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Notes on Lecture - 1 

 

Performance Appraisal 

Introduction 
 
Performance Appraisal is the process of evaluating the performance of employees on the 

job. The evaluation is done on the parameters which are set as per the requirements of 

the job. It is a formal systematic performance rating program used by HR department in 

an organization. It is concerned with not only evaluating the contribution of the 

employees in his job but also aims at spotting the potential of the same employees. 

 

Performance appraisal is basically an HR function in which the actual performance of an 

employee is compared with the set standard of performance (set at the beginning of the 

work) at the end of the work or a specific period. The difference in the actual and targeted 

(standard) performance (if any) is used to take many actions such as reward, promotion, 

demotion, training, etc. 

 

Performance appraisal also determines the differences in the performance of different 

employees working in the same department or group of the organization. Performance 

of employees is critical for the success of an organization and every employee must 

perform up to the standard on continuous basis. Therefore, Performance Appraisal is a 

continuous process and done at a regular interval so that the top management is always 

aware of the good, average or bad performances and accordingly takes right and timely 

action. 



PA generally assesses the following personal qualities of an employee: - 

 

• Knowledge of work 

• Ability to do work 

• Quality & quantity of output 

• Personal qualities like dependability, adaptability, initiative etc. 

• Special qualities like self-confidence, leadership etc. 

 

Purpose/Objectives of PA 

The objectives of performance appraisal can be divided into two types – For 

Administrative purpose and for self-improvement. Here are some of the objectives: 

  

• Administrative: Following are the administrative purposes: 

o To decide on giving promotion to employees on the basis of their 

performance  

o To decide on giving Transfers to employees on the basis of their 

performance  

o To help the wages & salary administration decide on the compensation 

structure  

o To help the Training & Development department in designing the right and 

effective training & development programs 

• Self Improvement: Performance appraisal is an effective method to let the 

employees know of their actual performance and areas where improvement is 

required. Thus, it gives them an opportunity to bring self-improvement. 

 


