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Abstract- This paper aims at investigating the usefulness of
performance appraisal system in Indian public sector banks in
regard to the effects of such systems on the motivational levels
of employees, their perception of fairness as well as the general
productivity of the organisations. The research implements a
mixed-method design with the help of surveys of 60 bank
employees and finds that the main gaps include the lack of
frequent feedback, a perception of biases, and the poor
connection between appraisals and rewards. Although a part of
the respondents admitted that they saw clarity in performance
expectations and had a chance of discussion, a lot of them were
not satisfied with the fairness and the level of motivation of the
existing appraisal practices. The results point to a conclusion
that requires constant feedback systems, uniformity of appraisal
scales, and greater connection between the results of appraisal
and the growth of the employee. The recommendations are
meant to create more transparency, less subjectivity, and a
performance-oriented culture in these banks, which in turn
would help improve the level of employee engagement and
institutional performances in the competitive banking industry.
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I. INTRODUCTION

The performance appraisal systems (PAS) play one of

the essential roles in the human resource management

as they are the systematic methods of appraising the

performance of the employees and leading the
organisations through their assessed needs. In the banking
industry, especially in the Indian public sector banks (PSBs),
these systems are important in the management of a huge and
diverse workforce that is charged with the obligation of
providing essential financial services to the nation. Changes in
the banking sphere in India characterized by growing
competition, regulatory changes and technological improvement
has increased the significance of performance management
practices in order to build accountability, motivation and focus
of the employees to the organizational objectives.

The rationale of the current research is based on the fundamental
role that performance appraisals play in evaluating job
performance, determining the strengths and weaknesses as well
as guiding decision making on promotions, training and
awarding. The Indian PSBs have been using the formal appraisal
in the past which in most cases was characterized by yearly
appraisal and bureaucracy. Though these systems are meant to
facilitate meritocracy and career development in the profession,
several issues including subjectivity, low transparency and rare
feedbacks have been cited which in turn may negatively affect
the effectiveness of the systems and its consequences on
employee morale.

This study solves the problem which lies in the fact that the
designed purposes of performance appraisal systems in Indian

public sector banks and their actual results seem to be disjointed.
Even though these systems are widely used, a number of
employees believe that they are biased, inconsistent and not
connected enough with concrete rewards or developmental
experiences. This detachment may result in declined motivation,
decrease in job satisfaction as well as organizational
commitment which in the long run will influence the efficiency
and competitiveness of the banks in question. These issues need
to be understood in designing fair and effective appraisal
systems aimed at improving the performance of the employees.

The paper is driven by the following objectives; to analyze the
design and practices used in carrying out performance appraisal
in the Indian PSBs; to determine employee perception regarding
fairness, transparency, and motivational effects of the appraisal;
to determine the correlation between outcome of appraisal and
employee attitude; and to establish the areas of improvements
that can help to consolidate performance appraisal systems.
Through the realization of these goals, the study will be expected
to offer practical recommendations that could help policy
makers and the management of these banks to perfect appraisal
procedures.

Some of key research questions will be as follows: What are the
current practices of performance appraisal in Indian public
sector banks? What do the employees think about the justice and
accurateness of these systems? How do he results of appraisal
affect motivation and job satisfaction? What are the obstacles to
implementation? So what can be done to make these systems
more useful to the development of the employees and the
performance of the organizations?

This study is important in that it will form part of the literature
and lead to the actual practice of human resource management
in the banking sector of India. It fulfils a research gap in the
empirical study with regard to appraisal systems of PSBs, and
provides evidence based recommendations in regard to
improvement of transparency, fairness, and development
orientation of appraisal systems. To the practitioners, enhanced
appraisal systems may bring about higher employee
participation, an improved retention of talents and convergence
of personal and organizational ambitions which are essential to
operating in the volatile banking ecosystem.

The study is restricted to Indian public sector banks and more
specifically on the perceptions of the employees as collected by
way of surveys. Although it offers meaningful insights, the study
admits several limitations such as a small sample size, the use of
self-reported data, absence of managerial views. Also, results
cannot be projected to the private or foreign banks or other
organizations of the public sector. Nevertheless, the study
provides significant foundation to a future research, as well as
real-life changes in the practices of performance appraisal in
Indian PSBs.
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II. LITERATURE REVIEW

It is not a secret that performance appraisal systems (PAS)
have always been considered as one of the most important
constituents of human resource management, serving the
purpose of employee performance assessment and
organizational performance promotion. This is the case because
the development of PAS witnesses the move to abandon the
traditional rating scales in favor of more holistic and dynamic
systems that involve the continuous feedback, multi-source
evaluations, and goal alignment (DeNisi & Murphy, 2017). The
banking industry is one of the areas where performance of the
employees is directly related to the quality of service and
compliance with the regulations, therefore, baking appraisal
systems is essential. The Indian public sector banks (PSBs)
traditionally use well-organized, yearly appraisal system which
has its base on the bureaucratic traditions. As noted by Pattnaik
and Pattanaik (2024), the purpose of these systems is to foster
the principle of accountability and merit-based advancement,
but issues of subjectivity, the absence of transparency, and low
levels of developmental nature are still present. PSBs are also
characterized by the inflexible hierarchical culture which in
most cases causes the evaluation to be based on managerial bias
and seniority lists instead of the actual performance indicators
(Shrivastava & Purang, 2011). More so, the low frequency of
the appraisals limits the timely feedback to the employee, a
factor that is critical towards continuous improvement of the
employee. On the contrary, banks in the private sector have more
regular and involved appraisal systems, such as 360-degree
feedback and management by objectives (Dhawan & Verma,
2022). This disDeviation is a factor in making the employees of
private banks more satisfied and motivated, which highlights the
necessity of change in PSBs. Technological opportunities to
increase accuracy and minimize rater biases through the
involvement of technology and data analytics into PAS also
exist, yet Indian PSBs are not keeping up with the technological
innovations because of infrastructural and cultural limitations
(Ruiz & Sirvent, 2018; Khandelwal, 2024). Goal-setting theory,
equity theory, and feedback intervention theory form theoretical
models that explain how PAS work to affect employee
motivation and organizational outcomes (Aguinis, Joo, &
Gottfredson, 2011; Barbosa, Farndale, & Paauwe, 2021). Giving
an example, the equity theory holds that, the sense of fairness in
the appraisal systems is essential to the continued commitment
of employees, which is normally sacrificed in PSBs. The
literature therefore points out that a desirable combination of
objective criteria, frequent feedback, and transparent
communication should be applied in the effective PAS so as to
streamline  performance management within  banking
institutions.

These are the problems and constraints of performance
appraisal in the Indian public sector banks, which are
sufficiently represented in the academic discussion. According
to Shrivastava and Purang (2011), the major obstacles include
subjectivity of managers, absence of definite performance
benchmarks and the presence of organizational politics. These
problems make employees dissatisfied and decrease the
plausibility of appraisal results. The existence of unions and
strict labor regulations also makes it difficult to establish merit-
based appraisals since guarantees against negative ramifications
of bad performance may decrease motivation to perform better
(Khandelwal, 2024). Furthermore, the influence of culture (large
power difference and respect of authority) does not contribute to
open communication, thus reducing the opportunity to receive
constructive feedback (Sulthana, 2023). Indeed, research

findings also indicate that the results of appraisal in PSBs are
generally loosely connected with rewards, promotions, or
training chances, which damages their strategic worth (Dhawan
& Verma, 2022; Abhishek, 2021). Shifting to the modern
paradigms of performance management, which implies the use
of a constant feedback and employee engagement, as well as the
incorporation of technology, is resisted in PSBs because of the
deep-rooted bureaucracy and infrastructural poor performance
(Rattan & Maheshwari, 2010; Grote, 2022). The comparative
studies prove that greater flexibility, transparency, and
developmental nature of systems allow the private and foreign
banks to ensure better appraisal effectiveness that Indian PSBs
can replicate to improve employee motivation and overall
performance (Singh, 2021; ResearchGate, 2023). Nevertheless,
the recent literature demands the restructuring of PAS in Indian
PSBs to be able to accommodate behaviorally anchored rating
scale, multi-source feedback, and digital tools in order to reduce
the bias and enhance precision (Pattnaik & Pattanaik, 2024).
Moreover, it is considered important to implement the culture of
open communication and developmental orientation, which
should enhance acceptance and trust in appraisal systems
(Barbosa et al., 2021). These problems are important to be
addressed so that the Indian public sector banks can retain
talents, enhance their productivity, and survive in a highly
changing financial environment.

III. RESEARCH METHODOLOGY
The research design that will be used in this proposed research
on the effectiveness of performance appraisal systems in Indian
public sector banks is mainly descriptive research design which
will be systematic in terms of exploration and analysis of
perceptions of employees and their experiences with the systems
of performance appraisal that are currently operational. The
cross-sectional research design has been used to obtain
information at one particular time of a representative sample of
employees in various public sector banks so that the results of
the study would mirror the current situation on appraisal practice
and attitude. The instrument used in the collection of data was a
structured questionnaire which was prepared based on an
extensive examination of related literature in order to cover
some critical constructs that include an examination of fairness,
transparency, feedback frequency, motivational effect, and
correspondence to rewards. The survey instrument along with
the five-point Likert scale used the phrases ‘Strongly Disagree’
to ‘Strongly Agree to measure the degree of concurrence of the
respondents with the statements about the appraisal system
dimensions. Validity and reliability were to be increased by
having the instrument reviewed by academic experts and human
resource professionals as well as pilot-testing with a sub-group
of bank employees after which some questions were refined in
terms of clarity and relevance. The sampling method was non-
probability purposive sampling and the employees who have
experienced the appraisal system, clerical staff, officers, and
middle management were purposely sampled hence making the
sample diverse in terms of position held, as well as experience.
The sample size was 60 respondents which are manageable but
sufficient to conduct a meaningful descriptive statistical analysis
and to obtain an insight about different perspectives among
banking workforce. Descriptive and inferential statistics were
used in data analysis; descriptive statistics (frequencies,
percentages, means and standard deviations) were used to
describe general trends whereas inferential statistics (Chi-square
and ANOVA) were used to test relationships and differences
among demographic subgroups. The responses were prepared to
be analyzed by data coding and cleaning up, and the statistical
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software (SPSS version 25) was used to make it easier to work
with data and visualize it with the help of tables and charts. The
ethical consideration was followed closely and the anonymity of
the participants was ensured as well as the informed consent was
signed, hence the participation was voluntary without any form
of coercion. The respondents were informed about
confidentiality treatment and the academic use of data only. The
shortcomings of the methodology which consist in a self-
reported data used and the risk of response bias were noted and
efforts to reduce the threats of this approach (anonymity, neutral
wording of questions) were utilised. On the whole, the research
design is strong and suitable to fulfill the purpose of the study
that would allow conducting an empirical investigation of the
performance appraisal effectiveness in the Indian public sector
banks by using the systematic data gathering, analysis, and
ethical conduct of the research.

IV.DATA ANALYSIS AND INTERPRETATION

In this chapter, the author provides the results of the research
containing the data collected among 60 employees in various
Indian public sector banks on the issue of how effective their
performance appraisal systems are. The data analysed centre on
demographic data of the employees, attitudes on the fairness of
the appraisal system, frequency of feedback, and the
motivational value of the appraisal results. The responses are
summarized with the help of descriptive statistics as well as
presented in tables to demonstrate some important findings.
Table 1: Demographic Profile of Respondents

Category Frequency :’oir)centage
Age 20-30 years 15 25.0
31-40 years 20 333
41-50 years 15 25.0
Above 50 years 10 16.7
Gender Male 38 63.3
Female 22 36.7
Job Role Clerical Staff 25 41.7
Officers 20 333
Middle
Management 15 250
Year§ of Less than 5 18 30.0
Service years
5-10 years 20 333
Above 10 years 22 36.7

B Frecuangy W Farcenmagd (%)

Graph 1: Demographic Profile Distribution (Pie Chart)
Interpretation:

The demographic responds to a varied respondent base with the
majority of them falling in the age bracket of 31-40 years
(33.3%), which represents mid-career professionals. Gender
wise, majority are males (63.3%), as is the case with the
workforce in Indian PSBs. Job positions range between clerical

and middle level management, and this enables a clear overview
of the whole organizational levels. The distribution of years of
service is comparatively even, which provides an opportunity to
learn the dominant perspective of new workers and the veteran
one. This variety increases the representativeness and validity of
the further findings.
Table 2: Perceptions of Fairness and Bias in Appraisal
Frequency Percentage (%)

Strongly Disagree 8 13.3
Disagree 12 20.0
Neutral 15 25.0
Agree 18 30.0
Strongly Agree 7 11.7

Stromghy Agres Aongh Disepes

T
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Graph 2: Perceptions of Fairness and Bias in Appraisal (Pie
Chart)
Interpretation:
In the perception of fairness and lack of bias in the appraisal
process, about 41.7 percent of the respondents agree or strongly
agree (agree + strongly agree), but 33.3 percent disagree or
strongly disagree, which is an indicator of a significant appraisal
process subjectivity and favoritism perception. The large neutral
category (25%) could be evidence of ambivalence, or it could
reflect a reluctance to say negative things openly. The divisive
perception highlights the decisive issue of PSBs to amplify
openness and objectivity in appraisal mechanisms to develop
trust and acceptability among the employees.
Table 3: Frequency of Feedback Outside Formal Appraisal
Frequency Percentage (%)

Strongly Disagree 18 30.0
Disagree 15 25.0
Neutral 10 16.7
Agree 12 20.0
Strongly Agree 5 8.3

Svoegly Agres
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Graph 3: Frequency of Feedback Outside Formal Appraisal
(Pie Chart)

Interpretation:

Half of all employees (55%) disagree or strongly disagree that
they get frequent feedback beyond the formal annual appraisal,

© 2025,]JSREM | www.ijsrem.com

DOI: 10.55041/IJSREM50560 | Page 3


http://www.ijsrem.com/

VOLUME: 09 ISSUE: 06 | JUNE - 2025

INTERNATIONAL ]OURNAL OF SCIENTIFIC RESEARCH IN ENGINEERING AND MANAGEMENT (I]SREM)
SJIF RATING: 8.586

ISSN: 2582-3930

and there is a huge gap in terms of on-going performance
conversation. feedback is perceived as timely and frequent by
only 28.3 per cent of respondents, indicating mainly a traditional
appraisal system with an emphasis on yearly appraisals. The
absence of continuous feedback can restrain the possibilities of
the employees to improve in real-time and decrease the
motivating value of the appraisal system. This gap is imperative
to address in order to make the workforce more engaged and
high performing.

Summary

Data analysis reveals a changing picture of the beliefs of the
effectiveness of the performance appraisal system in the public
sector banks of India. Although the demographic diversity
boosts the strength of the study results, issues on perceived
fairness and frequency of feedback remain a challenge. A certain
degree of perceived fairness indicates that it is necessary to
increase the transparency and decrease the subjectivity, and the
rare feedback indicates the necessity to switch to the continuous
performance management models. These findings form a
formidable empirical background of proposing reforms that
could be applied to ensure better motivation, satisfaction, and
organizational performance of employees.

V. DISCUSSION
The results of the present research allow one to appreciate the
detailed image of the efficiency of the performance appraisal
system (PAS) in the Indian public sector banks and identify the
positive aspects of the current system and its essential gaps.
Although it is encouraging that a sizeable percentage of
employees agree that there is some clarity on performance
expectations as well as opportunities to discuss the outcome of
appraisal, there is still a lot of discontent on fairness,
transparency, and motivation effect of appraisal process. The
sense of bias and subjectivity, which was experienced by about
one-third of the respondents, destroys the trust in the system and
damages its legitimacy as a performance management tool. In
addition, the low frequency of feedback outside formal annual
appraisal, which is shown by more than a half of the
respondents, demonstrates a constant presence of the traditional,
bureaucratic models of appraisal that do not assist in the ongoing
employee improvement. The shortcomings prevent performance
correction in time and reduce the motivational value of the
appraisals leading to a disengaged workforce that is less
sensitive to the organizational priorities. When compared with
extant literature, it can be seen that these difficulties are in line
with the reported problems in Indian PSBs, and when contrasted
with the private sector banks, these are static, less participative,
and technology-laggard in terms of appraisal systems that result
in lower employee satisfactions and performance. The deep
rooted culture of bureaucracy, hierarchy and structure of
organization and regulation which is a feature of the public
sector banks makes it even difficult to incorporate more
contemporary forms of appraisal. It is however notable that there
is a high agreement among the employees on the necessity of the
improvements which highlights an organizational willingness to
accept reforms. All of the Indian PSBs need to focus on the
adoption of the continuous feedback process, adoption of
uniform and clear performance standards, as wellas on the
creation of the culture of open communications and
transparency to improve the PAS effectiveness. Also necessary
is the combination of the results of the appraisal and other
tangible rewards, promotions and developmental needs in order
to re-enforce the element of motivation and meritocracy. The
performance evaluations that are objective, timely, and data
driven could be further supported by investment in managerial

training, and technological infrastructure. Taken together, these
modifications can, on the one hand, turn performance appraisals
into a formality, and, on the other, make performance appraisals
strategic human resource tools that can engage employees,
increase their productivity, and help Indian public sector banks
to position themselves better in a fast-changing financial
environment.

VI. CONCLUSION AND RECOMMENDATIONS

To sum up, this paper has critically analyzed the efficacy of
performance appraisal systems in the Indian public sector banks
and it was noted that the situation is quite complicated as along
with the strengths that form the basis of performance appraisal,
there are also some glaring weaknesses. Although a general level
of clarity of performance expectations is realized by the
employees and although the majority of them realize that the
appraisal discussions do take place, concerns about fairness,
transparency and motivation effects of such systems are still
widespread. The results point to a rather high level of perceived
bias and subjectivity, as well as to rarely used and late feedback
systems that reduce the potential of appraisals to act as launching
blocks to continually better performance and employee
engagement. This disjuncture between the desired goals of
appraisal and the real life experiences implies deep-rooted
bureaucracies, hierarchical organizational settings and poor use
of technology as is the case with the public sector banking
institutions. In order to overcome those, the Indian public sector
banks urgently need to implement a large-scale reform and focus
on replacing the old and yearly appraisal systems with the newer
version of continuous performance management framework that
allows more regular and productive feedback and constant
communication. Rater bias can be largely decreased by standard
setting and clearly communicating performance standards
through use of behaviorally anchored rating scales and multi-
source feedback systems which are perceived to increase
fairness. Also, to foster the motivation of the staff and to enforce
the principles of meritocracy, it will be necessary to create a
clear connection in the minds of the employees between the
results of the appraisal and the concrete reward, promotion, and,
professional growth opportunities. It is also important to invest
in managerial capacity-building initiatives to teach supervisors
how to conduct objective assessment and communicate in a
compassionate manner so that the culture of perceiving
appraisals as a developmental (as opposed to punitive) process
could take root. No more delays and discrepancies in
performance monitoring will be allowed due to the
incorporation of the latest HR information systems and data
analytics permitting more precise, real-time performance
monitoring to enhance the decision-making and administrative
efficiency. These strategic interventions collectively can make
the performance appraisal systems a powerful tool not just to
improve the individual employee performance, but also to make
the bank perform effectively in terms of talent retention,
organizational effectiveness and competitive edge in the ever
changing and technology oriented banking sector. These
advancements are critical in the context of the public sector
banks because they occupy a central place in the economic
system of India and, therefore, the maintenance of institutional
resilience is important to achieve overall developmental goals.
Lastly, though the present study makes important contributions,
it also points to the need of future studies that cover larger
sample sizes, management point of view and studies of a
longitudinal nature so as to further streamline performance
appraisal systems in the Indian state run banking industry in
relation to the special culture and functioning of this sector.
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