisers commit with a political agenda, but there are many which appraisees,
PA system and social factors (relations) should be held responsible for. Thus, building
on the above criticism, we assume that there is a need to have a holistic view of all
criteria instead of having the tunneled view of each criterion.

Competing value framework — an overview

The competing values framework has been studied by numerous researchers and
applied by hundreds of organizations in different areas such as organizational culture,
leadership, communication, decision making, motivation, human resource practices,
employees’ selection, total quality management and corporate strategy. Besides,
empirical evidence has suggested the robustness and applicability of this framework to
a broad array of human and organizational phenomena (Cameron ef al., 2006; Cameron
and Quinn, 2006).

The competing values framework highlights the competing tensions and conflicts
inherent in any human system (Paulin et al, 2000). It particularly emphasizes the
competition between stability and change, and between internal organization and
the external environment (Denison and Spreitzer, 1991). This framework represents the
way employees evaluate organizations, process information, learn about their
environment, the way they organize and lead others, create value for customers and
cluster the organizational elements. In addition, the framework helps capture the
fundamental values or cultures that exist in the organization (Cameron and Quinn, 2006).

While conducting research on factors that may influence organizational
effectiveness, organizational researchers have developed the competing values
framework. The research conducted by John Campbell (1977) found 30 main
indicators of organizational effectiveness. Quinn and Rohrbaugh (1983) subsequently
categorized these indicators into clusters or groups, so that a parsimonious number of
factors could be identified to measure organizational effectiveness. They invited 52
organizational researchers to study the indicators of Campbell (1977). As a result these
researchers derived three competing value dimensions: internal vs external; control vs
flexibility; and means vs ends. After statistical analysis thereupon, the third dimension,
Le, mean vs ends, was merged into two main dimensions, which organized the
indicators into four main clusters. Each quadrant has a polar opposite; for instance, the
upper left quadrant focusses on dimensions of “flexibility” and “internal,” which is in
contrast with the lower right quadrant that focusses on “control” and “external.”
This implies that some organizations may be effective if they are changing, adaptable
and organic, while other organizations may be effective if they are stable, predictable
and mechanistic. The upper right quadrant focusses on “flexibility” and “external”
while the lower left quadrant focusses on “control” and “internal.” This means that
some organizations are effective if they possess harmony in their internal
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characteristics, whereas others may be effective if they interact or compete with other
organizations in the market. Thus, the competing values framework has four
quadrants, in which each quadrant has a discrete set of organizational effectiveness
factors. These clusters help to measure organizational effectiveness.

Quinn and Rohrbaugh (1983) pronounced these quadrants the “internal process
model,” “human relations model,” “rational goal model,” and “open system model.” The
first model, i.e., the internal process model (control and internal focus) measures the role
of information management, communication, stability and control. The second model,
1e., human relations model (flexibility and internal focus) measures group cohesion,
morale and human resources development. The third model, i.e., rational goal model
(control and external focus) measures planning, goal setting and efficiency. The final
model, ie., open system model (flexibility and external focus) measures flexibility,
readiness, out spacing the competition, increase in market share and acquiring a
premium level of financial return.

Quinn and Rohrbaugh (1983, p. 371) contended that “the human relations model
with its effectiveness criteria reflecting flexibility and internal focus stands in stark
contrast to the rational goal model’s value-based stress on control and external focus.
The open system model based on flexibility and external focus runs counter to the
internal process model, the effectiveness criteria of which reflect a focus on control and
internal focus.” Additionally, they suggested that to ignore criteria in any of the models
is to have only a partial view of performance. In the administrative world, an effective
organization may need to perform well on all four sets of criteria. However, at any given
time there can be tradeoffs between these criteria (Yu and Wu, 2009).

Competing values framework for effectiveness of PA systems
PA systems are often used while pursuing competing goals of the appraisal itself and
its stakeholders, i.e., appraiser, appraisee, the organization (London and Smither, 1995;
Spears and Parker, 2002). For example, the appraiser often prefers to have good
interpersonal relationships with subordinates, as in organizations employees try to
maintain good interpersonal relationships (Daft, 2010). Contrary to this, some PA
literature (e.g. Greenberg, 1991, Jenks, 1991) suggests that PA system can be a source of
conflict between the appraiser and the appraisee. Consequently, PA might become a
difficult activity for the appraiser, as it could possibly generate conflicts between
appraiser and appraisee. These conflicts might be another reason due to which
managers often resent certain activities, such as controlling subordinates, or handling
paperwork (i.e. PA in this case) (Konrad et al, 2001). From the perspective of appraisees,
common goals of PAs are making decisions about promotion, salary, transfers, training
and development and performance feedback. The organizational perspective is to
monitor an employee’s performance and link it to organizational goals (Claus and
Briscoe, 2009); achieve organizational effectiveness through an efficacious PA system
(Cook and Crossman, 2004; Scott and Einstein, 2001); and maintain balance between
preferences of different stakeholders, ie., both appraisers and appraisees, who have
different values on which they evaluate the effectiveness of PA system. In this state of
affairs, an organization wants to accomplish its goals, as facilitated by the smooth
functioning of a PA system, which could timely respond to external environments and
good interpersonal relationship between the appraiser and the appraisee. Hence,
appraiser, appraisee and the organization have different stakes in the PA system.
We assume that there is no best criterion for assessing the effectiveness of a PA
system. Therefore, it would be difficult to reach consensus for the goals of a PA system,
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which would be used to assess its efficacy. So we can say that the effectiveness of a PA
system is itself subjective, and criteria which stakeholders use to determine its
effectiveness is dependent on his/her values and preferences. Thus, instead of single
standard, effectiveness of a PA system should be judged on the basis of multiple
criterions that involve preferences of stakeholders.

In this paper, we propose a competing values framework of the effectiveness of PA
systems that consists of four quadrants, similar to the competing values framework of
organizational effectiveness, i.e., internal process, human relations, open system and
rational goal model. We have arranged various components of criteria of effectiveness
of PA system into four factors. For example, internal process in a PA system includes
performance feedback, conducting appraisal and giving its feedback; rational goal
model includes setting targets, achieving goals of a PA system; human relations model
includes interpersonal relations between the appraiser and the appraisee, coaching and
counseling employees. The open system model of effectiveness of PA system focusses
on updating the system according to changes in working conditions or job attributes.
Thus far, the open system model has been an ignored facet of PA systems.

The proposed framework of effectiveness of a PA system consists of four quadrants;
each quadrant has variables that hold competing values with the variables of the
diagonally opposing quadrant. The upper left quadrant (see Figure 1) focusses on
human resources and interpersonal relations, which are in contrast with lower right
quadrant, which focusses on planning and achieving goals. In the same way upper
right quadrant (see Figure 1) focusses on flexibility and adaptation while the lower left
quadrant focusses on management control and internal process. Together, these four
quadrants form a framework that illuminates the implications of the competing values
of a PA system of an organization. Therefore, an effective PA system may emphasize
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Appraisee Participation Flexible Performance Targets
Employee Development Role-Definition Purposes
Coaching and Counseling Stakeholders’ Satisfaction
Internal External
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target achievement (rational goal model) but also needs to take care of human resources
in the organization (human relations model). Similarly, effective PA systems can have
strong internal processes (internal process model) but at the same time it necessitates
flexibility in setting employee performance targets and be adaptable to changes in the
work environment (open system model). All of the competing values (see Figure 1) may
occur simultaneously in an effective PA system or there may be a trade-off among
these values. In the following, the four facets of this competing values framework in the
context of effectiveness of PA system are discussed.

Internal process model

The internal process model emphasizes control, stability, information management,
communication and continuity in an organization. The main assumption of this model
is “process,” ie., clarity of responsibilities, measurement, documentation and record
keeping. For the competing values framework of effectiveness of a PA system, the
process-related factors of the system can fit better into the internal process model.
These factors include assigning a qualified appraiser to the appraisee; giving regular
performance feedback to appraisees on progress toward set targets; appraising
performance and recording it on a psychometrically sound rating format (appraisal
form); giving appraisees access to appraisal-related information; and giving weight to
the voice of appraisees. These elements of a PA system needs to be governed by clear
rules and regulations, and strictly followed by its users, i.e. appraisers and appraisees.

Assigning a qualified appraiser. The success or failure of a PA system depends
largely on appraisers (Pooyan and Eberhardt, 1989). The appraiser, being a major
source of information regarding rules and procedures that govern the PA system of an
organization, are considered to be an employees’ point of interaction. Thus, assigning a
qualified appraiser is imperative for the effectiveness of a PA system. A qualified
appraiser is one who is fully equipped for conducting PA, giving feedback, coaching
employees and has knowledge of all the rules and procedures governing a PA system.

Regular performance feedback. This is considered an important component of an
effective PA system. It is a vehicle through which appraisees receive information
about organizational expectations and work requirements, and how well they have
attained these (Tziner and Latham, 1989). Feedback helps employees keep their
efforts directed toward set goals as well as encourages them to maintain high-level
efforts (Vroom, 1964). As a result, they feel enabled to determine how many goals
they have achieved, plan their future efforts and compare their performance with
others (Festinger, 1954; Kluger and DeNisi, 1996; Nadler, 1977). Put differently,
if there exists a lack of communication between the appraiser and the subordinate,
the latter does not know how s/he is performing, and this may result in the
development of poor work habits. This is because lack of communication may lead to
counterfactuals, e.g., the subordinate may perceive that everything is going well and
s’/he is performing perfectly (Boice and Kleiner, 1997). Thus, performance feedback is
a key to improving employee performance by adjusting their future efforts (O'Reilly
and Anderson, 1980).

Access to appraisal-related information. In the PA system of an organization,
appraisees should have access to appraisal-related information. There should be no
confidentiality or secrecy of the appraisal-related information. Appraisees should have
access to their appraisal reports, they must have clear information about potential
benefits of high ratings, or consequences of low ratings, and the like. Moreover,
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there should not be any hidden agenda behind conducting appraisals. All of this
is likely to ensue favorable organizational outcomes, such as job satisfaction and
organizational commitment.

Appraisees’ voice. In twenty-first century organizations, appraisers are advised to
get appraisees’ inputs before making any final rating decision. This practice prevails
today, because without feedback, appraisees experience no voice or real control in the
PA system, but with the appraisal feedback discussion they will perceive to have a
voice and the ability to influence decisions. So, in an effective appraisal system,
appraisal feedback must be given to employees. Appraisal feedback also provides an
opportunity for the appraiser to discuss appraisees’ performance weakness (if any),
which have been identified in PA (Youngcourt et al, 2007).

Rating format. 1t 1s the form on which performance of an employee is assessed and
recorded. This form needs to be reliable and valid, i.e., the form should be designed in
such a way that it could measure the actual job performance of appraisee accurately.
Moreover, PA (i.e. assessing performance and recoding on form) needs to be conducted
at a specified period of time (quarterly, semi-annually or annually).

Rational goal model
Rational goal model emphasizes planning, goal setting and efficiency. This model
represents a functional relationship between clear and certain goals, and performance
improvement. To increase effectiveness, organizations set goals, develop plans and
then take actions to accomplish these goals. In line with this, for the rational goal model
of effectiveness of PA systems, managers need to focus on planning and setting
employee performance targets, continuous performance monitoring to ensure progress
toward set goals, and achievement of the goals for which the PA system is devised.
Planning and setting performance targets. Employees are less likely to meet the
appraiser’s expectations, if they do not know about what they are expected to do and
how to do it (Rizzo et al., 1970). Therefore, appraisers need to communicate performance
expectations to subordinate and set their performance targets clearly. While doing this,
they may align individual’s performance goals with overall organizational goals, so that
employees could contribute to the success of the organization (Storey and Sisson, 1993).
The goal setting process helps appraisees have a clear picture of what organizations
expect from them (Tziner and Latham, 1989), provided that the appraiser provides
appraisees with the opportunity to participate in goal setting (Lee and Son, 1998).
Performance monitoring. Regular monitoring of appraisees’ performance and giving
them feedback in a supportive manner can be helpful in meeting their performance
targets (Jawahar, 2006). In addition, performance monitoring also helps appraisers
evaluate appraisees’ performance accurately, i.e., based on their actual job performance
instead of global judgments. Further, it can help appraisers keep the lid on employees’
performance, so that in case of any deficiency they could aid in overcoming it.
Purpose achievement. Accomplishing the stated purpose(s) is deemed necessary for
the effectiveness of a PA system. In the system, the purpose achievement is considered
inextricable for both, the appraiser and the appraisee (Decotiis and Petit, 1978). This is
because, if they do not respond positively to the stated purpose(s) of a PA system, it
would be difficult to attain the requisite results (Gabris and Ihrke, 2001). Thus, the
inability of a PA system in achieving its purposes may lead to certain uncalled for
consequences for both employees and the organization, which can ultimately affect the
overall organizational effectiveness. The purposes that can be more relevant to
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the rational goal model include administrative and strategic purposes, relating
to salary, promotion, retention or termination, and layoff for the employee (Boswell and
Boudreau, 2000), and documentation for legal reasons for the organization (Taylor ef al,
1995; Wanguri, 1995).

Human relations model

Human relations model emphasizes employee development, and morale and group
cohesion as criteria for effectiveness. For an effective PA system, these could be achieved
when the appraiser makes decisions in a participative manner; focusses on employee
development; provides counseling and coaching to the appraisees; and ensures group
cohesiveness through good dyadic relations between the appraiser and the appraisee.

Appraisee participation. An effective PA system ensues employee attitudes that
further lead to organizational outcomes, such as job satisfaction, employee performance,
organizational commitment, turnover intention, etc. (Masterson et al, 2000). Therefore,
appraisers are encouraged to seek appraisee participation while making appraisal-related
decisions. This will not only create consensus but will also decrease chances of conflicts,
and resultantly appraisees will be more satisfied and committed with their organization.

Employee development. Human relations model of PA systems effectiveness also
focusses on employee development through organizational training and development
programs. PA systems are conducted to develop employees not only for improving on
their job performance but also to prepare employees to meet future workforce needs.
On the basis of appraisal ratings, organizations should design training and
development programs either to overcome employees’ weaknesses identified in the
appraisal, or to develop skills of employees to enhance their performance.

Coaching and counseling. In an effective PA system, appraiser should counsel and
coach his/her subordinates. Employees always have to face many problems while
performing in their actual job. In order to deal with those problems, employees need
support from their appraiser in the form of counseling and coaching. So, apart from a
formal training program, in an effective PA system employee development should also
take place through counseling and coaching efforts of appraisers. Thus, employees can
develop themselves while performing on the job, by receiving job training from their
superiors. In this way employee development takes place, which is one the main
purpose behind implementation PA systems in an organization.

Counseling and coaching from appraiser also create congenial working environment
and good dyadic relationship between appraiser and appraisee. This results in better
interpersonal relationships and group cohesiveness. As Beer (1981, p. 32) stated that
“there is no substitute for a good supervisor-subordinate relationship [...]. without such
a relationship, no performance appraisal system can be effective.” According to Bies
(2001, p. 90), employees “possess a view of the self as ‘sacred,” and a violation of that
sacred self arouses the sense of injustice.” If employees are treated respectfully then it
will increase employees’ self-confidence and they will have more trust in their decisions
and they may perceive that management approves and endorses their skills (Colquitt,
2001). Respectful treatment by appraiser has various benefits for employee and
organization, and increases the effectiveness of PA systems.

Open system model
Dominant criteria for organizational effectiveness in the open system model includes
flexibility, readiness, out-spacing competition, growth, acquiring resources, etc.
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It focusses on creative problem solving, innovation, adaptability and management of
change. We can apply the open system model of organizational effectiveness to achieve
effectiveness of PA systems. For the effectiveness of a PA system, in the open system
model there should be flexible performance targets, new job attributes should be
incorporated in PA format, and changes should be made in the work structure
associated with the position (role-definition purposes).

Flexible performance targets. Due to environmental changes, there are tremendous
variations taking place in work settings and organizational structures. The workforce
is aging and changes of the work environment of the twenty-first century have created
new knowledge, skills and abilities for workers. The rapid development of modern
technology and its use in working life has dramatically changed the nature of many
jobs, and work situations for many workers (Lee ef al, 2009). Organizations are
operating in changing environments. In this situation, employees have to perform
various tasks, which might have not been forecasted earlier while setting the
performance targets. Thus, for an effective PA system, it is necessary that appraisees
have flexible performance targets, and at the end of the appraisal period, besides
already set performance targets, employee performance should also be appraised on
any new or additional assigned targets as well.

Role-definition purposes. Another important aspect of effective PA systems is that its
appraisal format should incorporate new attributes associated with a job (Aguinis,
2009). Due to advancement in technology, globalization, workforce diversity and high-
tech jobs employees have to learn new skills to perform various tasks. Several new
tools and techniques are being used to perform various jobs; sophisticated computer
programs have replaced various tasks associated with a position which were
previously performed manually. Therefore, putting new job attributes into a PA form
can help appraise employee performance more accurately. Additionally, an effective
PA system should also play an important role in determining various changes in the
structure of the work associated with a position, because a position also needs to be
reengineered with the passage of time and advancement in technology. Therefore, a PA
system should help alter the job contents and skills requirements for improving
organizational performance or retaining competent employees (Youngcourt et al., 2007).

Stakeholders’ satisfaction. A well-designed PA system can be doomed to failure, if it
is rejected by the system users/stakeholders (Cascio, 1982). Therefore, effectiveness of a
PA system largely depends on the desires and hopes of its users (Carroll and Schneier,
1982). The PA literature suggests that the effectiveness of a PA system can be attained
from two perspectives, i.e., the appraiser and the appraisee. There has been a difference
of focus for PA system reactions between two groups of researchers. The one group
focusses on appraisees considering them more suitable for delivering PA system
reactions than appraisers (e.g. Findley et al., 2000; Keeping and Levy, 2000; Korsgaard
and Roberson, 1995; Lee and Son, 1998; Levy and Williams, 2004). Conversely, the other
group of researchers concerns PA system reactions more to appraisers than appraisees
(e.g. Redman et al, 2000; Taylor et al, 1995). However, simultaneous use of both
appraisers’ and appraisees’ perspectives is considered ideal (Lawler ef al, 1984).

Practical application

The utility of a competing value approach to PA system effectiveness is that it can
serve as a way to diagnose the efficacy of a PA system with respect to different
stakeholders of the system. Each stakeholder has different values and preferences
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regarding various facets of a PA system. To start with this approach to PA system
effectiveness, the manager needs to assess that how the key stakeholders, ie.,
appraisers, appraisees and the organization (HR department and/or top management)
value the PA system. These values can be elicited with respect to both, the specific
stakeholder’s viewpoint and the holistic view of all the stakeholders regarding the
competing values prevailing in the PA system. One central recommendation is for
researchers and practitioners to develop a measurement tool to assess how
stakeholders evaluate a set of values in a quadrant. For instance, rational goal
should measure planning and setting performance targets, performance monitoring
and purpose achievement. Likewise, the remaining measures should be developed for
the internal process, human relations and open system quadrants (for details see
Figure 1). Ideally, such a measurement tool should involve a relatively straightforward
scoring procedure that managers can apply in a simple and relatively cost-effective
manner. The results would give average scores that individual stakeholder assign to
each set of values. Through this, the manager could determine how stakeholders are
valuing the PA system and thus, which area needs improvements.

For example, suppose that the suggested questionnaire is administered to
appraisees as a stakeholder of a PA system. After scoring, the results reveal that
appraisees assigned low scores on the set of values in the human relations quadrant.
These scores may indicate that the PA system is weak in terms of employees’ skill
development, training and development needs assessment. Likewise, in the same
quadrant, the score may indicate how appraisees view the PA system with respect to
participation in the decision making. Consequently, the scores on these competing
values can present a complete picture of the PA system and the manager can take
tailored measures to improve the set of values that have a low score. In the similar
fashion, calculating the average of data collected from different stakeholders can
provide an overall picture of a PA system. In this way, the competing value approach to
a PA system enables managers to ensure system effectiveness based on values and
preferences of all stakeholders of the system.

Conclusion

Summing up the paper, we maintain that in order to assess the effectiveness of a PA
system, the PA researchers have suggested four criteria: utilization, qualitative,
quantitative, and outcome criteria. However, to the best of our knowledge, these criteria
have never been applied simultaneously to develop a framework of effectiveness of PA
systems. Building on the competing values framework of Quinn and Rohrbaugh (1983),
the present study proposed a framework revealing a holistic view of all criteria of the
effectiveness of PA systems in an integrative manner.

Since there is a lack of appropriate theory regarding effectiveness of PA system, the
present is the first of its kind that has attempted to propose a comprehensive
framework for the effectiveness of PA systems, which is based on the competing values
framework. This framework is developed with the notion that PA system should be
effective in four broad areas, that is, internal process model, human relations model,
open system model and rational goal model. These models are the most suitable
representation of four criteria of effectiveness of PA system.

This framework is the first step in developing effectiveness criteria for PA systems;
much of the work is remaining and could be done in the future. Future research may
explore this framework by developing an instrument to measure set of values in each
quadrant. Further, the instrument should be validated. In doing so, one could judge the
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efficacy of a PA system based on preferences of stakeholders. In addition, future
research efforts may judge whether any trade-off exists between these models.
Moreover, future academic efforts may also ascertain whether the effectiveness of a PA
system satisfies all the criteria of four quadrants instead of just one (i.e. psychometric
soundness, fairness or utility).
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