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ABSTRACT

Performance appraisal is one of the major bundigduiman Resource Management. Successful performance
appraisal system is one that has resulted from tamtt, careful thinking, planning and integratedthwthe
strategy and needs of the organisation. Inaccigdoi@ppraisal can de-motivate employees forcirggmttio
leave organizations. Due to many challenges withéneconomy, more demand is put on employees forper
without corresponding returns e.g. pressure to rtieettargets without the necessary tools to evaltiair
performance by appraising them and this has ineteti®e level of frustration. At National Bank Kenlyianited
(NBK), performance appraisal as a tool is utiliseldwever the quality of performance appraisal aadeffect

on employee performance cannot be ascertained. plingose of the study was to analyse the various
performance appraisals on employee performance aaBBK. This research adopted a descriptive redear
design. The target population in the research Wi dmployees working in the headquarters of thekban
Stratified random sampling technique was used lecs¢he sample which was 30%. The researcher tsed
questionnaire as primary data collection instrum&RSS (Version 21) was used to analyze the data an
presented by tables. The study found that perfocmappraisal is very important in influencing swsfel job
performance. It was deduced that the 360-degreeaap method and management by objectives (MBO)
among others greatly influenced employee performaicNational Bank. It was also noted that theraippl
forms should capture more data such as evaluatfothe® employees’ communication and interpersonal
skills/teamwork, adaptability of the employee torkwenvironment, dependability clause and spacstiort and
long-term goals.

Key Words: Performance appraisal tools, Employee Performasatonal Bank of Kenya Limited.

1.0 Background of the Study

Performance appraisal is one of the major bundieldiman Resource Management. This is based on many
researches Ayaz (2010) that most winning orgamnaiti the 21st century will be those to focus aegnated

HR processes and systems. Marquardt (2004) notdspirformance appraisal is one of the most ctitica
function that brings global success. They are tisedeasure the abilities and resources of emptogad to let

an employee know where he/she stands so that heilthee stimulated to improve his performance. Auding

to DeNisi and Pritchard (2006), performance appidis a discrete, formal, organizationally sanatidrevent,
usually not occurring more frequently than oncetwice a year, which has clearly stated performance
dimensions and/or criteria that are used in theluetian process. Cokin (2004) argue that perforean
appraisal system is important for organizationsit asinly focuses on employees to develop thepatilities.
Moreover, it does not only do capacity building litutelps managers in timely predictions and talaatjons
promptly to uncertain changes. Assumptions of c@af@omanagement show that performance appraisad mak
people to be really engaged in the business dbtfp@nisation.

One of the critical objectives of performance ajgadais to provide feedback to foster employee ghow8quires
and Adler (2008) suggest that an appraisal systest not only evaluate what has been accomplishatdalbo
guide future development, leverage existing stiesygand address skill deficiencies. Thus, a thingartant
component of effective performance appraisal rel&tethe frequency and nature of supervisor feddbea be
most effective, a continuous performance-based bield process should exist between superiors and
subordinates and should include two-way commurioadind negotiation between the supervisor and graplo
Similarly, Kane (2005) suggest that, in providirgdback, supervisors should allow employees therogpmty

to share their insights and evaluations concertiieqg own performance. Thus, effective performafesgiback
should involve, inform, and motivate employees aiatso create improved supervisor-employee
communications.
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Currently, many organisations are implementing danping to implement, reward and/or recognition
programmes believing that these will help bring#hthe desired cultural change. In some organisstitarge
amounts of money are being invested in these tgpastivities and some managers are required spaityfto
set aside a certain amount from their budgetsHisr purpose. This rationale is based on the assomfiiat
these types of incentives will encourage employagalty, foster teamwork and ultimately facilitatbet
development of the desired culture that encouragek supports knowledge sharing. Others maintaih ttha
encourage knowledge-sharing organisations shouddjadeeward and recognition systems that stimudhteing

of all kinds: goals, tasks, vision as well as krexige (Wright, 2004).

1.1 National Bank of Kenya

The bank was established through the act of paeinin 1968 as a 100% government-owned financial
institution. In 1994, the Kenyan Government reduiteghareholding to 68% by selling 32% sharehg/dmnthe
public. The government further divested from NBkepthe years, until its present shareholding 05%%.as of
October 2010

NBK is a large financial services provider in Kenygerving individuals, small-to-medium companies an
businesses (SMEs) and large corporations. Headyadrin Nairobi, the bank owns one subsidiary camgpa
Nat Bank Trustee and Investment Services LimitesloADecember 2011, National Bank of Kenya's asasé
was valued at approximately US$821 million (KES:78illion), with shareholders' equity valued abab
US$125 million (KES: 10.5 billion). In April 2011\ational Bank of Kenya was ranked number eight, by
assets, among the forty-four licensed commerciak®an the country at the time. The stock of NadioBank

of Kenya is listed on the Nairobi Stock Exchangbere it trades under the symbol

The bank aims to excel in the banking industry kel all organizations it is well aware that itscegss mainly
depends on the performance of its employees tolenalo achieve its goals and objectives. Sincergv
organization depends on employees, the most polweoftrol mechanisms are those that motivate them t
direct their own behavior; (Burstein 1983). By aligg individual and team objectives with departraégbals,
employees will have greater ownership of departaiegdals. According to Seldon, Ingraham and Jaaobso
(2001), the management must manage employee penfieanin an attempt to direct organizational behavio
toward task or goal accomplishment.

A performance management system requires that gegdoand managers to jointly prioritize and deteemi
goals and objectives, establish how employees amgecontribute to organizations goals, identifieergths
and weaknesses of an individual's performance a&acedgnize by rewarding high performers. To ensue th
employees understand what is expected of them andthey are performing organizations use perforraanc
appraisal.

1.2 Statement of the Problem

Performance appraisal is one of the most problentatimponents of Human Resource Management (Allen &
Mayfield, 2003). All involved parties (supervisoemnployees, and HR administrators) typically assdiisfied
with their organization's performance appraisaltesys and view the appraisal process as either de futi
bureaucratic exercise or, worse, a destructiveuémite on the employee-supervisor relationship (M@me
2006). This is certainly true of most organizatiowberein surveys typically reveal widespread distsction
with the appraisal process (Huber, 2003). Few s#&uenanagement stir up more controversy than pegoce
appraisal. There are many reputable sources -rdmra, management commentators, and psychomagicia
who have expressed doubts about the validity ahabikty of the performance appraisal process. 8dmave
even suggested that the process is so inhereatliefl such that it may be impossible to perfed@dspite these
indictments, managers are reluctant to abandowmeaince appraisal which they still regard as aardid tool

of HR management.

Caruth and Humphreys (2006) suggest that a suctgssfformance appraisal system is one that hagtees
from hard work, careful thinking, planning and igtated with the strategy and needs of the orgaoisat
According to Coens and Jenkins (2002), inaccuraciesppraisal can de-motivate employees forcingnthe
leave organizations. This affects organisatiomsesiemployees opt to seek opportunities elsewhere ho
retention. Yee and Chen (2009) say that perfoomappraisal evaluates employees’ present andou®vi
output within the laid down standards, but it ajgovides feedback on employees’ performance inrotae
motivate them to improve on their job performanceableast encourage them to reduce inefficieniciabeir
work. Therefore, it is of essence that performaameraisal is of quality so as to function as a tfotmployee
motivation.

A number of studies have been conducted on perfacenappraisal in Kenya (Owuor, 2005; Richu, 2007;

Awori, 2007 and Jematia 2008). None of these howhsee ever focused on the effect of performangeaagal
tools on performance of employees. At NBK, perfang&appraisal as a tool is utilised however thdityuaf
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performance appraisal cannot be ascertained arffétt on employee performance. This study theeeought
to fill this gap by evaluating the effect of perfmaince appraisal on performance of employees at féB¥ssing
on 360-Degrees Appraisal and Management by Obgx{MBO).

2.0 Literature Review

Productivity and employee performance can be ism@ahrough the appraising the employees (Brown &
Benson, 2003). Performance appraisals are knowmate a dual capacity of motivating and de-motngti
employees based on how they are designed and iraptech The study will help the financial sectoidentify
areas of intervention in performance appraisalrtioaece employee performance in organisations,nretaiff
and improve service delivery.

Performance Appraisal is an effective instrumentHiRM, which if performance is correctly and logigal
reviewed, organizations will receive personnel whl then achieve goals. The act of motivating eoygles is
in the heart of organizations. Employee performgaisane of the policies of managers to increafeziefal job
management amongst employees in organizationsorfeafice Appraisal process can also be a bitterepsoc
which can create emotional pressures, stress amétsnes can adversely affect the morale and leadeto
motivation, (Zachary, 2010).

2.1 '360-Degree’ Appraisal

As Brown and Heywood (2005) posited, ‘360 degreedback is the most comprehensive and costly type o
appraisal. It includes self-ratings, peer reviemd apward assessments where feedback is soughefrergone.

It gives people a chance to know how they are sseathers; to see their skills and style; and nmagrove
communications between people. 360 degree feediepk by bringing out every aspect of an employide's
Cooperation with people outside their departmeelpfaliness towards customers and vendors, etc.majpe
rewarded by other types of appraisal. This systsmlaelps those who have conflicts with their mamag

360 degree feedback generally has high employedviement and credibility; may have the strongestdaot on
behaviour and performance; and may greatly increasemunication and shared goals. It provides pewjilea
good all-around perspective. The Managing Individeigectiveness (MIE) system at Bellcore is used delf-
development. It gets feedback from peers, managetsordinates, and the ratees themselves. Accotding
Marsden, (2007), the results are better workingti@hs; better communications; more information on
management performance and style; increased e#eetss and productivity of individuals and the aigation

as a whole; knowledge of training needs; a bettasmof organizational priorities; and greater exyeé input

in designing self-development plans.

Folger, Konovsky and Cropanzano (2002), noted fbatsuccess, expectations must be communicatedlygle
employees must be involved early; resources mudedeated to the process, including top managesnmie;
confidentiality must be assured; and the orgaromatespecially top management, must be committetheo
program. This system requires a third party, sica eonsultant, to begin the process, which magy taénths to
start up. 360 degree feedback may be given diréatthe employees, who have the option of discgssiith
their managers; or it may be given to the manafgerase in a feedback meeting. Whichever methath@sen,
training for the managers and ratees is necessary.

The manager or supervisor’s role can vary espgdialsharing of the actual numerical results whigheft to

the person being “rated,” with the manager or suiper receiving a brief summary from the consult@naid in
following through with action plans. The actionpliself should be shared with the manager or sig@r, who
should take on the follow-through process, schedutheetings over the upcoming months to review e
Various stakeholders, such as the employee's inateeduperior, other superiors who are not the Ilsdssewho

are in contact with the employee on a daily bais, top management and the employee's subordiraltes,
provided data on his performance (Marsden and Risiea, 2004). This feedback is then passed onto the
employees to increase productivity.
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2.2 Management By Objectives (MBO)

Staff appraisal can be a contentious issue in @gtons. This may be particularly so in professicend public
sector organizations where the presentation of aaggdr by management, as being about development and
growth, can be thought by staff to be a coverdgsinoble intentions (Rees and Porter, 2001). furdyer state

that the spirit of achievement, is based on thegiration of organization and employee goals--tlsat i
congruence between the organization's objectivestha individual interests and talents. Such cosgce
engenders a closer identification of the employéhb the system. A climate of achievement is alsoegated by
mutual trust and goal setting between the emplayek his immediate manager. The climate of achiemgme
like organizational morale, is not a factor tha¢@sily measured, but the resulting productivitgt efficiency are
readily identified.

Management by objectives (MBO) is a systematic @amghnized approach that allows management to fonus
achievable goals and to attain the best possibldtsefrom available resources (Armstrong and Ba20i0). It
aims to increase organizational performance bynal@ goals and subordinate objectives throughost th
organization. Ideally, employees get strong inputidentify their objectives, time lines for compdet, etc.
MBO includes ongoing tracking and feedback in thecpss to reach objectives. The MBO approach ovegso
some of the problems that arise as a result ofnaisguthat the employee traits needed for job siccas be
reliably identified and measured. Instead of asagniaits, the MBO method concentrates on actuadaones.

If the employee meets or exceeds the set objectilien he or she has demonstrated an acceptakeleolejob
performance. Employees are judged according to aetomes, and not on their potential for succesn
someone's subjective opinion of their abilities.

The guiding principle of the MBO approach is thatedt results can be observed, whereas the traids a
attributes of employees (which may or may not dbate to performance) must be guessed at or irderre
(Storey, 2007). The MBO method recognizes the taat it is difficult to neatly dissect all the colep and
varied elements that go to make up employee pedocer MBO advocates claim that the performance of
employees cannot be broken up into so many coastifparts - as one might take apart an engineutty st. But

put all the parts together and the performance Ineaglirectly observed and measured.

3.0 Methodology

According to Malhotra (2007), research design i®eerall framework of a research that explainsdinection
and method to be used in the study to gather floenvation needed, either from primary or secondamyrces.
This research adopted a descriptive research deBigscriptive research design is used in casesewher
researcher expects to have target group explaileseribe certain issues about important variakiiélseostudy.
According to Gongera (2014) it is important and rappiate to use data where subjects are observedhar
natural set ups without manipulating the environiltircan be used when collecting information abpedple’s
attitudes and opinions. It is an efficient way tmtan information needed to describe the attitudesions and
views of employees in the financial sector in viefyperformance appraisal tools and the effect afopmance.
The design was deemed appropriate because theimteriest was to explore the viable relationship describe
how the factors support matters under investigation

According to Hair and Bush (2006), target populatie a specified group of people or object for vhic
questions can be asked or observation made toatevetuired data structures and information. Tloeesfthe
target population in the research was 100 emplopéddBK headquarters who were conversant with how
performance appraisal tools were operationalizedmFeach stratum the study used simple random $zgnial
select 30 respondents by taking 30% from eachustraKotler (2011) argues that if well chosen, saapbf
about 30% of a population can often give good bdlig. The selection was as follows. Stratifiechdam
sampling technique was used to select the sampieording to Babbie (2010) stratified random sanplin
technique produce estimates of overall populatiamameters with greater precision and ensures a more
representative sample is derived from a relativ@ynogeneous population. Stratification is aimededuce
standard error by providing some control over varéa The researcher used a questionnaire as pridaday
collection instrument. The purpose of using questire is because of the direct response and fekdbam

the respondents in an easy manner and short pefibthe. The quantitative data was analyzed byisticdl
package for social sciences (SPPS V 21). Desceitatistics was used to profile sample charatiteyisind
major patterns emerging from the data which wasgmted in tables as shown in the research findings.
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4.0 Findings
4.1 360-Degree Appraisal method

Table 1 360-Degree Appraisal method

Standard

Mean Deviation
360-degree appraisal method enable people to seeskills and style 3.7841 0.7712
360-degree appraisal method may improve commubpitatietween people and
Cooperation with people outside their department 7634 1.394
360-degree appraisal method is helpfulness towarsi®mers, vendors and also
those who have conflicts with their managers. 3.6872 0.3229
360 degree feedback generally has high employedviement and credibility 3.6457 0.4191
360-degree appraisal method provides people wighoa all-around perspective 3.5874 0.7149
360 degree feedback helps by bringing out everg@syf an employee's life. 3.2148 0.9599
360-degree appraisal method has the strongest imapdzehaviour and
performance 3.1975 0.6067
360-degree appraisal method gives people a charla®tv how they are seen by
others 3.1264 0.1233

The findings in Tablel indicate that the responsl@greed that 360-degree appraisal method enabjdep®
actualize their skills and style, improve commutiaas between people and Cooperation with peoptside
their departments, helpfulness towards customedsvamdors and also those who have conflicts witkirth
managers, has high employee involvement and cii¢ditind provides people with a good all-around
perspective as shown by a mean score of 3.78485848.73.6872, 3.6457 and 3.5874 respectively. The
respondents were neutral on 360 degree feedbackevthe method brings out every aspect of an empleye
life, impact on behaviour and performance and gpesple a chance to know how they are seen by otwer
shown by a mean score of 3.2148, 3.1975 and 3.dXpectively.

4.2 Management by Objectives (MBO

Table 2 Management by Objectives (MBO)

Mean Standard Deviation
A climate of achievement is generated by mutuattamd goal setting between

the employee and his immediate manager at thesestat 4.0012 0.1233
Employees are judged according to real outcomesnahon their potential for

success, or on someone's subjective opinion aof dfdities. 3.9634 0.9599

If the employee meets or exceeds the set objectives he or she has

demonstrated an acceptable level of job performance 3.8974 0.3229

A successful program with the communication neagdsaachieve desired

results requires commitment and dedication. 3.6541 0.7712
Instead of assuming traits, the MBO method conegégdron actual outcomes. 3.2154 1.3940
The MBO method recognizes the fact that it is diffi to neatly dissect all the

complex and varied elements that go to make up @meplperformance. 3.0675 1.2042

The guiding principle of the MBO approach is thadt results can be
observed, whereas the traits and attributes of@epk (which may or may not
contribute to performance) must be guessed afferréad. 3.0181 0.8173

According to the findings in Table 2, the resporidemgreed that a climate of achievement is gereraye
mutual trust and goal setting between the empl@me his immediate manager at the work environment,
employees are judged according to real outcomes,nat on their potential for success, or on somasone
subjective opinion of their abilities, if the empée meets or exceeds the set objectives, then lsheohas
demonstrated an acceptable level of job performamseccessful program with the communication rescgso
achieve desired results requires commitment andcatioh as indicated by a mean score of 4.0016319
3.8974 and 3.6541 respectively. The respondents weutral on the assumption of traits, the MBO méth
concentrates on actual outcomes, the MBO methamhnézes the fact that it is difficult to neatly skt all the
complex and varied elements that go to make up @repl performance and the guiding principle of theM
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approach is that direct results can be observedress the traits and attributes of employees (wimap or may
not contribute to performance) must be guessed atferred as expressed by a mean score of 3.2.8675
and 3.0181 respectively.

4.4 Trends in employee performance

Table 3Trends in employee performance

Mean Standard Deviation
Goal achievement 4.1572 0.6842
Ideas and innovations 3.9785 0.8855
Quality of work performed 3.8742 0.5054
Absenteeism 3.7951 0.3276
Timeliness 3.5497 0.3646

According to the findings in Table 3, the trendgofl achievement, ideas and innovations, qualityak
performed, absenteeism and timeliness has imprasethown by a mean score of 4.1572, 3.9785, 3.8742,
3.7951 and 3.5497 respectively.

4.5 Regression Analysis
A multivariate regression model was applied to deiee the form of relationship between Performance
Appraisal and employee performance at NBK.

Table 4 Model Summary.

Model R R Square Adjusted R Square Std. Error of the Estimate

1 0.792 (a) 0.627 0.554 0.289

a Predictors: (Constant), 360 -Degrees, MBO

The Adjusted R is the coefficient of determination and tells hoe dependent variable varies with the
independent variables. The model summary resutie stn adjusted Rvalue of 0.554. This implies that there
was a variation of 55.4% between the employee padace at NBK and the predictors. This means that t
predictors: 360-Degrees, MBO, this explains thaificant relationship of predictors and employeeq@enance

at NBK.

Table 5 ANOVA- Analysis of Variance

Model Sum of Squares Df Mean Square F Sig.

1 Regression 12.700 4 3.175 4.733 0.002(a)
Residual 14.091 21 0.671
Total 26.791 25

a Predictors: (Constant), 360 -Degrees, MBO
b Dependent Variable: Employee performance

The study used ANOVA to establish the appropriateraf the regression model to give reliable reséitsf-

significance value of p=0.002 was established. Hfisws that the regression model has a less tHa02 0.
likelihood of giving a wrong prediction. Hence tregression model has a confidence level of abo%&. 95
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Table 6 Coefficients Results

Model Unstandardized Coefficients  Standardizedffiments T Sig.
B Std. Error Beta
1 (Constant) 1.087 0.401 2.718  0.008
360 -Degrees 0.213 0.081 0.272 2.627 0.01p
MBO 0.242 0.106 0.246 2.289  0.02b

a Dependent Variable: Employee performance

Results show that there is a positive relationbleifpveen employee performance and all the prediemshown:
360-degreesp(= 0.213), MBO g = 0.242). The study further found out that thexya istatistically significant
relationship between the employee performance a®o-C&grees as shown: (p=0.010<0.05) and MBO
(p=0.025<0.05). This therefore implies that the tariables; 360-degrees and MBO Appraisal todascaitical

in enhancing employee performance at NBK. A undréase in either of these variables would defipitel
increase or improve employee performance at reisgaanits.

5.0 Summary, Conclusion and Recommendations

5.1 Summary of Findings

The study established that 360-degree appraisdlonatas effective (67.9%). The study found that-86@ree
appraisal method enables workers to see theirsskild style, improve communications between peapte
Cooperation with people outside their departmetslps customers and vendors who have conflictis thigir
managers, has high employee involvement and ciiégdibs well as providing people with a good alband
perspective as shown by a mean score of 3.784838.8.6872, 3.6457 and 3.5874 respectively.

The study found out that management by objectinsiece employee performance at National bank ldrtibe

a great extent (71.4%). The study also found oait dhclimate of achievement is generated by mutuat and
goal setting between the employee and his immediateager at the bank, employees are judged acgoralin
real outcomes, and not on their potential for ssscer on someone's subjective opinion of thellitesi, if the
employee meets or exceeds the set objectives, Heear she has demonstrated an acceptable levalbof |
performance, a successful program with the comnatioic necessary to achieve desired results requires
commitment and dedication as indicated by a mearesaf 4.0012, 3.9634, 3.8974 and 3.6541 respédgtive

5.2 Conclusion

From the findings, the study concludes that peréoroe appraisal is very important in influencingcassful job
performance. The study concludes that 360-degopeasmal method affect the performance of employes
National Bank limited by enabling people see ttskitls and style of work ethics and conformity. Téeidy
noted that management by objectives enhance englmormance at National Bank limited and thaliraate
of achievement is generated by mutual trust and ggtting between the employee and his immediateager
at the bank and employees are judged accordingaooutcomes and not on their potential for sucoessn
someone's subjective opinion of their abilities.

5.3 Recommendations

The study recommend that the human resource marmageah the bank should ensure that the 360-degree
appraisal method help bring out every aspect afraployee's life and gives workers a chance to kinow they

are seen by others. The management should putaice pétrategies that enhance cooperation among the
employees. This could take the form of holding tret interdepartmental meetings and allowing eng#syto

air their views frequently.

The study recommends that because the usefulng®sfofmance appraisal as a managerial tool depeardy

on whether or not the performance appraisal syseable to provide sufficient data on employee @antince,
sufficient data is a critical aspect of the ap@hmocess. Hence the appraisal form should captune data
such as evaluation of the employees’ communicasind interpersonal skills/teamwork, adaptability thé
employee to work environment, dependability claasel space for short and long-term goals. The study
recommends that management by objectives shouddidyeted by organizations in employee appraisalrarog
because when the employee and organization ine=ghair goals results to a positive productivitydan
efficiency in the organization.
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