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Performance appraisal is a very important element for any business to succeed in the long run. It assists the companies to measure the performance of its employees with the help of a few components. Therefore, in order to identify the features influencing the performance appraisal system, this thesis report has been constructed on “Factors affecting the performance appraisal system of service organizations”. In order to prepare it 5 firms were selected and randomly 5 employees were chosen out of hundreds from each of those service institutions making it a sample size of total 25 people. The primary source was the survey questionnaire and the secondary source was the internet. To prepare this report few problems did arise such as not all the employees were sincere during this survey and tried to finish it as quickly as possible without giving much thought to it. Information such as employee’s name(optional), age gender, their workplace name and their and designation were required in the questionnaire. It can be said that almost all the factors mentioned are important for the employee performance appraisal as most of the objectives have surpassed the 80% boundary. The companies can implement new ways and rules to motivate and evaluate the employees by giving them recognition and many such activities. However, there are factors which are not that much necessary for all organizations such as employee attire and can be considered the least important one out of all.
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1.1) [bookmark: _Toc33439724][bookmark: _Toc33441825][bookmark: _Toc33442831][bookmark: _Toc33480706]Background of the Report

[bookmark: _Toc33439725][bookmark: _Toc33441826][bookmark: _Toc33442832][bookmark: _Toc33480707]Performance appraisal helps the employees to know their strength and weaknesses and how they can continuously improve it. The main objective of the report “Factors Affecting the Performance Appraisal System in Service Organizations” is to find out which components are essential for the service industry in terms of the performance appraisal. It mainly focuses on the elements which the firms and its employees feel that are most and least important for performance appraisal. To identify it 5 organizations were picked and 5 employees were selected to carry out the survey making it a total of 25 people.


1.2) [bookmark: _Toc33439726][bookmark: _Toc33441827][bookmark: _Toc33442833][bookmark: _Toc33480708]Rationale of the report

Practical knowledge is very important for students as with the help of only theoretical knowledge the students will not be able to gather that much experience. With the help of practical knowledge, the fresh graduates will find it easy to accommodate with the job environment. United International University is one of the most reputed private universities in Bangladesh. The thesis has been done for the requirement of the United International University (UIU) in the final trimester of the undergraduate student. The project submitted to the United International University is a compulsory requirement.


1.3) [bookmark: _Toc33439727][bookmark: _Toc33441828][bookmark: _Toc33442834][bookmark: _Toc33480709]Scope of the report

The report has been done with the help of the five service based organizations regarding the factors which the organizations and its employees feel are important during the evaluation of the performance appraisal. The five organizations are Maple Leaf International School (MLIS), Artek BD, South Bangla Agriculture & Commerce Bank Limited(SBAC), Fashion Eye Hospital Ltd and Xian Restaurant. From each of these service organizations five employees were chosen and they filled up the survey questionnaire according to the factors which they think were important and on the basis of which their supervisors evaluated them. In order, to complete the report and perform the survey Likert Scale has been used for the questionnaire.  



1.4) [bookmark: _Toc33439728][bookmark: _Toc33441829][bookmark: _Toc33442835][bookmark: _Toc33480710]Objectives of the report:

[bookmark: _Toc33442836][bookmark: _Toc33480711]1.4.1) General Objective:
·  To determine the factors affecting the performance appraisal system in the service industry

[bookmark: _Toc33480712]1.4.2) Specific Objectives:
· To identify the most significant factors for performance appraisal
· To discuss about performance appraisal system in service organizations. 


1.5) [bookmark: _Toc33439729][bookmark: _Toc33441830][bookmark: _Toc33442837][bookmark: _Toc33480713]Methodology of the report

[bookmark: _Toc33480714]1.5.1) Sources of information:
Through two sources data has been collected for the study. That are followings-
1.5.1.1) Primary Sources of data
· Survey Questionnaire (Likert Scale) 

1.5.1.2) Secondary Sources of data
· Internet/Google
· Company Website











1.6) [bookmark: _Toc33439730][bookmark: _Toc33441831][bookmark: _Toc33442838][bookmark: _Toc33480715] Limitations of the report

· Sample size for each organization was quite small
· Some of the employees might not have been honest in their survey
· The employees were in a hurry and did not spend much time 
· Had to personally go to each five organizations which was time-consuming
· Taking permission from the HR department of the organizations to do the survey was not easy
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[bookmark: _Toc33480718]Literature Review

Performance Appraisal can be defined as an evaluation of the performance of an employee through various methods. It is done to identify the weakness and strengthen the compliances of the workforce of an organization. 
The service sector covers a wide array of activities ranging from services provided from the most sophisticated sectors like telecommunications, satellite mapping, computer software etc. Performance appraisal or evaluation is the process of identifying, measuring and developing human performance in organizations. An effective performance appraisal must not only accurately measure current performance levels, but also contain mechanisms for reinforcing strengths, identifying deficiencies and feeding such information back to rates in order that they may improve future performance. In recent years the performance management has become more significant because managers are under constant pressure to improve the performance of the organization. It is now realized that the performance of organizations influence the organization’s continued existence and success.
Employee performance has traditionally been accorded prime focus by Human Resource Managers. As a result, a number of performance appraisal techniques have over time devised to help establish employee’s performance. In the contemporary times, the use of performance appraisals has been extended beyond the rating of the employee’s performance to aspects such as motivation. 
The performance appraisal is a critical mechanism for organization control, through which the employees can see their past performance and take concrete action for improvement. On the other hand, the performance appraisal also provides substantial information for HRM to make fair and correct decisions regarding promotions, transfers, compensations, incentives and training programs as well as career management. Specific typically demand different performance appraisal system to the needs of its functions and processes. Many companies have emerged from being traditional small scale business operations into large-scale, chain and enterprising organizations. In the face of an ever-increasing number of personnel, a more comprehensive HRM policy is needed to address issues arising from these changes in business operations and management systems, both of which are becoming extremely complicated. An accurate and realistic appraisal system is necessary to control employee behaviour and to provide high quality service and products.
Cleveland, Murphy and Williams (1989) argued that there is a relationship between organizational characteristics and the uses of a performance appraisal system. Stonich (1984) also argued that performance measurement in an organization should be in tune with its culture and structure. Since the nature of the organization in which each industry is engaged varies.


“It’s impossible to manage what you cannot measure.” – Anonymous. It means that if we do not know whether the performance is up to the mark or not then it is not possible to manage a successful business and if the organization do not measure it is bound to create a problem in the near future for them.
To demonstrate their effectiveness, the organizations are facing increasing pressure to demonstrate how well they perform and their plans for future improvement. An essential part of this process of measuring and fostering effectiveness is managing the performance of organizational members; typically, this is accomplished with performance management processes, as the ability of organizations to meet their goal is directly dependent upon the ability of the staff to perform effectively in the management and delivery of services. Performance management systems has been studied extensively and identifies the gaps in the perception of management and staff concerning performance management and identifies five different models of performance management systems, concluding with lessons for practice. 
Nowadays, more and more companies are dropping annual review and the reason id their heavy emphasis on financial rewards and punishments and their end of year structure, they hold people accountable for past behaviour at the expense of improving current performance and grooming talent for the future, both of which are critical for organizations long term survival. In contrast, regular conversations about performance and development change the focus to building the workforce your organization needs to be competitive both today and years from now. Business researcher Josh Bersin estimated that about 70% of multinational companies are moving toward this model, even if they have not arrived yet. The tension between the traditional and newer approaches stems from a long-running dispute about managing people. With traditional appraisals, the pendulum had swung too far toward the former, more transactional view of performance, which became hard to support in the era of low inflation and tiny merit-pay budgets. The new perspective is being driven by business needs, not by the HR. 
In Bangladesh, most of the companies used performance appraisal of some sort. 57.1% companies used Performance Appraisal annually whereas 42.9% of the samples conducted appraisal either bi-annually or quarterly. On the whole 86.2% of the companies were observed to use measurable criteria for performance appraisal. In terms of methods of performance appraisal used, MBO was found to be practiced by most (58.62%) of the companies. As regard source of appraisal it was established that most of the companies conduct performance appraisal by the immediate supervisor (69%). Concerning performance appraisal feedback, it was ascertained that 71.4% of the companies share information with the appraisal. 51.7% respondents claimed performance appraisal was “very effective” in managing performance within the organization. 












[bookmark: _Toc33442842][bookmark: _Toc33480719]Chapter-3 Theoretical Background of Performance Appraisal















[bookmark: _Toc33480720]Description of Performance Appraisal
Performance appraisal can be defined as a systematic process, in which the personality and performance of an employee is assessed by the supervisor or manager, against predefined standards.
The three basic functions of performance appraisal are:
1) To provide adequate feedback to each person on his/her performance
2) To serve as a basis for modifying or changing behaviour toward more effective working habits
3) To provide data to managers with which they may judge future job assignments


[bookmark: _Toc33442843][bookmark: _Toc33480721]Factors affecting the performance appraisal system in service    organizations:

· Teamwork- good teamwork helps to build morale in the workplace, which makes workers more productive and ultimately improves profits. Problem solving becomes easier as people with different knowledge and skill will work together to produce a creative solution especially while dealing with customers or clients such as in a food industry.
· Attendance- A very important part of employment is to be present at the workstation and other team and company activities. Being always present is crucial as it will help the employees to be good at their work and also with the employers as well as the customers especially in a service sector where clients are depended upon the employees such as in a teaching sector or banking sector.
· Performance- Performance of an employee by default effects his/her appraisal. Every organisation would want to make better profits.
· Motivation- A manager would love to see his/her employee’s work with excitement and energy. Employees who have motivation, take initiatives and show interest to perform exceptionally are highly looked upon. If an employee is motivated, then he/she will be able to fulfil all the necessary requirements for the job.
· Service to customers- Employees who deal with customers of the organization should make sure that they fulfil the required complaints.
· Appearance- the way employees dress up plays an important part in determining the course of their appraisal process. Employees who are presentable are more likely to create a positive image in the minds of their customers and their superiors.
· Organization Skills- A well-organized employee is always ready for any additional responsibilities and the managers can trust him/her for their ability to get the work done.
· Biased Managers- Managers sometimes are biased towards employees with whom they have a friendly relationship with and this might hamper the morale of the hard-working employees working in the organization.
· Rewards- Employees work hard all year long and try to maintain all the protocols of the organization in order to get a good review during their appraisal so that they can get their reward which can be a bonus, promotion, increase in salary etc.
· Communication skills- it is an important factor because an employee with excellent communication skill will understand what they actually mean instead of what they are saying and would try to fulfil their needs without the customers needing to say much and which means a happy customer and which will lead to a good appraisal.


                          
[bookmark: _Toc33439734][bookmark: _Toc33441835][bookmark: _Toc33442844][bookmark: _Toc33480722]Types of Performance Appraisal:


Traditional Appraisal System:        
· Ranking Method
· Paired Comparison
· Grading
· Forced Distribution Method
· Forced Choice Method
· Checklist Method
· Critical Incident Method
· Graphic Scale
· Essay Method
· Field Distribution Method
· Confidential Report


Modern Methods
· Management by Objectives(MBO)
· Behaviourally Anchored Rating Scales
· Assessment Centres
· 360 Degree
· Cost Accounting method




[bookmark: _Toc33439735][bookmark: _Toc33441836][bookmark: _Toc33442845][bookmark: _Toc33480723]Performance Appraisal Process
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[bookmark: _Toc33439736][bookmark: _Toc33441837][bookmark: _Toc33442846][bookmark: _Toc33480724]Dimensions of Performance Management
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[bookmark: _Toc33439737][bookmark: _Toc33441838][bookmark: _Toc33442847][bookmark: _Toc33480725]CHAPTER-4
[bookmark: _Toc33439738][bookmark: _Toc33441839][bookmark: _Toc33442848][bookmark: _Toc33480726]Analysis and Findings













[bookmark: _Toc33442849][bookmark: _Toc33480727]Demographic Information:

A survey has been carried out selecting 5 companies and randomly choosing 5 employees from each of these organizations. The names of those service institutions are Maple Leaf International School(MLIS), Artek BD, South Bangla Agriculture & Commerce Bank Limited(SBAC), Fashion Eye Hospital Ltd and Xian Restaurant. As it was optional some of the employees preferred not to disclose their names and some willingly wrote their names.  All the employees were between the age 26-50. Out of, 25 employees, 14 were male and the remaining 11 were female. Especially, in the school all the participants were female and in the banking sector all the participators were male. The employees selected had different designations. Some were teachers, some were managers of different kinds such as floor managers, branch managers, cashiers, architects, consultants and so on.


[bookmark: _Toc33442850][bookmark: _Toc33480728] Descriptive Analysis:

	

Particulars
	Strongly Disagree
	Disagree
	Neutral
	Agree
	Strongly Agree

	
	1
	%
	2
	%
	3
	%
	4
	%
	5
	%

	1)Employee attendance in the organization affects their performance appraisal


	0
	0%
	0
	0%
	0
	%
	10     
	40%
	15

	60%

	2)Achievement of an employee affects the performance appraisal of an organization


	0
	0%
	0
	0%
	 2
	8%
	10
	40%
	13

	52%

	3)Motivation of an employee affects the performance appraisal of the organization


	0
	0%
	4

	16%
	 4
	16%
	9

	36%
	 8
	32%

	4)Service provided to customers affects the performance appraisal of the organization


	0
	0%
	0
	0%
	0
	0%
	8
	32%
	17

	68%

	5)The appearance and maintaining the dress-code of the employees affects the performance appraisal system of the organization

	1
	4%
	6

	24%
	7

	28%
	6
	24%
	5
	20%

	6)The organization skill of an employee affects the performance appraisal system of the organization

	0
	0%
	0
	0%
	5
	20%
	15

	60%
	5
	20%

	7)Goal completion by the employees affects their performance appraisal


	0
	0%
	0
	0%
	4
	16%
	11
	44%
	10
	40%

	8)The biasness of the managers affects the performance appraisal system of the organization

	0
	0%
	0
	0%
	5
	20%
	16
	64%
	4
	16%

	9)Employee customer relationship affects the performance appraisal system of the organization

	0
	0%
	0
	0%
	2
	8%
	10
	40%
	13
	52%

	10) Employees reward system affects the performance appraisal system of the organization

	0
	0%
	2
	8%
	4
	16%
	14
	56%
	5
	20%

	11) Working environment of the organization affects the performance appraisal system of the organization

	0
	0%
	0
	0%
	2
	8%
	16
	64%
	7
	28%

	12)Raters Accuracy creates impact on the performance appraisal

	0
	0%
	2
	8%
	8
	32%
	8
	32%
	7
	28%

	13)Supervisors feedback affects the performance appraisal system of the organization

	0
	0%
	0
	0%
	4
	16%
	12
	48%
	9
	36%


                     
[bookmark: _Toc33439739][bookmark: _Toc33441840][bookmark: _Toc33442851]

[bookmark: _Toc33480729]Pie Chart


1) Employee Attendance Impact                              2) Employee Achievement Impact     
                                                                                       
                         






3) Employee Motivation Impact                               4) Customer Service Impact
                                                                                  
	                            



5) Employee Appearance Impact                     6) Employee Organization Skill Impact

                                                                                  
             





7) Goal Completion Impact                                      8) Manager Biasness Impact

   
               


9) Employee-Customer Relationship Impact     10) Employee Reward System Impact


            







11) Working Environment Impact                             12) Rater’s Accuracy Impact  

               


13) Supervisors Feedback Impact 





[bookmark: _Toc33442852][bookmark: _Toc33480730]Findings from the Survey:

1) Employee attendance is quite important in an organization. If an employee is regular and does not miss office regularly then he/she will have a good reputation which the supervisor might notice and it will help that employee to get a good rating during the appraisal. 40% of the employees agree that and the rest 60% strongly agree to it.
2) 52% of the employees strongly agree that if they achieve their targeted goals and fulfil the tasks then the organization will see their potential and it will affect their performance appraisal and the 40% of the other employees agree to it however the remaining 8% are neutral about it.
3) Without motivation it is difficult to work and receive good results but only 32% strongly agree and 36% agree to it and 16% of the employees are neutral about it and the remaining 16% employees believe that they do not need motivation rather repeating the work daily will help them perform their duties well even if it is boring.
4) Customers are the main reason for doing business and if they are not satisfied then the business will not be able to run smoothly and therefore 68% of the employees strongly agree and the remaining 32% also agrees that it is has a huge impact on performance appraisal and the employees are quite confident that if they are able to maintain a good relation with them then the customers will be more satisfied with the service of the organization.
5) Maintaining a proper dress-code is not entirely necessary for all sectors in the service industry. Therefore 4% strongly disagree, 24% disagree, 28% are neutral about it, 24% agree to it and the rest 20% strongly agree.
6) Majority of the employees believe that having organization skills help them to achieve a rating during the performance appraisal as it helps the organization to know whether they are able to utilize their time, resources properly or not as 60% of the employees agree, 20% agree and the rest 20% do not have any opinion about it.
7) 84% of the employees believe that organization is mainly focused whether the employees are able to complete the task given to them and how much efficiently it is done. The remaining 16% are neutral which should not have been there as goal completion should be the one number aspect during the performance appraisal.
8) Manager biasness has an impact on the performance appraisal of the organization. The employees will not be fully motivated to work as they know that they are not getting the rewards which they fully deserve that is why some of the employees do not care that much about the rewards but majority of the employees that is 80% employees believe that it affects their performance appraisal and which is why 84% of the employees take the supervisors opinion or feedback quite seriously whereas the remaining 16% are neutral about it.
9) 60% of the employees believe that if there is no Rater’s Accuracy then there will be biasness in the organization as the appraisal results are not accurate, whereas 32% have no opinion about it and the rest 8% disagree to it.
10)  Working environment is very important according to the employees as sometimes due to workplace conflict people are not able to concentrate on their work and it might lead to an increase in employee turnover rate and only 8% are neutral about it the rest 92% completely agree.
11)  76% employees believe that they are being appraised on the basis of how the employees maintain the customer relation. If the customers are not happy then the business will not flourish which will cause a huge impact in the business.









[bookmark: _Toc33439740][bookmark: _Toc33441841][bookmark: _Toc33442853][bookmark: _Toc33480731]Chapter-5
[bookmark: _Toc33439741][bookmark: _Toc33441842][bookmark: _Toc33442854][bookmark: _Toc33480732]Recommendations and Conclusion











[bookmark: _Toc33439742][bookmark: _Toc33441843][bookmark: _Toc33442855][bookmark: _Toc33480733]Recommendations

· The organization should come up with ways to make sure that employees are present in the office by making it a clear policy in the employment agreement, reduction in salaries if the employees are frequently absent and is unable to give any explanation.
· If an employee achieves something, then that employee should be motivated and recognized in front of everyone or should be promoted or there should be a raise in the salary to increase his/her motivation which will help to flourish the business in the short and long run both.
· Even though some of the employees believe that motivation is not an important factor but in the long run it creates boredom which tremendously affects their job. Motivational speeches by the managers or by motivational speakers can have a positive impact on the employees. The supervisors can maintain a friendly behaviour with their subordinates. A good bonus, reward or fringe benefits might work to increase the motivation of the employees.
· In a country like Bangladesh how well-dressed a person is, represents how much serious he/she is at that job especially in the service sector where the employees are frequently interacting with the customers therefore the organization should maintain a proper dress-code for their employees.
· Customers are the most important part of an organization and that is why the organization needs to make sure they are providing a good service to them. The organization can take customer feedback to make sure that are satisfied and ways to improve their service.
· To improve important factors such as organization skills the supervisor or mangers need to make sure the employees are doing their work in the given time-period, give them on the job training or instructions on how to utilize the resources efficiently.
· The organization should take actions if the employees are unable to achieve their goals as it will affect their business in the long run. The managers should motivate, encourage them to speak, point out their faults and ask them to redeem themselves.
· To reduce employee biasness, the top level management should always remind the managers not to be biased, asking the supervisors for constant feedback and even by doing anonymous surveys to check what the employees feel.
· The employees should always talk in a friendly way to the customers and not be rude to maintain a healthy relation with them. The organization should give some on the job and off the job training to the employees to make sure that customer problems can be solved quite easily.
· If the employees are sure that if they are doing a good job and will definitely be rewarded, then the employees will be motivated and try to do the job more efficiently. The organization can give recognition, promotion, increase salary, a free trip etc.
· To make sure the environment is friendly and nice the organization can assign more team-work to make the bond strong among the colleagues, arrange team activities and annual picnics for the employees of the organization.
· Rater’s accuracy is a very important factor in the performance appraisal. In order not to be wrong or create any biasness the managers have to be very careful which method they will use and it should be appropriate according to the nature of the organization and the employees of that company.
· Supervisor’s feedback is very important as according to that feedback the employees will try to correct their mistakes. Therefore, the managers should carefully note and understand what the employees are doing wrong and how to correct it and based on that they should give feedback to the employees.















[bookmark: _Toc33439743][bookmark: _Toc33441844][bookmark: _Toc33442856][bookmark: _Toc33480734]Conclusion

In the end, the most important thing about performance appraisal is the overall growth of the employees and their attitudes towards their work. If an employee has positive attitude he/she will be motivated and if not, then they will be stressed and face a lot of difficulties while doing their work. It is not only on the employee’s part that he/she has to give a better output but as a whole the company the company which he/she is working for is also responsible. The environment, the tasks the target and the customer are highly accountable for the performance appraisal of the employees. Employee behaviour with their customers also play a very pivotal role in any company, especially in the service organization where without the clients the business will not be able to flourish. Likewise, maintaining a proper dress-code is at times not entirely necessary for all the organizations but crucial for some such as banks.  




[bookmark: _Toc33439744][bookmark: _Toc33441845][bookmark: _Toc33442857][bookmark: _Toc33480735]Appendix

Questionnaire on
Factors that creates impact on Performance Appraisal System in the service organization
Dear respected respondent,
The following questionnaire is to collect information from Human resource managers and executives about the determinants of the performance appraisal system in the service organization. The information will be kept confidential and be used only for research purpose.

	Organization Name

	Respondent Name(optional):
	Designation:


	Age:
	Gender:





	

Particulars
	Strongly Disagree
	Disagree
	Neutral
	Agree
	Strongly Agree

	
	1
	2
	3
	4
	5

	1)Employee attendance in the organization affects their performance appraisal


	
	
	
	
	

	2)Achievement of an employee affects the performance appraisal of an organization


	
	
	
	
	

	3)Motivation of an employee affects the performance appraisal of the organization


	
	
	
	
	

	4)Service provided to customers affects the performance appraisal of the organization


	
	
	
	
	

	5)The appearance and maintaining the dress-code of the employees affects the performance appraisal system of the organization
	
	
	
	
	

	6)The organization skill of an employee affects the performance appraisal system of the organization
7)Goal completion by the employees affects their performance appraisal


	
	
	
	
	

	8)The biasness of the managers affects the performance appraisal system of the organization

	
	
	
	
	

	9)Employees customer relationship affects the performance appraisal system of the organization

	
	
	
	
	

	10)Employees reward system affects the performance appraisal system of the organization

	
	
	
	
	

	11) Working environment of the organization affects the performance appraisal system of the organization

	
	
	
	
	

	12)Raters Accuracy creates impact on the performance appraisal

	
	
	
	
	

	13)Supervisors feedback affects the performance appraisal system of the organization
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Employee Attendance	



Strongly Agree	Agree	60	40	
EMPLOYEE
ACHIEVEMENT
Employee Achievement	



Strongly Agree	Agree	Neutral	52	40	8	
Employee Motivation
Employee Motivation	


Disagree16%
Strongly Agree	Agree	Neutal	Disagree	32	36	16	16	

Customer Service	Strongly Agree 68%



Strongly Agree	Agree	68	32	
Employee appearance
Employee Appearance	




Strongly Agree	Agree	Neutral	Disagree	Strongly Disagree	20	24	28	24	4	

Employee Organization Skill	



Strongly Agree	Agree	Neutral	20	60	20	

Employee Goal Completion	



Strongly Agree	Agree	Neutral	40	44	16	

Manager Biasness	



Strongly Agree	Agree	Neutral	16	64	20	
Employee-Customer Relation
Employee-Customer Relation	



Strongly Agree	Agree	Neutral	52	40	8	
Employee Reward System
Employee Reward System	Strongly Agree 20%


Disagree8%
Strongly Agree	Agree	Neutral	Disagree	20	56	16	8	

Working Environment	



Strongly  Agree	Agree	Neutral	28	64	8	

Raters Accuracy	



Strpongly Agree	Agree	Neutral	Disagree	28	32	32	8	

Supervisor's Feedback	



Strongly Agree	Agree	Neutral	36	48	16	
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