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Abstract: 

In this study the effect of performance appraisal system on labor productivity in service industry of 

Nagpur city is analyzed. The employees of the different service industries were asked to fill up the 

questionnaire and they are interviewed by the researcher. The data analyzed by using Pearson’s 

correlation method. From this analysis interpretations were drawn and based on the interpretation it is 

found that there exists a correlation between effective performance appraisal policies and labor 

productivity. From the study it was established that they are enriching their knowledge with proper 

performance appraisal system. The researcher gathered all the necessary information and evidence for and 

against in the literature review, and analyzed and interpreted the information. The conclusions are based 

on the responses given by the respondents from selected service companies of Nagpur city. The main 

focus of this study was to find out whether proper performance appraisal system really affects the 

productivity of the employees. 
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********************************************************************* 

Introduction: 

Performance appraisal is the procedure of assessment of an employee at higher levels. In order to identify 

whether the choice of an employee is right or wrong, performance appraisal system is very useful. 

Promotion, transfer, salary increase etc. are some of the problems that are reliant upon the assessment of 

the performance of an employee. Appraisal of an employee discloses how competently the subordinate is 

accomplishing his job and also to know his abilities and other qualities essential for execution the job 

allotted to him. The potentials of employees that are explained through performance appraisal are 

capability to do work, spirit of co-operation, managerial ability, self-confidence, creativity, intelligence 

etc. 

Performance Appraisal is observed as a most important tool for the achievement of any apprehension. The 

key objective of performance appraisal is to increase the competence of a concern by organizing the best 

possible efforts from individuals employed in it. 
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Theoretical background: 

Performance appraisal has been defined by different scholars in various ways. Some of the 

important definitions are as follows:  

Dale S. Beach, "Performance appraisal is systematic evaluation of the individual with respect to 

his or her performance on the job and his or her potential for development".  

Randall S. Schuler, "Performance appraisal is a formal, structured system of measuring and 

evaluating an employees job, related behaviour and outcomes to discover how and why the 

employee is presently performing on the job and how the employee can perform more 

effectively in the future so that the employee, organisation, and society all benefit."  

 

(Source: Adopted from http://www.whatishumanresource.com/performance-appraisal) 

Sample size: 

The sample size of this research contains of employees of selected service industries of Nagpur 

Sample Element: Middle level employees, First level employees and administrative staff 

According to Morgan’s table: 

As per the Morgan’s table at 95% confidence interval with 5% margin of error for the population 

above 1,00,000, the sample size should be 384.According to this, here 1000 total respondents 
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representing a small percentage of the population within the Nagpur city have been taken as 

sample for the study, is justified. 

Sampling Method:  

In this study the random sampling method was used. 

Test of hypothesis: 

H01: Performance appraisal does not affect labor productivity.  

The variable Performance Appraisal consists of following parameters: 

1) Adverse effects of non-compliance of Performance Management System (PMS) 

2) PMS is fair and unbiased 

3) Staff is encourages 

4) Performance reviews are taken seriously 

5) Company policies supports staff development 

6) Performance goals are set for reflecting ever increasing customer demand 

7) Management is transparent with PMS 

8) Management offers assistance to staff 

In order to measure the term labor productivity, it must be verified that whether there is any 

kind of a change in the current establishment or not, i.e. has the unit expanded, contracted or 

remained the same. If it is expanded that means that the workers/employees/labors have 

worked properly that is why the unit has expanded which is nothing but the productivity of 

labor.  

So, in order to glimpse about the relationship between performance appraisal and labor 

productivity, statistical tool- correlation is used and the result is as follows: 
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Correlations 

  adverse 
effects of 
non-
complianc
e of PMS 

PMS is 
fair and 
unbiased 

staff is 
encourag
ed 

performa
nce 
reviews 
are taken 
seriously 

company 
policies 
supports 
staff 
developme
nt 

performanc
e goals are 
set for 
reflecting 
ever 
increasing 
customer 
demand 

mgt is 
transpare
nt with 
PMS 

mgt offers 
assistance 
to staff 

chang
e in 
the 
establi
shmen
t over 
last 2 
years 

adverse 
effects of non-
compliance of 
PMS 

1.00                 

PMS is fair 
and unbiased 

0.30 1.00               

staff is 
encouraged 

0.11 0.11 1.00             

performance 
reviews are 
taken 
seriously 

0.21 0.06 0.15 1.00           

company 
policies 
supports staff 
development 

0.14 0.24 0.32 0.19 1.00         

performance 
goals are set 
for reflecting 
ever 
increasing 
customer 
demand 

0.09 0.09 0.13 0.02 0.24 1.00       

mgt is 
transparent 
with PMS 

0.07 0.05 0.01 0.11 0.17 0.30 1.00     

mgt offers 
assistance to 
staff 

0.13 0.06 0.56 0.27 0.04 0.04 0.13 1.00   

change in the 
establishment 
over last 2 
years 

0.09 0.06 0.08 0.17 0.01 0.11 0.25 0.10 1.00 

 

In this case it can be concluded that there exists a positive correlation between performance 

appraisal and labor productivity. Hence the null hypothesis H01: Performance appraisal does 

not affect labor productivity, is rejected and the alternate hypothesis H11: Performance appraisal 

directly affects higher labor productivity, is accepted. 
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Conclusion: 

Human resources are the vital source of almost every organization. Every employee in an 

organization escalates the productivity and reputation of his/her company. An employee, as an 

individual should be considered as assets in the organization. Thus the organization should 

primarily give importance to performance appraisal techniques and its developmental 

programmes. Both the evaluator and employee should understand the principle and practice the 

tool of appraisal system in a profitable way for the success of the organization as well as success 

of the employee. In this study it was found that the performance appraisal technique prevalent in 

the organizations was fair. Employees were satisfied with their existing performance appraisal 

system. As we know that many new appraisal techniques are developed, the organization is free 

to implement contemporary technique which would be more real. The well-being portion of 

organization is at par with the policies of the company and has brought a great sense of 

participation in work among the employees of the organization.  

 

References: 

 CR Kothari, Research Methodology: Methods and Techniques, 2nd ed. New age 

International, 2007 

 SN Murthy, U Bhojanna, Business Research Methods, 2nd Ed., Excel Books, 2008 

 R Nandagopal, K Arjun Rajan, N Vivek, Research Methods in Business, 1st Ed, Excel 

Books, 2007 

 Naval Bajpai, Business Research  Methods, st Ed., Pearson publications, 2011 

 Ackerman, D. and Gerard J. Tellis, (2001) “Can culture affect price? A cross-cultural 

study of shopping and retail prices,” Journal of Retailing, 77, 57-82. 

 Hofstede, G. (1980) Culture’s Consequences. CA: Sage Publications. 

 Hofstede, Geert, (1984) “Cultural dimensions in management and planning,” Asia 

Pacific Journal of Management, 1 (2), 81-99. 

 Kale, Sudhir and Jawn Barnes, (1992) “Understanding the domain of cross-national 

buyer-seller interactions,” Journal of International Business Studies, 23, 101-132. 

 Kotler, P. (1997) Marketing management: analysis, planning, implementation, and 

control, London: Prentice Hall. 

 

International Journal of Scientific Research and Review

Volume 8, Issue 4, 2019

ISSN NO: 2279-543X

Page No: 978

Dell
Textbox




