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Chapter 1. Performance Appraisal in banking sector

1.1 Introduction to Performance Appraisal

Any Organizations or bank are run and steered by people. It is
through people that goals are Set

and objectives realized. The performance of a bank is, dependent
upon the sum total of the

performance of its members. It refers to the contribution made
by an individual in the

accomplishment of organizational objectives. Performance can be
measured by combining

quantity, quality, time and cost. People do not learn unless
they are given feedback on the results

of their actions. For learning to take place, feedback should be
provided regularly and it should

register both successes and failures. It should also follow soon
after the relevant action oractions. Performance appraisal system
provides management an opportunity to recall as well as

give feedback to people. This feedback is pertaining the
performance of the worker. This helps

them to correct their mistakes and acquire new skills.

Every year employees experience an evaluation of their past
performance. Employees generally

see these evaluations as having some direct effect on their work
lives. They may result in

increased pay, a promotion, or assistance in personal
development areas for which the employee

needs some training. As a result, any evaluation of employees
work can create an emotionally

charged event. Because the performance evaluation is not the
simple process it once was, it is

now more critical to perform one while simultaneously focusing
on key activities of the job.

If we want to know how well the employees are doing, weve got to
measure their performance -

not necessarily an easy task. Many factors go into the
performance evaluation process, such as

why do we do them, who should benefit from the evaluation, what
type of evaluation should be

used, and what problems might be encountered. Performance
management systems involve a

number of activities. They are more than simply reviewing what
an employee has done. These

systems must fulfill several purposes.
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1.2 Meaning

According to Dale Beach,

"Performance Appraisal is the systematic evaluation of the
individual with regards to his or her

performance on the job and his potential for development.

Performance appraisal is a method of evaluating the behavior of
employee in the work spot

normally including both quantitative and qualitative aspect of
job performance. The appraisal

measures skills and accomplishments with reasonable accuracy and
uniformity. It provides a way

to help identify areas for performance enhancement and to help
promote professional growth.

Performance appraisals are essential for the effective
management and evaluation of staff.

Appraisals help develop individuals, improve organizational
performance, and feed into

organizational planning. Performance appraisal refers to all
those procedures that are used to

evaluate the personality, the performance and the potential of
its group members. But Evaluation

is different from judgment. While evaluation deals with
achievement of goals and judgment has

a personal attack. Performance appraisal could be informal or
formal.

Informal performance appraisal is a continuous process of
feeding back information to the

subordinates about how well they are doing their work in the
organization. The informal

appraisal is conducted on a day-today basis. The formal
performance appraisal occurs usually

annually on formal basis. This increases employee acceptance of
the appraisal process and

results in the trust that the employee has in the bank. Every
aspect of managing people and their

work relates to the improvement of their quality of work
life.

Performance appraisal has been used for the following three
purposes:

Remedial

Maintenance Development
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A performance appraisal needs to cover all these three purposes
with the same focus. if any

purpose predominates, the system becomes out of balance. For
instance, if remedial purpose is

foremost, then the performance appraisal may become a
disciplinary tool, a form of a charge

sheet and a tool of power instead of instrument of evaluation.
Sometimes maintenance becomes

the main objective for an organization. In this case, the
process may become short, skimped and

per functionary ritual. Performance appraisal takes into account
the past performance of the

employees and focuses on the improvement of the future
performance of the employees. Performance appraisals are essential
for the effective management and evaluation of staff.

Appraisals help develop individuals, improve organizational
performance, and feed into business

planning. Formal performance appraisals are generally conducted
annually for all staff in the

organization. Each staff member is appraised by their line
manager.

Directors are appraised by the CEO, who is appraised by the
chairman or company owners,

depending on the size and structure of the organization. Annual
performance appraisals enable

management and monitoring of standards, agreeing expectations
and objectives, and delegation

of responsibilities and tasks. Staff performance appraisals also
establish individual training needs

and enable organizational training needs analysis and planning.
Performance appraisal is the

systematic, periodic and an impartial rating of an employees
excellence in the matters pertaining

to his present job and his potential for a better job
Performance appraisal is a systematic way of

reviewing and assessing the performance of an employee during a
given period of time and

planning for his future.

It is a powerful tool to calibrate, refine and reward the
performance of the employee. It helps to

analyze his achievements and evaluate his contribution towards
the achievements of the overall

organizational goals. Helps to strengthen the relationship and
communication between superior,

subordinates and management, employees. And also to judge the
effectiveness of the other

human resource functions of the organization such as
recruitment, selection, training and

development. Provide clarity of the expectations and
responsibilities of the functions to beperformed by the employees
and judge the gap between the actual and the desired
performance.
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1.3 Objectives of Performance Appraisal

1. Providing basis for promotion/transfer/termination

Identifying those subordinates who deserve promotion or require
lateral shift (transfer) or

termination and can be used for career planning.

2. Enhancing employees effectiveness

Helping employees in identifying their strengths and weaknesses.
Also, informing them about

the performance expected from them. This helps them to
understand their role well and increases

their efficiency at work. The feedback reinforces good
performance and discourages poor

performance. This also involves identifying employees training
and development needs.

Identifying training and development needs of employees is
necessary to prepare them for

meeting challenges in their current and future employment.

3. Aiding in designing training and development programs

Identifying skills that need to be developed. This helps in
tailor-making training and

development programs.

4. Removing work alienationCounseling employees corrects
misconceptions which might result in work alienation.

Performance appraisal also helps employees in internalizing the
norms and values of the

organization.

5. Removing discontent

Identifying and removing factors responsible for workers
discontent motivates them for

performing better at work. Performance appraisal helps in
creating a positive and healthy work

environment in the organization.
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6. Developing interpersonal relationship

Relations between the superiors and subordinates can be improved
through realization that there

exists a mutual dependence. This mutual dependence leads to
better performance and success.

By facilitating employees to do introspection, self evaluation
and goal setting, their behavior can

be modified. Better interpersonal relationships lead to team
building.

7. Aiding wage administration

Performance appraisal can help in development of scientific
basis for reward allocation, wage

fixation, raises, incentives etc.

8. Exercising control

Performance appraisal also provides a means for exercising
control.

9. Improving communication

Performance appraisal serves as a mechanism for communication
between superiors and

subordinates.

10.To retain top talent:

Performance appraisal helps organization in taking people
related decisions such as career

planning, career development, promotions, training and
development opportunities, and

succession planning. Meritorious employees are rewarded better
with increased compensation,

promotions, leadership grooming opportunities, job rotations,
etc. and help retain top talents in

the organization by satisfying their growth and development
needs.

11. To increase commitment:

Employees involvement in planning of work and identification of
skills helps to bring greater

self-awareness and increases his commitment to the objectives of
performance appraisal

activities. Performance appraisal provides an opportunity to
communicate performance feedback,

review the job description, plan upcoming goals and objectives
and develop an individual

development plan.
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1.4 Purpose of Performance Appraisal

The purpose of performance appraisal is many folds. However,
there are two broad purpose of

performance appraisal as depicted below:

1. Evaluation:

To let employees know where they stand relative to performance
objectives and standards. An

effective entails the following:

Establishes performance standards that are measurable
performance standards.

Provides continues feedback to employees about their
performance.

Accurately measures performance.

Compares performance with performance standards.

Develops employees where necessary or take corrective action
where appropriate.

2. Development:

Assist in training and continued personal development of people.
Developed employees are more

motivated commuted and competent to achieve their work roles and
goals. They can contribute

effectively in improving the organization effectiveness. Purpose
of performance appraisal can be

broadly of two types i.e.; administrative purposes and
developmental purpose.

Administrative Purposes: Administrative purpose includes:
Document human resource decision with regard to performance and its
Related issues. Determine promotion of employees. Determine
transfer and change in job assignments. Identify poor performance
areas of employees and Meet legal requirements. Evaluate the
performance of training programmers. Decide on salary and reward
issues and Decide retention or termination.
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1.5 The Process of Performance Appraisal

1. Establishing Standards and Measures

2. Communicating Job Expectations

3. Planning

4. Monitoring Performance

5. Appraising

6.Feedback

7. Decision Making

8. Development of performance
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Performance Appraisal involves an evaluation of actual against
desired performance. It also

helps in reviewing various factors which influence performance.
Managers should plan

performance development strategies in a structured manner for
each employee. In doing so, they

should keep the goals of the organization in mind and aim at
optimal utilization of all available

resources, including financial. Performance Appraisal is a
multistage process in which

Communication plays an important role. Craig, Beatty and Baird
(1986) suggested an eight-stage

Performance Appraisal process:

1. Establishing Standards and Measures

The first step is to identify and establish measures which would
differentiate between successful

and unsuccessful performances. These measures should be under
the control of the employees

being appraised. The methods for assessing performance should be
decided next. Basically,

management wants to: know the behavior and personal
characteristics of each employee and

assess their performance and achievement in the job. There are
various methods available for

assessing results, behavior and personal characteristics of an
employee. These methods can be

used according to the particular circumstances and
requirements.

2. Communicating Job Expectations

The second step in the appraisal process is communicating to
employees the measures and

standards which will be used in the appraisal process. Such
communication should clarify

expectations and create a feeling of involvement.

3. Planning

In this stage, the manager plans for the realization of
performance expectations, arranging for the

resources to be available which are required for attaining the
goals set. This is an enabling role.

4. Monitoring Performance

Performance Appraisal is a continuous process, involving ongoing
feedback. Even though

performance is appraised annually, it has to be managed each
day, all year long.' Monitoring is a

key part of the Performance Appraisal process. It should involve
providing assistance as

necessary and removing obstacles rather than interfering.
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5. Appraising

This stage involves documenting performance through observing,
recalling, evaluating, written

communication, judgment and analysis of data. This is like
putting together an appraisal record.

6. Feedback

After the formal appraisal stage, a feedback session is
desirable. This session should involve

verbal communication, listening, problem solving, negotiating,
compromising, conflict

resolution and reaching consensus.

7. Decision Making

On the basis of appraisal and feedback results, various
decisions can be made about giving

rewards (e.g., promotion, incentives, etc.) and punishments
(e.g., demotion). The outcome of an

appraisal system should also be used for career development.

8. Development of performances

The last stage of Performance Appraisal is 'development of
performance,' or professional

development, by providing opportunities for upgrading skills and
professional interactions. This

can be done by supporting participation in professional
conferences or by providing

opportunities for further study. Such opportunities can also act
as incentives or rewards to

employees.
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1.7 Benefits of Performance Appraisal

Performance appraisal is a formal exercise carried out for all
executives and staff members with

respect to their contributions made toward the growth of the
organization. The aim is to measure

the overall performance of an employee over a period of time.
This is usually one year. The

procedure is carried out by the immediate supervisor who inurn
provides a feedback to the

employees and helps in better management. Performance appraisal
does not merely measure the

performance of the people but has many other benefits. The
benefits of a successful appraisal

system can be summed up as follows:

1. Better understanding of his/her role in the organization.
Provides answers to questions such as

what is expected and what needs to be done to meet those
expectations.

2. Clear understanding of his/her strengths and weaknesses so as
to develop into Bette performer

in future increased motivation, job satisfaction and self-esteem
opportunity to discuss work

problems and how to overcome them.

3. Opportunity to discuss aspirations and any guidance, support
or training needed to fulfill these

aspirations improved working relationships with the
superiors.

4. Identification of performers and non-performers and their
development toward Better

performance.5. Opportunity to prepare employees for assuming
higher responsibilities.

6. Opportunity to improve communication between the employees
and the management.

7. Identification of training and development needs.

8. Generation of ideas for improvement.

9. Better identification of potential and formulation of career
plans.

10. Improved performance throughout the organization.

11. Creation of a culture of continuous improvement and
success.

12. Conveyance of message that people are valued.


	
8/13/2019 Performace Appriasl in Bank

12/39

12

The above benefits can be realized only if performance appraisal
is considered as a process of

management. It should not become a scheme devised by the
personnel department for managers

to use in accordance with the directives of that department and
generate completed forms which

are stored away in employees dossiers and then forgotten.
Performance appraisal is a process for

establishing sound understanding about what is to be achieved
and an approach to manage and

develop people. This helps in increasing the probability of
achieving the short-term goals and

long-term goals. Performance appraisal helps management to
collect data on human resources

and use it for enhancing responsiveness of the organization.
Since it is people who perform

appraisal and since people have emotions, there will always be
some subjectivity. Though

criterion could be stipulated, personal likings and biases are
likely to influence the evaluation.

Every assessor has a price-expectation of a particular type of
behavior. An appraise, who meets

it, gets higher assessment. Being subjective in nature, there
are certain pitfalls which need to be

guarded against.

The issue of performance appraisal is very sensitive to the
appraise because it affects his/her

present position (Status, and self esteem) and career growth.
Performance appraisal system

should not only be fair, equitable and transparent, but it
should be perceived to be so. This can

happen only if the system has in-built transparency. Performance
appraisal can have a profound

effect on levels of employee motivation and satisfaction - for
better as well as for worse.

Performance appraisal provides employees with recognition for
their work efforts. The power of

social recognition as an incentive has been long noted. In fact,
there is evidence that human

beings will even prefer negative recognition in preference to no
recognition at all. If nothing else,

the existence of an appraisal program indicates to an employee
that the organization is genuinely

interested in their individual performance and development.

This alone can have a positive influence on the individual's
sense of worth, commitment and

belonging. The strength and prevalence of this natural human
desire for individual recognition

should not be overlooked. Absenteeism and turnover rates in some
organizations might be

greatly reduced if more attention were paid to it. Regular
performance appraisal, at least, is a

good start.
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Chapter 2 Introduction of Banking Sector

2.1 Introduction

A bank is a financial institution that provides banking and
other financial services to theircustomers. A bank is generally
understood as an institution which provides fundamental banking

services such as accepting deposits and providing loans. There
are also nonbanking institutions

that provide certain banking services without meeting the legal
definition of a bank. Banks are a

subset of the financial services industry. A banking system also
referred as a system provided by

the bank which offers cash management services for customers,
reporting the transactions of

their accounts and portfolios, throughout the day. The banking
system in India should not only

be hassle free but it should be able to meet the new challenges
posed by the technology and any

other external and internal factors. Bank has become part and
parcel of day to day life.

Banks provide debit card and credit card facility to their
customer. All the banks safeguard the

money and valuables and provide loans, credit, and payment
services, such as checking accounts,

money orders, and cashiers cheques.The banks also offer
investment and insurance products.

As a variety of models for cooperation and integration among
finance industries have emerged,

some of the traditional distinctions between banks, insurance
companies, and securities firms

have diminished. In spite of these changes, banks continue to
maintain and perform their primary

role accepting deposits and lending funds from these
deposits.

The functions include Issue of money, in the form of banknotes
and current accounts subject to

check or payment at the customer's order. These claims on banks
can act as money because they

are negotiable or repayable on demand, and hence valued at par.
They are effectively transferable

by mere delivery, in the case of banknotes, or by drawing a
check that the payee may bank or

cash. Banks provide different payment services, and a bank
account is considered indispensableby most businesses and
individuals. Non-banks that provide payment services such as
remittance

companies are normally not considered as an adequate substitute
for a bank account.
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2.2 Meaning

The banking system in India is significantly different from that
of other Asian nations because of

the countries unique geographical, social, economic
characteristics. Banking occupies one of themost important
positions in the modern economic world. It is necessary for trade
and industry.

Hence it is one of the great agencies of commerce. Although
banking in one form or another has

been in existence from very early times, modern banking is of
recent origin. It is one of the

results of the Industrial Revolution and its presence is very
helpful to the economic activity and

industrial progress of a country. in simple word A bank is
afinancial institution and afinancial

intermediary that acceptsdeposits and channels those deposits
intolending activities, either

directly by loaning or indirectly throughcapital markets.

Simple words, banking can be defined as the business activity of
accepting and safeguarding

money owned by other individuals and entities, and then lending
out this money in order to earn

a profit. However, with the passage of time, the activities
covered by banking business have

widened and now various other services are also offered by
banks. The banking services these

days include issuance of debit and credit cards, providing safe
custody of valuable items, lockers,

ATM services and online transfer of funds across the country /
world.

It is well said that banking plays a silent, yet crucial part in
our day-to-day lives. The banks

perform financial intermediation by pooling savings and
channelizing them into investments

through maturity and risk transformations, thereby keeping the
economys growth engine

revving. In banking activity Trust is the most important element
for a bank to survive. People

keep money in a bank only when they trust that it will be given
back to them as and when they

demand the same on at least on the date of maturity in case the
same has been given in the shape

of fixed deposits. Of course, there are other reasons also for
which people prefer to keep money

in a bank rather than keep at home in their own safe. They can
earn some extra money when the

money is kept in saving or fixed deposits.

http://en.wikipedia.org/wiki/Financial_institutionhttp://en.wikipedia.org/wiki/Financial_intermediaryhttp://en.wikipedia.org/wiki/Financial_intermediaryhttp://en.wikipedia.org/wiki/Deposit_accounthttp://en.wikipedia.org/wiki/Loanhttp://en.wikipedia.org/wiki/Capital_markethttp://en.wikipedia.org/wiki/Capital_markethttp://en.wikipedia.org/wiki/Loanhttp://en.wikipedia.org/wiki/Deposit_accounthttp://en.wikipedia.org/wiki/Financial_intermediaryhttp://en.wikipedia.org/wiki/Financial_intermediaryhttp://en.wikipedia.org/wiki/Financial_institution
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2.3 History of Banking

The first bank in India, called The General Bank of India was
established in the year 1786. The

East India Company established The Bank of Bengal/Calcutta
(1809), Bank of Bombay (1840)and Bank of Madras (1843). The next
bank was Bank of Hindustan which was established in

1870. these three individual units (Bank of Calcutta, Bank of
Bombay, and Bank of Madras)

were called as Presidency Banks. Allahabad Bank which was
established in 1865 was for the

first time completely run by Indians. Punjab National Bank Ltd.
was set up in 1894 with head

quarters at Lahore. Between 1906 and 1913, Bank of India,
Central Bank of India, Bank of

Baroda, Canara Bank, Indian Bank, and Bank of Mysore were set
up. In 1921, all presidency

banks were amalgamated to form the Imperial Bank of India which
was run by European

Shareholders. After that the Reserve Bank of India was
established in April 1935.

2.4 Importance of Performance Appraisal in Banking Sector

According To Dr. Shambhu Nath Chowdhury Banking services is one
sector where a great

degree of attention is being paid to Performance Appraisal
Systems. Several of the public sector

banks (PSBs) have changed performance appraisal system their or
are in the process of changing

them. Performance Appraisal is a vehicle to validate and refine
organizational actions (e.g.

selection, Training); and provide feedback to employees with an
eye on improving future

performance. The evaluation may provide ideas for refining
established practices or instituting

new ones. For instance, appraisal data may show that a farm
supervisor has had a number of

interpersonal conflicts with other managers and employees.

Although employees vary in their desire for improvement,
generally workers want to know how

well they are performing. A successful farmer recalled with
sadness how as a youth he hadworked very hard, along with his
immigrant family, for a farmer who never seemed to notice the

effort. Years later he met the former employer and asked why he
had never made any positive

comments about their work. People need positive feedback and
validation on a regular basis.

Employee has been selected;
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Few management actions can have as positive an effect on worker
performance as encouraging

affirmation. These are, in effect, good-will deposits, without
which withdrawals cannot be made.

This does not mean you should gloss over areas needing
improvement. Feedback may be

qualitative or quantitative. Qualitative comments are
descriptive, such as telling the shop

mechanic you appreciate the timeliness and quality of her
repairs. In contrast, quantitative

feedback is based on numerical figures, such as the percentage
of plant grafts that have taken.

Some researchers feel feedback is particularly useful when
workers have an achievement

objective by focusing the attention on performance; performance
appraisal goes to the heart of

personnel management and reflects the management's interest in
the progress of the employees.

Followings should kept in the mind for effective Performance

Appraisal in a bank

1. Select what performance data to collect

2. Determine who conducts the appraisal

3. Decide on a rating philosophy

4. Overcome rating deficiencies

5. Create a rating instrument

6. Deliver useful information to employees

The Performance Appraisal or review is essentially an
opportunity for the individual and those

concerned with their performance in the bank , most usually
their line manager - to get together

to engage in a dialogue about the individuals performance,
development and the support

required from the manager. It should not be a top down process
or an opportunity for one person

to ask questions and the other to reply. It should be a free
flowing conversation in which a range

of views are exchanged. Performance Appraisalsusually review
past behavior and so provide

an opportunity to reflect on past performance of the bank
employees. But to be successful they

should also be used as a basis for making development and
improvement plans and reaching

agreement about what should be done in the future to enhance the
banks effect and

effectiveness. The performance appraisal is often the central
pillar of performance management

in the bank to keep the motivation of the employees high.
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Performance Appraisal information is used to find out whether an
employee requires additional

training and development. Deficiencies in performance may be due
to inadequate knowledge or

skills. For e.g. a professor may improve his efficiency by
attending workshops or seminars about

his subject. Performance appraisal helps a manager to find out
whether he needs additional

training for improving his current job performance. Similarly,
if the performance appraisal

results show that he can perform well in a higher position, then
he is given training for the higher

level position.

Performance appraisal is a means of validating both internal
(promotions and transfers) and

external (hiring new employees from outside) sources.
Organizations spend a lot of time and

money for recruiting and selecting employees. Various tools used
in the selection process are

application blanks, interviews, psychological tests, etc. These
tools are used to predict (guess)

the candidate's performance on the job. A proper performance
appraisal finds out the validity of

the various selection tools and so the company can follow
suitable steps for selecting employees

in future. Performance appraisal also enables managers to coach
and counsel employees in their

career development.

Performance appraisal is a good way of taking layoff decisions.
Employees may be asked to lay

off, if the need arises. The weakest performers are the first to
be laid off. If there is no

performance appraisal, then there are chances that the best men
in the department may be laid

off. Performance appraisal can be used to compensate the
employees by increasing their pay and

other incentives. This is truer in the case of managerial jobs
and also in the case of employees in

non-unionized organizations. The better performances are
rewarded with merit pay.The appraisal

process helps in human resource planning (HRP). Accurate and
current appraisal data regarding

certain employees helps the management in talking decisions for
future employment. Without

the knowledge of who is capable of being promoted, demoted,
transferred, laid off or terminated,

management cannot make employment plans for the future.
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2.5 New Performance Appraisal Systems

The changing needs of the organization in the performance
appraisal systems have forced the

organization to design their own appraisal system. This system
fulfills the organizational as well

as individual needs. In this regard, various new concepts of
appraisal system have come into

vogue. They are briefly discussed as follows:

1. Focus on achievement system

The goal of this system is to continuously improve the
performance of employees and the

organization in general. Here, each individual has primary
responsibilities for his/her

performance. Therefore, the stress is primarily on development
rather than evaluation. This

system is employee driven. The key role of a manager is to
support employees to maximize their

potential and achievement. Hence, this system emphasizes upon
the success of the company

which is enhanced through clear link between corporate
strategies and individual goals. The

outcome of this achievement system leads to visible changes in
the organizational functioning

and moving toward a more optimistic climate.

2. Team appraisals

This concept focuses upon appraising the performance of the team
rather than an individual teammember. The assessment of every team
member is made accordingly.
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2.6 Performance Appraisal MethodsandTechniques Used By Bank

Numerous methods have been devised to measure the quantity and
quality of performance

appraisals. Each of the methods is effective for some purposes
for some organizations only.

None should be dismissed or accepted as appropriate except as
they relate to the particular needs

of the organization or an employee.

1. Essay Appraisal Method

The assessor writes a brief essay providing an assessment of the
strengths, weaknesses and

potential of the subject. In order to do so objectively, it is
necessary that the assessor knows the

subject well and should have interacted with them. Since the
length and contents of the essay

vary between assessors, essay ratings are difficult to
compare.

2. Graphic Rating Scale

A graphic scale 'assesses a person on the quality of his or her
work (average; above average;

outstanding; or unsatisfactory). Assessment could also be trait
centered and cover observable

traits, such as reliability, adaptability, communication skills,
etc. Although graphic scales seem

simplistic in construction, they have application in a wide
variety of job responsibilities and are

more consistent and reliable in comparison with essay appraisal.
The utility of this technique canbe enhanced by using it in
conjunction with the essay appraisal technique.

3. Field Review Method

Since individual assessors differ in their standards, they
inadvertently introduce bias in their

ratings. To overcome this assessor-related bias, essay and
graphic rating techniques can be

combined in a systematic review process. In the field review
method, 'a member of the HRM

staff meets a small group of assessors from the supervisory
units to discuss each rating,

systematically identifying areas of inter-assessor disagreement.
It can then be a mechanism to

help each assessor to Perceive the standards uniformly and thus
match the other assessors.

Although field review assessment is considered valid and
reliable, it is very time consuming.
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4. Forced-Choice Rating Method

Unlike the field review method, the forced-choice rating method
does not involve discussion

with supervisors. Although this technique has several
variations, the most common method is to

force the assessor to choose the best and worst fit statements
from a group of statements. These

statements are weighted or scored in advance to assess the
employee. The scores or weights

assigned to the individual statements are not revealed to the
assessor so that she or he cannot

favor any individual. In this way, the assessor bias is largely
eliminated and comparable

standards of performance evolved for an objective. However, this
technique is of little value

wherever Performance Appraisal interviews are conducted.

5. Critical Incident Appraisal Method

In this method, a supervisor describes critical incidents,
giving details of both positive and

negative behavior of the employee. These are then discussed with
the employee. The discussion

focuses on actual behavior rather than on traits. While this
technique is well suited for

performance review interviews, it has the drawback that the
supervisor has to note down the

critical incidents as and when they occur. That may be
impractical, and may delay feedback to

employees. It makes little sense to wait six months or a year to
discuss a misdeed, a mistake or

good display of initiative.

6. Management by Objectives

The employees are asked to set or help set their own performance
goals. This avoids the feeling

among employees that they are being judged by unfairly high
standards. This method is currently

widely used, but not always in its true spirit. Even though the
employees are consulted, in many

cases management ends up by imposing its standards and
objectives. In some cases employees

may not like self direction or authority. To avoid such
problems, the work standard approach is

used.
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7. Work Standard Approach

In this technique, management establishes the goals openly and
sets Targets against realistic

output standards. These standards are incorporated into the
organizational Performance

Appraisal system. Thus each employee has a clear understanding
of their duties and knows well

what is expected of them. Performance Appraisal and interview
comments are related to these

duties. This makes the appraisal process objective and more
accurate.

8. Ranking Methods:

Some of the important forms of ranking for Performance Appraisal
are given below:

(a) Alteration Ranking Method

The Individual with the Best performance is chosen as the ideal
employee. Other employees are

then ranked against this employee in descending order of
comparative performance on a scale of

best to worst performance. The alteration ranking method usually
involves rating by more than

one assessor. The ranks assigned by each assessor are then
averaged and a relative ranking of

each member in the group is determined. While this is a simple
method, it is impractical for large

groups. In addition, there may be wide variations in ability
between ranks for different positions.

(b) Paired ComparisonThe paired comparison method systematizes
ranking and enables better comparison among

individuals to be rated. Every individual in the group is
compared with all others in the group.

The evaluations received by each person in the group are counted
and turned into percentage

scores. The scores provide a fair idea as to how each individual
in the group is judged by the

assessor.

(c) Person-to-Person Rating

In the person-to-person rating scales, the names of the actual
individuals known to all the

assessors are used as a series of standards. These standards may
be defined as lowest, low,

middle, high and highest performers. Individual employees in the
group are then compared with

the individuals used as the standards, and rated for a standard
where they match the best.
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The advantage of this rating scale is that the standards are
concrete and are in terms of real

individuals. The disadvantage is that the standards set by
different assessors may not be

consistent. Each assessor constructs their own person-to-person
scale which makes comparison

of different ratings difficult.

(d) Checklist Method

The assessor is furnished with a checklist of pre-scaled
descriptions of behavior, which are then

used to evaluate the personnel being rated The scale values of
the behavior items are unknown to

the assessor, who has to check as many items as she or he
believes describe the worker being

assessed. A final rating is obtained by averaging the scale
values of the items that have been

marked.

(e) Behaviorally Anchored Rating Scales (BARS)

This is a relatively new technique. It consists of sets of
behavioral statements describing good or

bad performance with respect to important qualities. These
qualities may refer to inter-personal

relationships, planning and organizing abilities, adaptability
and reliability. These statements are

developed from critical incidents collected both from the
assessor and the subject.

(f) Assessment centersThis technique is used to predict future
performance of employees were they to be promoted.

The individual whose potential is to be assessed has to work on
individual as well as group

assignments similar to those they would be required to handle
were they promoted. The

judgment of observers is pooled and paired comparison or
alteration ranking is sometimes used

to arrive at a final assessment. The final assessment helps in
making an order-of-merit ranking

for each employee.
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2.7 3600Degree Appraisal System and Feedback

360 degree (or 3600) feedback, and sometimes simply called 360
feedback, is a performance

appraisal system that gathers feedback on an individual from a
number of sources, typically

including colleagues, direct reports and customers. Its
supporters claim that this gives managers

and individuals better information about skills and performance,
as well as working

relationships, compared with more traditional appraisal
arrangements based on line managers

assessment. This is defined as the systemic collection and
feedback of performance data for an

individual or a group. It is derived from a number of
stakeholders in their performance. It is done

in a systematic way via questionnaires or interviews. This
Formalizes judgment coming from

people and through natural interactions employees have with one
another.

There is both a collection and a feedback process. Data is
gathered and fed back to the

individual participant in a clear way designed to promote
understanding, acceptance and

ultimately changed behavior. Stakeholders are people who are
both affected by your

performance and deal with you closely enough to be able to
answer specific questions about the

way you interact with them. This feedback system assesses
managers in terms of the competence

they possess or more specifically through the detailed behavior
that constitutes them. So far,

360o feedback has concentrated on people who are at the more
senior levels in an organization.

This includes directors, managers, senior executives in
companies and partners or principals in

the profession.

However, as organizations are beginning to appreciate the power
and value of such

measurement, other jobholders find that their behavior also
comes under the microscope.

Engineers, pilots, sales people, HR professionals, customer
service staff etc., have all

participated in this assessment and feedback process. Certain
specific benefits of the 360o

feedback system are as follows:

Self development and individual counseling

Part of organized training and development

Team building

Performance management
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Strategic or organizational development

Validation of training and other initiatives and
Remuneration

The 360 degree feedback system can be used in any organization
for the above purposes. It is

believed that the impact of this feedback on an organization is
very beneficial. The technique

presents feedback in a powerful way and can have impact on the
quantity or quality of

performance data, communications, staff motivation and the roles
of those involved. However,

this system is not a quick process. The 360degree feedback has
become popular recently because

of a change in the expectation that organizations have from
their employees. This is through the

increasing emphasis on performance measurement, change in major
management concepts and

more receptive attitudes.

360-degree feedback is an evaluation method that incorporates
feedback from the worker, his/her

peers, superiors, subordinates, and customers. Results of these
confidential surveys are tabulated

and shared with the worker, usually by a manager. Interpretation
of the results, trends and themes

are discussed as part of the feedback. The primary reason to use
this full circle of confidential

reviews is to provide the worker with information about his/her
performance from multiple

perspectives. From this feedback, the worker is able to set
goals for self-development which will

advance their career and benefit the organization. 360-degree
appraisal is a technique for

gathering information from sources all around the individual and
comparing it with their own

perception of performance.

360 degree performance appraisal is also a powerful
developmental tool because when

conducted at regular intervals it helps to keep a track of the
changes others perceptions about the

employees. A 360 degree appraisal is generally found more
suitable for the managers as it helps

to assess their leadership and managing styles. Subordinates
appraisal gives a chance to judge the

employee on the parameters like communication and motivating
abilities, superiors ability to

delegate the work, leadership qualities etc. Also known as
internal customers, the correct

feedback given by peers can help to find employees abilities to
work in a team, co-operation and

sensitivity towards others.
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Chapter 3 Industrial Credit and Investment Corporation of

India bank

3.1 Introduction

ICICI Bank is India's second-largest bank with total assets of
Rs. 3,744.10 billion (US$ 77

billion) at December 31, 2008 and profit after tax Rs. 30.14
billion for the nine months ended

December 31, 2008. The Bank has a network of 1,438 branches and
about 4,644 ATMs in India

and presence in 18 countries. ICICI Bank offers a wide range of
banking products and financial

services to corporate and retail customers through a variety of
delivery channels and through its

specialized subsidiaries and affiliates in the areas of
investment banking, life and non-life

insurance, venture capital and asset management. This bank also
provides merchant banking

services.

The Bank currently has subsidiaries in the United Kingdom,
Russia and Canada, branches in

United States, Singapore, Hong Kong, Sri Lanka, Qatar and Dubai
International Finance Centre

and representative offices in United Arab Emirates, China, South
Africa, Bangladesh, Thailand,

Malaysia and Indonesia. Our UK subsidiary has established
branches in Belgium and Germany.

ICICI Bank's equity shares are listed in India on Bombay Stock
Exchange and the National Stock

Exchange of India Limited and its American Depositary Receipts
(ADRs) are listed on the New

York Stock Exchange (NYSE).

Its objectives include providing assistance in the creation,
expansion and modernization of

industrial enterprises, encouraging and promoting participation
of private capital both internal

and external, in such enterprises, encouraging and promoting
industrial development and helping

development of capital markets. It provides term loans in Indian
and foreign currencies,underwrites issues of shares and debentures,
makes direct subscriptions to these issues and

guarantees payment of credit made by others. The financial
assistance as provided by the ICICI

includes rupee loans, foreign currency loans, guarantees,
underwriting of shares and debentures,

and direct subscription to shares and debentures.
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Originally, the ICICI was established to provide financial
assistance to industrial concerns in the

private sector. But, recently, its scope has been widened by
including industrial concerns in the

public, joint and cooperative sectors. ICICI has been providing
special attention to financing

riskier and non-traditional industries, such as chemicals,
petrochemicals, heavy engineering and

metal products. These four categories of industries have
accounted for more than half of the total

assistance. The ICICI has also been providing assistance to the
small scale industries and the

projects in backward areas.

Along with other financial institutions, the ICICI has actively
participated in conducting surveys

to examine industrial potential in various states. In 1977, the
ICICI promoted the Housing

Development Finance Corporation Ltd. to grant term loans for the
construction and purchase of

residential houses. Since 1983, the ICICI has been providing
leasing assistance for

computerization, modernization and replacement schemes.
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3.2 Performance Appraisal in ICICI Bank

The facilitation of high achievement by employees. Performance
management involves enabling

people to perform their work to the best of their ability,
meeting and perhaps exceeding targets

and standards. Performance management can be coordinated by an
interrelated framework

between manager and employee. Key areas of the framework to be
agreed are objectives, human

resource management, standards and performance indicators, and
means of reward.

For successful performance management in ICICI, a culture of
collective and individual

responsibility for the continuing improvement of business
processes needs to be Established, and

individual skills and contributions need to be encouraged and
nurtured as the bank deals in

service sector where the employees are the main factor of making
the difference. One tool for

monitoring performance management is Performance Appraisal that
the banks use for

rewarding its employees. For the bank, performance management is
usually known as company

performance and is monitored through business appraisal.

3.3 Reasons for Performance Appraisal In ICICI

1. Increase motivation to perform effectively and Increase staff
self-esteem.

2. Gain new insight into staff and supervisors and better
clarify and define job functions and

responsibilities.

3. Develop valuable communication among appraisal
participants.

4. Encourage increased self-understanding among staff as well as
Insight into the kind of

development activities that are of value.

5. Clarify organizational goals so they can be more readily
accepted.
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3.4 Modern Trends in Performance Appraisal Adopted By ICICI
Bank

A growing number of front running banks like ICICI, and others
have adopted a Performance

Appraisal model in which best-to-worst ranking methods are used
to identify poor performers.

The identified poor performers are then given a time period
during which they have to show an

improvement in their performance. In cases where the employee
fails to improve his

performance he is asked to leave the organization gracefully and
a severance package is offered

to him. If the employee refuses to leave then his service is
terminated and no compensation is

offered. This system is called rankand yank strategy.

Advocates of this system feel that it continually motivates
employees to better their performance

since nobody would like to be included in the poor performance
band. But the flip side of this

strategy is that employees become too competitive and team
spirit is not nurtured. Effective

banks are not build merely on investment and returns but more on
the quality of the workforce,

its commitment to the organizational goals and investments made
to attract train and retain

superior human capital. An integrated Performance Management
system is essential to get the

best out of its people.

Employee performance is linked to the banks performance. This
helps in achieving theorganizational goal and creates a performance
culture in the bank. Invention, creativity, diversity

of perspectives is fostered. Employees act as one bank one
brand. The potential of managers for

taking on higher responsibilities, which is reflected not just
in their track record but also in their

personality traits and non-function-related abilities, have to
be appraised using methods like

assessment centers. And for all these, companies have to adopt
techniques like 3600 evaluations.

The work culture at globalized workplaces involves long working
hours, frequent travel,

multitasking and tight deadlines - and all this often leaves
employees mentally and physically

stressed. Companies have begun to realize that healthy employees
contribute to higher efficiency

and productivity. Apart from medical benefits, companies are
also offering yoga classes and

health camps and have doctors on campus.
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3.5 ICICI Bank Performance Appraisal Environments

The bank is using the Management by Objectives (MBO) method. In
this method the subordinate

in consultation with the supervisor chalks out short term
objectives followed by specific actions

that he has to carry out. The goals are finally set and are
action oriented. The goals set are

specific, measurable, achievable, review able and time bound and
most importantly they use to

be aligned with the goal of the organization. At the end of a
specified time period, the activities

are jointly reviewed by both the subordinate and his supervisor.
Depending on the performance

of the subordinate, the goals are modified or redesigned for the
next period of time. The MBO is

thus a performance oriented system.

A well thought out MBO system provides multiple benefits. It
establishes a link between the

performance of the individual and the bank. It is easy to
implement because those who carry out

the plan also participates in setting it up. Each employee
becomes aware of the task he has to

perform in the bank. This leads to better utilization of
capacity and talent. It promotes better

communication and information sharing. It provides guidelines
for self evaluation as well as

evaluation by the superior against set tasks and goals. It
facilitates guidance and counseling. The

principle behind Management by Objectives (MBO) is to create
empowered employees who

have clarity of the roles and responsibilities expected from
them, understand their objectives tobe achieved and thus help in
the achievement of organizational as well as personal goals.

The goals thus set are clear, motivating and there is a linkage
between organizational goals and

performance targets of the employees. The focus is on future
rather than on past. Goals and

standards are set for the performance for the future with
periodic reviews and feedback.

Involving employees in the whole process of goal setting and
increasing employee empowerment

increases employee job satisfaction and commitment. Frequent
reviews and interactions between

superiors and subordinates help to maintain harmonious
relationships within the enterprise and

also solve many problems faced during the period.


	
8/13/2019 Performace Appriasl in Bank

30/39

30

3.6 The Effective Components of ICICI Performance

Appraisal System

1. Performance Planning (includes employee goal setting /
objective setting)

2. Ongoing Performance Communication

3. Data Gathering, Observation and Documentation

4. Performance Appraisal Meetings

5. Performance Diagnosis and Coaching

An effective Performance Appraisal system in ICICI bank
emphasizes individual objectives,

Bank objectives and also mutual objectives. From the viewpoint
of individual objective the

Performance Appraisaltalks about

a) What task the individual is expected to do?

b) How well the individual has done the task?

c) How can his performance be further improved?

d) His reward for doing well.

From the bank view point a Performance Appraisal should generate
manpower information,

improve efficiency and effectiveness serve as a mechanism of
control and provide a rational

compensation structure. In short the appraisal system
establishes and upholds the principle of

accountability in the absence of which bank failure is the only
possible outcome. Finally, talking

about mutual goals, the emphasis is on growth and development,
harmony, effectiveness and

profitability of the bank.
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3.7 ICICI Human Resource Philosophy on Performance Appraisal

Performance Appraisal is one such method that allows for
theoptimization of employees. In a

broad sense , it is a formal structure that allows for the
continued measuring and evaluation of

individual behavior and performance, whilst influencing an
employees job related attributes

through such factors as increased job satisfaction and
recognition (with the use of promotional

aids such as better Equipment, duties, and salaries). The
purpose of any such system, is not only

to measure the performance of human resources but also to find
areas of skill deficit for further

development identify excess potential that could be better
utilized, and communicate objectives

more accurately to workers . By doing so, businesses move one
step closer to the achievement of

their set goals and objectives.

Included here is also one other factor that is not a direct
objective of appraisals, but becomes a

valuable asset within itself. This simply is the provision for
maintaining records of workers that

are legally viable, that can protect the business when dealing
in cases of dismissals and

demotions. This is especially important in todayssociety because
of the "increasing legislation

and regulation dealing with victimization and discrimination"
making bank liable for all their

actions.

The annual Performance Appraisal is usually done in two steps.
First, the employees and their

manager complete the Performance Appraisal form - doing a self
assessment. Often the bank

also uses a 360 degree feedback process, asking for input from
peers. Secondly, The bank

employees and manager participate in a formal Performance
Appraisal interview. The

appraisal form, used in the first step, consists of performance
standards and criteria that are used

to judge evaluate your performance. The items comprising your
job description are usually the

performance standards that are used in employees annual
appraisal.

The performance standards are derived from a job analysis, which
is a detailed list of all of the

skills involved in performing a task. The criteria are used to
determine the level of performance,

which can be excellent, average, or poor (or alternatively
meets, exceeds or does not meet

standards).
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HR philosophy on performance appraisal is to maximize the return
on investment from the

organization's human capital and minimize financial risk. It is
the responsibility of human

resource managers in a corporate context to conduct these
activities in an effective, legal, fair,

and consistent manner the main function of human resources (HR)
is to provide significant

support and advice to line management. The attraction,
preservation and development of high

caliber people are a source of competitive advantage for our
business, and are the responsibility

of HR can be well understood as a model of personnel management
that focuses on the

individual rather than taking a collective approach.
Responsibility for human resource

management is often devolved to line management.

A business of any size needs employees in order for it to run.
As an important the most

important asset for any business leader, employees need to be
properly managed in order for

optimal efficacy to be achieved. Now, properly managing a
workforce is a lot more complicated

than, say, the maintenance of a companys material capital such
as machinery, computer

systems, etc. One of the major aspects of HR maintenance
involves employee recruitment,

training and development as a function of human capital
management.

Human resources management is the strategic management of the
employees, who individually

and collectively contribute to the achievement of the strategic
objectives of the organization.

Assuming that the employees of an organization are individuals
with own mental maps and

perceptions, own goals and own personalities and as such they
cannot be perceived as a whole,

HR holds that the organization should be able to employee both
individual and group psychology

in order to commit employees to the achievement of
organizational goals.

Aiming to enable the organization to achieve its strategic goals
by attracting, retaining and

developing employees, HR functions as the link between the
organization and the employees. a

company should first become aware of the needs of its employees,
and at a later stage,

understand and evaluate these needs in order to make its
employees perceive their job as a part of

their personal life, and not as a routine obligation. To that
end, HR is very crucial for the whole

function of an organization because it assists the organization
to create loyal employees, who are

ready to offer their best.
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The HR activities in modern organizations are typically
performed in communication with the

general management in an effort to provide a variety of views
when a decision must be taken. in

that way, decision making is not subject to the individual
perceptions of the HR or the general

manager, but it becomes the outcome of strategic consensus. And
to retain low employee

turnover rate by inspiring people to work for the company,
attract new employees, contribute to

employee development achieve these goals, human resources
management trains and motivates

the employees by communicating ethical policies and socially
responsible behavior to them. in

doing so, it plays a significant role in clarifying the
organization's problems and providing

solutions, while making employees working more efficiently.

The main functions of HR in ICICI BANK

1. Recruitment & selection.

2. Training and development (people & organization).

3. Performance evaluation and management.

4. Promotions.

5. Industrial and employee relations.

6. Record keeping of all personal data.

7. Compensation, pensions, bonuses etc in liaison with
payroll.

8. Confidential advice to internal 'customers' in relation to
problems at work.

9. Career development.
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3.8 Forms Used By the ICICI Bank for Performance Appraisal

1. General Performance Appraisal Form 1Six-page form includes
evaluation sections for three categories: a) objectives from last
review

period; b) current job duties (which are customizable), and c)
organization core values (e.g.,

maturity, vision).

2. General Performance Appraisal Form 2

Four-page form has three sections: a) overall performance, b)
communication skills, and c)

people/self development skills.

3. General Performance Appraisal Form 4

Two-page "short form" has numerical rankings for two sections:
a) general work attributes and

b) managerial attributes. Includes a weighted average
calculation.

4. 360-Degree Performance Appraisal Form Iv

Two-page form for peers, outside suppliers and customers to fill
out. Also can be used for

"upwards" feedback about managers.

5. 360-Degree Performance Appraisal Form v

Two-page form for peers and outsiders - all open-ended
questions, without numerical rankings.

6. Manager Performance Appraisal FormIII

Six-page form with all sections related to managerial skills.
Also includes a section for listing

future objectives.

7. Administrative/Technical Performance Appraisal FormIV

Four-page form perfect for administrative, technical and
customer service workers.


	
8/13/2019 Performace Appriasl in Bank

35/39

35

8. Sales Performance Appraisal FormV

Five-page form focused on sales personnel. Includes four
sections: a) actual vs. plan

performance, b) lead generation, c) selling skills and d)
account maintenance.

9. Project Evaluation Review Form VI

Four-page form geared towards specific projects, and an
individuals' role on a given project.

10. Employee Self-Assessment Form VII

Two-page open-ended form for an employee to fill-out before his
or her own review. Sections

include: a) success in meeting goals from last review, b)
accomplishments and c) areas for

improvement.

3.9 Approaches in Performance Appraisal Used by the ICICI
Bank

The achievement of ICICI bank is related with employee. The more
talented the people and the

better they are managed and coordinated toward those goals the
greater the chance of success.

Performance appraisal is all about providing a way to do this.
The appraisal process starts with a

manager and employee setting goals for the year together. The
most effective goals aremeasurable and have easy to understand
performance standards. At the start of the year the

manager and employee need to determine whether there are any
gaps between the skills needed

and the skills the employee has. A plan is created to build
those skills. Regular informal feedback

is given on the employees specific achievements and
learningprogress.

ICICI bank give reward to employee based on his/her performance.
The employee needs a

specific set of skills and knowledge to meet their goals.
Performance Appraisal is a multistage

process involving several activities, which can be administered
using a variety of approaches this

includes salary increases, bonus payments, share options and
other incentives.
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Some of these approaches are being used by the banks for
Performance Appraisal.

1. Intuitive Approach:

In this approach supervisor or manager judges the based on their
perception of the employees

behavior.

2. Self-Appraisal Approach:

Employees evaluate their own performance using a common
format.

3. Group Approach:

The employee is evaluated by a group of persons.

4. Trait Approach:

This is the conventional approach. The manager or supervisor
evaluates the employee on the

basis of observable dimensions of personality, such as
integrity, honesty, dependability,

punctuality, etc.

5. Appraisal Based on Achieved Results:

In this type of approach, appraisal is based on concrete,
measurable, work achievements judged

against fixed targets or goals set mutually by the subject and
the assessor.

6. Behavioral Method:

This method focuses on observed behavior and observable critical
incidents.
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Recommendation/Suggestion

From the survey report the Management and employees should see
Performance Appraisal as

positive tools to determine the Organizational efficiency and
effectiveness. Banks should use a

well communicative method of Performance Appraisal to avoid any
resistance from the

Employees. The outcome of the Performance Appraisal should
beshared with the concerned

employees and corrective action should be taken in the light of
the outcome.

Performance Appraisal should be treated as an integral part of
the organizational development

not just the formality. Performance Appraisal should be done on
both basis qualitative and

quantitative. There should be a cost and benefit study of
Performance Appraisal process. The

Performance appraisals are essential for the effective
management and evaluation of staff.

Appraisals help develop individuals, improve organizational
performance, and feed into business

planning. In short, performance and job appraisals are vital for
managing the performance of

people and organizations.
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Conclusion

Performance Appraisal usually reviews past behavior and so
provides an opportunity to reflect

on past performance of the bank employees. But to be successful
they should also be used as a

basis for making development and improvement plans and reaching
agreement about what

should be done in the Future to enhance the banks effect and
effectiveness.

Performance Appraisal is often the central pillar of performance
management in the bank to keep

the motivation of the employees high. Performance Appraisal
directly affects the other sub

system of HRM such as manpower planning, selection, career
development, potentialdevelopment, recruitment, compensation etc.
Performance Appraisal is an integrated approach

to guide the employees in the right direction to achieve
organizational as well as individual

objectives mainly in banking sector because of the dominancy of
personal skill and service level

to interact with the customers.
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