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ABSTRACT 

 

Majority of the organizations follow performance appraisal process to evaluate 

employee performance, and results of performance appraisals are used for a number 

of purposes such as administrative uses, rewarding, and identifying training needs. 

While performance appraisal and management has a history form 1800s, it was 

adopted by the Information Technology (IT) industry only since 1990s. Most of the IT 

professionals perceive performance appraisal as an extra burden, and many questions 

about the appraisal process and results. IT professionals sometimes believe that 

performance appraisals have a negative impact on their motivation and work 

improvement. Therefore, it is imperative to study and understand the true impact of 

performance appraisals on employee work improvement in software development 

organizations. 

 

This research attempts to identify the significance of performance appraisals on 

employee work improvement in software development organizations. This is 

identified via an online survey of software engineers working in IT organizations. The 

study analyzed goal setting, self-evaluation, appraisal interview, employee 

participation for the process, pay for performance, and personal development as 

independent variables and satisfaction towards the process as mediating variable. 

Dependent variable was employee performance. Based on these, the survey instrument 

with 48 questions was derived. Based on the collected survey responses it can be 

concluded that goal setting in the appraisal process, appraisal interviews, and personal 

development opportunities and pay for performance have moderate relationship with 

performance improvement. Self-evaluation facility in appraisal process and employee 

participation for the process have weak positive relationship with performance 

improvement.  Satisfaction for appraisal interview and rewarding mechanism act as 

moderating mediators for performance. It was also identified that for employees who 

had more than five years of experience, relationship between performance appraisal 

and work improvement was not significant. These findings can be incorporated to 

enhance and develop better performance appraisal processes in IT organizations. 

 

Keywords:  Performance appraisal, Performance improvement, Performance 

management, Software engineers 



v 

 

 

TABLE OF CONTENTS 

DECLARATION ...................................................................................................................... i 

COPYRIGHT STATEMENT .................................................................................................. ii 

ACKNOWLEDGEMENT ...................................................................................................... iii 

ABSTRACT ............................................................................................................................ iv 

LIST OF FIGURES .............................................................................................................. viii 

LIST OF TABLES .................................................................................................................. ix 

LIST OF ABBREVIATIONS .................................................................................................. x 

1  INTRODUCTION ............................................................................................................... 1 

1.1 Background and Motivation..................................................................................... 1 

1.1.1 Performance Appraisal ..................................................................................... 1 

1.1.2 Motivation ........................................................................................................ 3 

1.2 Research Problem .................................................................................................... 4 

1.3 Research Question ................................................................................................... 4 

1.4 Research Objectives ................................................................................................. 5 

1.5 Outline...................................................................................................................... 6 

2 LITERATURE SURVEY ................................................................................................ 7 

2.1 History of Performance Appraisal ........................................................................... 7 

2.2 Definition of Job Performance ............................................................................... 10 

2.3 Attributes of Performance Appraisal Methods ...................................................... 10 

2.4 Criticism on Performance Appraisal ...................................................................... 14 

2.5 Solutions for Lack of Objectivity ........................................................................... 15 

2.6 Measuring Performance of IT Professionals .......................................................... 16 

2.7 Developing and Planning Performance .................................................................. 17 

2.8 Managing and Reviewing Performance ................................................................. 18 

2.9 Rewarding Employee ............................................................................................. 19 

2.10 Multiple Uses of Performance Appraisal ............................................................... 21 

2.11 Performance Appraisal Methods ............................................................................ 22 

2.12 Summary ................................................................................................................ 24 

3 RESEARCH METHODOLOGY ................................................................................... 26 

3.1 Research Framework.............................................................................................. 26 



vi 

 

3.1.1 Variables ........................................................................................................ 26 

3.1.2 Hypothesis Development ............................................................................... 29 

3.2 Operational Definitions .......................................................................................... 30 

3.2.1 Setting Objectives .......................................................................................... 30 

3.2.2 Self-Evaluation............................................................................................... 31 

3.2.3 Appraisal Interview ........................................................................................ 32 

3.2.4 Employee Participation .................................................................................. 32 

3.2.5 Personal Development ................................................................................... 32 

3.2.6 Pay for Performance....................................................................................... 33 

3.2.7 Employee Satisfaction for Appraisal Process ................................................ 33 

3.2.8 Employee Performance .................................................................................. 33 

3.3 Questionnaire Instrument Development ................................................................ 34 

3.4 Method of Data Collection ..................................................................................... 37 

3.5 Population and Sampling ....................................................................................... 38 

3.5.1 Population for Study ...................................................................................... 38 

3.5.2 Sampling technique and sample size.............................................................. 38 

3.6 Method Adopted .................................................................................................... 39 

3.7 Summary ................................................................................................................ 39 

4 DATA ANALYSIS AND FINDINGS .......................................................................... 40 

4.1 Reliability Test ....................................................................................................... 40 

4.2 Descriptive Analysis .............................................................................................. 42 

4.2.1 Reliability Test for Sample ............................................................................ 46 

4.3 Inter-item Correlation Analysis ............................................................................. 47 

4.4 Pearson’s Correlation Analysis .............................................................................. 53 

4.5 Discussion on Results ............................................................................................ 58 

4.6 Summary ................................................................................................................ 61 

5 SUMMARY ................................................................................................................... 62 

5.1 Research Implications ............................................................................................ 62 

5.2 Limitations ............................................................................................................. 65 

5.3 Future Work ........................................................................................................... 65 

References  ............................................................................................................................. 66 

APPENDIX A: QUESTIONNIRE......................................................................................... 70 

APPENDIX B: Demographic Analysis ................................................................................. 76 

Number of Appraisal cycles ........................................................................................... 76 



vii 

 

Level of Industry Experience ......................................................................................... 93 

Type of the Organization ............................................................................................. 110 

Summary of Demographic Analysis ................................................................................ 122 

 

  



viii 

 

LIST OF FIGURES  

 

Figure 3.1-1 Conceptual framework. ..................................................................................... 27 

Figure 4.3-1 Variation of the number of responses over time ............................................... 42 

Figure 4.3-2 Job Role ............................................................................................................. 43 

Figure 4.3-3 Gender distribution ............................................................................................ 44 

Figure 4.3-4 Age distribution ................................................................................................. 45 

Figure 4.3-5 Professional experience ..................................................................................... 45 

Figure 4.3-6 No of appraisal cycles ....................................................................................... 46 

Figure 4.3-7 Type of the organization ................................................................................... 46 

 

  



ix 

 

LIST OF TABLES 

 

Table 2-1 Summary of Literature Review ............................................................................. 25 

Table 3-4 Independent Variables and Questionnaire item Count .......................................... 35 

Table 3-5 Dependent Variables and Questionnaire item Count ............................................. 35 

Table 3-6 Mediator variable and questionnaire item count ................................................... 35 

Table 3-7 Independent Variables and Questionnaire item mapping ...................................... 36 

Table 3-8 Dependent Variables and Questionnaire item mapping ........................................ 37 

Table 3-9 Mediator Variables and Questionnaire item mapping ........................................... 37 

Table 3-10 Demographic questions and Questionnaire item mapping .................................. 37 

Table 4-2 Reliability test for Dependent Variable ................................................................. 41 

Table 4-3 Cronbach’s Alpha Coefficient for independent variables...................................... 47 

Table 4-4 Cronbach’s Alpha Coefficient for mediator variable ............................................ 47 

Table 4-5 Cronbach’s Alpha Coefficient for dependent variable .......................................... 47 

Table 4-6 Inter-item correlation analysis for setting objectives ............................................. 48 

Table 4-7 Inter-item correlation analysis for self-evaluation ................................................. 48 

Table 4-8 Inter-item correlation analysis for participation for appraisal process .................. 48 

Table 4-9 Inter-item correlation analysis for appraisal interview .......................................... 49 

Table 4-10    Inter-item correlation analysis for pay for performance ................................... 49 

Table 4-11  Inter-item correlation analysis for personal development .................................. 50 

Table 4-12 Inter-item correlation analysis for employee satisfaction .................................... 50 

Table 4-13 Inter-item correlation analysis for adherence to schedule ................................... 51 

Table 4-14 Inter-item correlation analysis for output quality ................................................ 51 

Table 4-15 Inter-item correlation for dependent variable ...................................................... 52 

Table 4-16 Pearson’s correlation for hypothesis 1 ................................................................. 53 

Table 4-17  Pearson’s correlation for hypothesis 2 ................................................................ 53 

Table 4-18 Pearson’s correlation for hypothesis 3 ................................................................. 53 

Table 4-19 Pearson’s correlation for hypothesis 4 ................................................................. 55 

Table 4-20 Pearson’s correlation for hypothesis 5 ................................................................. 55 

Table 4-21 Pearson’s correlation for hypothesis 6 ................................................................. 56 

Table 4-22 Pearson’s correlation for hypothesis 7 - I ............................................................ 57 

Table 4-23 Pearson's correlation for hypothesis 7 - II ........................................................... 58 

Table 4-24 Summary of Pearson's Correlation Values .......................................................... 61 

 

 

 

 

 

 



x 

 

LIST OF ABBREVIATIONS 

 

HR  Human Resource 

HRM   Human Resource Management 

ICT  Information Communication Technology 

ICTA  Information and Communication Technology Agency of Sri Lanka 

IEEE                 Institute of Electrical and Electronics Engineers 

IT  Information Technology 

PA  Performance Appraisal 

 

 

 

 

 

 

 

 

 

 


