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Abstract 
Performance appraisal has been considered as a most significant and indispensible 

tool for an organization. For the information it provides is highly useful in decision 

making regarding various employees aspects such as promotions and merit 

increases (Okere, 2019). On this premise, the objective of this study is to examine the 

purpose, uses and problems of performance appraisal for improved organizational 

employees decision making in Nigeria. The work employed literature review 

method to acquire the necessary information concerning employees performance 

appraisal. The data gathered was analyzed qualitatively. The study observed that 

employees appraisal has come to stay as a viable means of evaluating the 

performance of employees in an organization. The paper concluded that 

organizations should provide incentive that will motivate the managers to overcome 

the discomfort experienced during employees performance appraisal.   
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Introduction 

Performance appraisal is a goal oriented process directed toward 

ensuring that organizational processes are put into place to 

maximize the productivity of employees, teams and ultimately, the 

organization. It is a major player in accomplishing organizational 

strategy in that it involves measuring and improving the value of the 

workforce (Fryand Slocum, 1984). 

 

Employees appraisal can be measurably achieved through performance 

appraisal. A performance appraisal is a regular review of an employee’s 

job performance and overall contribution to a company also known as 

“annual review”, “performance review or evaluation”, or “employees 

appraisal”. Performance appraisal evaluate an employee’s skills,  

achievements and growth, or lack thereof. Organizations use 

performance appraisal to give employees big-picture feedback on 

their work and to justify pay increases, promotions and bonuses, as 

well as termination decisions. They can be conducted at any given 

time but tend to be annual, semi-annual or quarterly. Performance 

appraisal is also a step where the management finds out how 

effective it has been at hiring and placing employees (Okere 2013) if 

any problem(s) is identified steps are taken to communicate with the 

employee and to remedy them.  

 

Performance appraisal is the process of systematically evaluating 

performance and providing feedback upon which performance 

adjustments can be made (Schermerhern, 2004). Nelson, (2004) described 

performance appraisal as comparison of actual performance with 

expected performance to assess an employees’ contribution to the 

organization. According to some studies, performance appraisal helps in 

improving performance and building both job satisfaction and 

organizational commitment. Alternatively, this helps in lowering 

down the turnover levels, (Campbell 2003; Denisi et al (1984). 
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Thus, managers need to know whether their employees are performing 

their jobs efficiently and effectively or whether there is need for 

improvement. Scholars also recognize that evaluating employee 

performance is part of performance management systems, which is a 

process of establishing performance standards and appraising employee 

performance in order to arrive at objective human resource decisions as 

well as provide documentation to support those decisions. 

 

Objective of the Study 

The reason for this present investigation is to highlight the purpose, uses and 

problems of performance appraisal for effective employees decision making 

in Nigerian organizations. 

 

Methodology 

The work employed literature survey method to gather information on the 

issues concerning the purpose, uses and problems of employees performance 

appraisal. The data obtained was qualitatively analyzed taking into 

consideration the nature of the study.  

 

Purpose of Performance Appraisal  

Performance appraisal is used for multiple purposes. Bernardin and 

Beaty(1984), highlighted the objective of performance appraisal, such as to 

improve the use of resources and serve as a basis for personnel actions. 

Cleveland and Marrison (2003), described four purposes of performance 

appraisal to make distinction among people, distinguish a person’s strength 

from his/her weaknesses, implement and evaluate human resources 

systems in organizations, and document personnel decisions. 

 

Cleveland, and Morrison (2003), also suggested that appraisals are used to 

make between-person decisions for instance for promotion or termination 

decisions or salary administration. Performance appraisal, fairness is a hot 

issue. Researchers and practitioners are trying to devise means in order to 
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increase employee’s productivity and reduce turnover, without adding a 

significant increase in cost. Performance appraisal fairness has been cited 

as a way of achieving these goals. As Lathan, (1995), observed the basic 

purpose of conducting performance appraisal is to improve performance of 

the affected employees. From the above decision, it is clear that appraisal of 

employees serve several objectives such as, (Jacobs, Kafry and Zedick, 

1980): 

1. To effect promotion based on competence and performance. 

2. To confirm service of probationary employees upon their 

completing the period satisfactorily. 

3. To assess training and development of the employees. 

4. To generate adequate feedback and guardians from the immediate 

superior to an employee working under him. 

5. To decide on pay raise where regular pay scales have not been 

fixed. 

6. To provide inputs to system of rewards (comprising salary 

increments, transfers, promotions, demotions or terminations) 

and salary administration. 

7. It can be used to determine whether human resources programs 

such as selection, training and transfers have been effective or not. 

8. It is a tool for communicating the skills, knowledge and attitudes 

required for different job roles. The appraisal criteria acts as a 

guide to the attitudes and behaviours that the organization would 

like their staff in various capacities to have. 

9. To improve communication by providing a format for dialogue 

between the superior and the subordinate, and improve 

understanding of personal goals and concerns. 

10. To let employees know where they stand in so far as their 

performance is concerned and to assist them with constructive 

criticism and guidance for the purpose of their employment. 

11. To enhance organization’s corporate value in the pursuit of 

innovative quality in the areas of customers, employees, society, 
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product, technology, management and fairness. These values are 

translated to performance measures that are used in the appraisal 

system. 

12. Broadly, performance appraisal serves four objectives- (a) 

development (b) administrative uses/decisions (c) organizational 

maintenance/objectives, and (d) documentation  Purposes. 

 

Use of Performance Appraisal 

In many organizations, appraisal system assists in achieving numerous 

goals. However in few firms performance appraisal is used in measuring 

and improving individual as well as organizational performance. The 

most common issue is expected from one form of performance appraisal 

system plan or the other. Although, if appraisal plan is well designed it 

can be used in accomplishing the set objectives as well as performance, 

as suggested by Gorsuch, (1984) in the following areas: 

  

Human Resource Planning: It is important to record data/information 

of employees in a firm so that it is easy to identify the potentials of who 

deserves to be promoted or have any area to improve. Performance 

appraisal also helps in revealing if there is sufficient number of workers. 

 

Recruitment and Selection: Through the process of performance 

analysis, organizations can determine the performance potential of an 

applicant. Studies show that successful employees display specific 

behavioural traits why performing tasks. The data processed through 

performance evaluation help in setting standards for behavioural 

interview.  

 

Training and Development: Training and development is crucial for 

any employee as it acts as a way of communicating what skill that is 

expected to accomplish task. Appraisal helps in drawing attention to 

specific needs of training. An appraisal process does not train and 
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develop individuals but determines the training need by providing data. 

 

Career Planning and Development: Career planning can be described 

as never-ending in which individual sets professional goals and means 

to achieve them throughout his or her life time. It involves recruiting 

suitable qualified and experienced people when required. Appraisal can 

determine an employees’ potential through assessing its weaknesses and 

strength. The data is useful to counsel junior staff members and assisting 

in career plans. 

 

Compensation Programs: Performance appraisal evaluation helps in 

making decisions dealing with wage or salary regulations. It is believed 

that organizations should reward employees with increase in pay when 

excellent performance is achieved. In order to increase performance, an 

organization should implement well planned and designed performance 

appraisal system and reward the efficient workers. This does not only 

increases performance, but also keep employees motivated to achieve 

better in future (Huber, 1983). 

 

Internal Employee Relations: Performance appraisal evaluation can 

provide crucial information used in making decision about internal 

employee relations. For example, performance appraisal data are used 

in decisions in several areas of internal employee relations, such as 

promotion, demotion, termination, layoff, and transfer. Also an 

employees’ performance in one job may be useful in determining his or 

her ability to perform another job on the same level. If the performance 

level is unacceptable, demotion or even termination may be appropriate. 

 

Employee Assessment Potential: Organization attempt to assess an 

employee’s potential as it appraise his or her job performance. Although, 

past behaviours may be good predictors of future behaviours in some 

jobs, and employees past performance may accurately indicates future 
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performance in other jobs, (Levine, 1986). The best sales person in a 

company may not have what it takes to become successful district sales 

manager, where the tasks are distinctly different. Similarly, the best 

systems analyst may, if promoted, be a disaster as information 

technology manager. Over emphasizing technical skill and ignoring 

other equally important skills is a common error in promoting 

employees. 

 

Problems of Performance Appraisal 

Performance appraisal is constantly under a bar-rage of criticism. The 

rating scale method seems to be the most vulnerable target. The 

following highlights some of the problems of the problems of 

performance appraisal (Rendero, 1980). 

 

Appraiser Discomfort 

Conducting performance appraisal often frustrates human resource 

management task. If performance appraisal system has a faulty design, 

or improper administration, employees will receive dreaded appraisal. 

Infact, some managers have always faulted the time, paper work, 

difficult choices, and discomfort that often accompanies the appraisal 

process. Going through the procedure cuts into a manager’s high priority 

work load and the experience can be especially unpleasant when the 

employee in question has not performed well (Price and Mueller, 1986). 

 

Lack of Objectivity: A potential weakness of traditional performance 

appraisal methods is that they lack objectivity. In the rating scales 

method, for example, commonly used factors such as attitude, 

appearance, and personality are difficult to measure, in addition these 

factors may have little to do with an employees job performance. 

Although subjectivity will always exist in appraisal methods, employees 

appraisal based primarily on personal characteristics may place the 

evaluation and the company in unattainable positions with the employee 
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and equal employment opportunity guidelines, (Kane and Lawler, 1979). 

 

Halo/Horn Error: A halo error occurs when a manager generalizes one 

positive performance feature or incident to all aspects of employee 

performance, resulting in a higher rating. On the other hand, the 

opposite is known as horn error, an evaluation error that occurs when a 

manager generalizes one negative performance or feature to all aspects 

of employee performance, resulting in a lower rating, (Kane and Lawler, 

1979).  

 

Leniency/Strictness: Some managers are too generous with praise or too 

hard on a person. Giving underserved high rating to an employee is 

referred to as leniency. This behaviour is often motivated by a desire to 

avoid controversy over the appraisal (Huse, 1980).  It is most prevalent 

when required to discuss evaluation result with employees. When 

Managers know they are evaluating employees for administrative 

purposes such as pay increase, they are likely to be more lenient than 

when evaluating performance to achieve employee development. 

Leniency, however, may result in failure to recognize correctable 

deficiencies. The practice may also deplete the merit budget and reduce 

the rewards available for superior employees. In addition, an 

organization will find it difficult to terminate poor-performing 

employees, who continuously receive positive evaluations. 

 

Being unduly critical of employee’s work performance is referred to as 

strictness. Although leniency is usually more prevalent than strictness, 

some managers on their own initiative apply an evaluation more 

rigorously than the company standard. This behaviour may be due to 

lack of understanding of various evaluation factors. The worst situation 

is when a firm has both lenient and strict managers who do nothing to 

level the inequities (Nelson, 2004).  Here the weak performers get 

relatively high pay increases and promotions from a lenient boss, 
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whereas the strict manager short-comes the stronger employees. This can 

have a demoralizing effect on the moral and motivation of top 

performing people. 

 

Central Tendency Error: This is an appraisal evaluation error that 

occurs when employees are incorrectly rated near the average or middle 

of a scale. This practice may be encouraged by some rating scale systems 

that requires the evaluation to justify in writing extremely high or low 

ratings. With such a system, the rather may avoid possible controversy 

or criticism by giving only average rating. However, since this rating 

tend to cluster in the fully satisfaction range, employees do not often 

complain. Nevertheless, this error does exist and it influences the 

accuracy of evaluations (Huse, 1980). Typically, when pay rises are 

given, they will be based on an employees’ performance. When a 

manager gives an under achiever or over achiever, an average rating, it 

undermines the compensation system. 

 

Recent Behaviour Bias: Virtually every employee knows precisely 

when performance review is scheduled. Although his or her actions may 

not be conscious, an employees behaviour often improves and 

productivity tend to rise several days or weeks before the scheduled 

evaluation. It is only natural for a rater to remember recent behaviour 

more clearly than actions from the more distant past. However, formal 

performance appraisals generally cover a specific time, and an 

individual action over entire period should be considered. Maintaining 

records of performance throughout the appraisal period helps avoid this 

problem. 

 

Performance Appraisal Methods 

According to Okere (2013), managers can choose from seven major 

performance appraisal methods: 
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Written Essays: The written essay is a performance appraisal technique 

in which an evaluator writes out a description of an employee’s strengths 

and weaknesses, past performance, and potential. The evaluator also 

makes suggestions for improvement. 

 

Critical Incidents: The use of critical incidents focuses the evaluator’s 

attention on critical or key behaviours that separate effective from 

ineffective job performance. The appraiser writes down anecdotes that 

describe what an employee did that was especially effective or 

ineffective. The key here is that only specific behaviours, not vaguely 

defined personality traits, are cited. 

 

Graphic Rating Scales: One of the most popular performance appraisal 

methods is graphic rating scales. This method lists a set of performance 

factors such as quantity and quality of work, job knowledge, 

cooperation, loyalty, attendance, honesty, and initiative. The evaluator 

then goes down the list and rates the employee on each factor using an 

incremental scale, which usually specifies five points. For instance, a 

factor such as job knowledge might be rated from 1(“poorly informed 

about work duties”) to 5(“has complete mastery of all phases of the job”).  

 

Behaviourally Anchored Rating Scales: Another popular approach is 

behaviourially anchored rating scales (BARS). These scales combine 

major elements from the critical incident and graphic rating scale 

approaches. The appraiser rates an employee according to items a 

numerical scale, but the items are examples of actual job behaviours 

rather than general descriptions of traits. 

 

Multiperson Comparisons: Multi-person comparisons compare one 

individual’s performance with that of others. According to Clark (2003), 

this approach has received a lot of attention recently. 
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Management By Objectives (MBO): Management by objectives (MBO) 

is also a mechanism for appraising performance. Infact, it is often used 

for assessing managers and professional employees (Bretz, Milkovich, 

and Read, 1992). With MBO, employees are evaluated by how well they 

have accomplished specific goals that have been established by them and 

their managers. 

 

360 – Degree Feedback: 360-degree feedback is a method that utilizes 

feedback from supervisors, employees, and co-workers. In other words, 

this, appraisal utilizes information from the full circle of people with 

whom the manager interacts.        

 

Summary 

This study highlighted the purpose, uses and problems of employee 

appraisal in business organization. To achieve this purpose, secondary 

data were used to give an insight and better understanding of the 

concept. This study attempt to examine the impact of performance 

appraisal for employees decision making. Apart from identifying gap in 

knowledge which calls for further investigation, the study revealed both 

the benefits and problems of performance appraisal exercise in any 

organization. Finally, it made several recommendations which if put in 

place, will help to overcome the identified challenges of performance 

appraisal in Nigerian organizations. 

 

Recommendations 

1. Organizations in Nigeria should provide incentive that will 

motivate the manager to overcome the discomfort experienced 

during performance appraisal.  

2. Since performance appraisal is a herculean task for managers, 

Nigerian firms should endeavor to train their managers in this 

area to over-come the problems of bias, lack of objectivity, etc.  

3. To overcome the problem of idiosyncrasy and perception of the 
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rater (manager) which affects the employee either positively or 

negatively, management should appoint committee to carry-out 

the appraisal exercise.  

4. Apart from the rating score given to the employee by the rater, 

managements of Nigerian organizations should compare this 

score with the performance record of the employee (level of 

punctuality, ability to achieve assigned task etc) before final 

decision is taken on the employee.  

5. Organizations should appoint panel of experts who will address 

the issues of employees who are not satisfied with their ratings 

and appeal for Justice, if they so desire. 

6. Different appraisal methods should be employed in appraising 

performance of workers in Nigerian organizations. 

 

Conclusion 

Performance appraisal has come to stay as a viable means of evaluating 

the performance of employees in an organization. Hence, its 

importance cannot be over-emphasized in the achievement of 

organizational goals. The study revealed appraiser discomfort, lack of 

objectivity, Halo/Horn error, Leniency/Strictness, central tendency 

error and recent behavior bias as some of the problems of performance 

appraisal in any firm. 
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