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ABSTRACT
The purpose of the survey was to investigate the extent of performance appraisals in
measuring performance of an organization. The study will be guided by the following
research questions; how does the objective- based appraisal influence organizational
performance? What is the effect of 360 degree appraisal on organizational performance?
And how does the numerical rating scale influence organizational performance.
A descriptive research was used and the research used questionnaires to collect data. The
target population was 50 respondents from KPMG. 50 questionnaires were distributed and
only 42 were filled and returned. Data was analyzed using both descriptive and inferential
statistics by using SPSS and the results were presented in figures and tables.
Staff agreed to a large extent that objectives set to achieve organisational goals are clearly
understood and also to a large extent, objectives set are aligned to organisational goals. It
was also revealed that the performance appraisal system also helps identify the strengths
and weaknesses of the employee. The respondents also agreed that evidence of performance
is well documented and available for reference if needed. A regression analysis done
between variables of objective based appraisal on organizational performance revealed that
91.6% of the variation in performance was caused by variations in objective based
appraisal.
From the findings, respondents agreed that objective based appraisals contribute to
organizational performance. Majority agree that 360-degree feedback is objective and that
360 degrees review are aligned to achievement of organisational goals. It was also agreed
that areas of improvement identified in a 360 degrees evaluation are applied for selfdevelopment only and not to assign ratings. A regression analysis was done and it was
revealed that 89.4% of the variation in performance was caused by variations in 360 degrees
Appraisal.
It was established that the performance manager is impartial when assigning ratings. Staff
also agreed to a small extent that the numerical rating scale is fairly assigned. It was agreed
to a large extent that performance ratings contribute to a motivation to achieve organisation
goals and job satisfaction, respondents agreed that accurate and specific feedback is
received from the performance manager on past performance and that the consequences for
receiving each numerical rating are clear. A regression analysis was done and the findings
iv

revealed that 87.8% of the variation in performance was caused by variations in numerical
rating.
The study concluded that at KPMG objectives set to achieve organisational goals are clearly
understood and such objectives are aligned to organisational goals and involves employee
participation in the process of setting objectives.Objective based appraisal greatly affect
performance although employee getting involved in the process of setting objectives does
not impact on organization performance. It was also concluded that there is a lack of clear
understanding about differentiation of the numerical scale 1-5. At KPMG numerical ratings
has offered an atmosphere to motivate high achievers and also acts as a motivation for
improvement of performance for a member of staff. Numerical rating affect organizational
performance. The members who take part in 360 feedbacks are representative of the
organisational stakeholders and the firm has an existing mechanism of capturing and
storing evidence for future use. 360 degrees has a great impact on organizational
performance.
The study recommended that KPMG needs to continue reviewing goals to reflect the
dynamic business environment. There is a need proper documentation to ensure area of
reference if needed. KPMG should ensure objectivity of 360 degree feedback and the
reviews need to be better aligned to the firm achievement of its goals. While using 360
identifies areas of evaluation, they should ensure that required follow up is done and the
mechanism of capturing and storing evidence for future should be fully understood by all.
KPMG has to ensure performance manager continue impartiality when assigning ratings
and while performance ratings contribute to a motivation to achieve organisation goals and
job satisfaction staff need to be encouraged that other factors also come into place when
analysing the firm’s performance.
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CHAPTER ONE
1.0 INTRODUCTION
1.1 Background of the Problem
The current economic atmosphere characterized by globalization, deregulation of markets
and constant change in customer and investor demands, competition has become vital for
the survival of any organization. Competitiveness is the core of any business organization
(Denisi & Pritchard, 2006). The market experiences savage competition and only those
who offer better products than the best will survive. Baylis, Gray, and Wirtz, (2016) agree
that in the contemporary markets, organizations must incessantly improve performance
through cost reduction, product, and process innovation to improve quality, productivity,
and speed to market. However, according to Dutta and Lawson, 2009 there is a new avenue
for firms to gain competitive advantages in the market. Through the organization's greatest
asset, that is the human resource. Managing the workforce is vital in improving competence
and performance through increased individual performance. Executives understand that the
ability of an organization to achieve its targets is its competitiveness especially through is
labor force.
An improvement in the performance of an organization accrues when its workforce is
competent and performs at an optimum level (Bernardin & Wiatrowski, 2013). Walker,
Damanpour, & Devece, (2011) argue that the new interest in the human resource as a
strategic lever has a significant economic effect on the firm and there is need to shift the
focus to value creation. Performance appraisal and management are the essences of
organizational growth. A performance evaluation is a systematic process through which
managers

determine

job-relevant

strengths

through

measurement, and development (Kuvaas, 2006).

identification,

observation,

It helps identify weaknesses in

employees, measure and then developed. An accurate appraisal helps to diagnose the level
of job performance through integrating human resource policies with the firm's strategic
plan. Training and development programs are conducted to ensure that each task
description is executed efficiently to improve the performance level of the human resource.
Performance appraisals allow managers to make appropriate adjustments in the current
performance levels. Performance management is a crucial tool for directors to advance
competitiveness for their organization through creating a competitive edge with a highly
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skilled labor force (Cameron, 2001). Through training and development, employees can
perform efficiently and prepare for future challenges (Thurston, Wells, & McNall, (2010).
Through performance appraisals, managers are also able to make decisions on
compensation adjustments and promotion for their human resource (Walker, Damanpour,
& Devece, 2011)
Performance appraisal is a formal and systematic assessment of the performance of
employees by managers and directors to understand the labor force regarding abilities to
further growth. The process involves managers measuring and evaluating job-related
behaviors of their employees and the outcomes to determine the level of employee
performance and explanations and ways to improve the current levels of performance in
future for the benefit of the organization (Walker, Damanpour, & Devece, 2011). The
appraisals take a systematic approach where supervisors measure employee's remuneration
against set targets and plans (Kuvaas, 2006). Directors then take into account factors
influencing the results of the appraisals from the employees. The employers are then in a
position to guide their labor force to improved performance. Kate (2008) argues that the
primary purpose of the process is to at identify and manage the performance of the
organization.
Identification during the process of appraisal allows the manager to determine what areas
of the job should be examined when measuring performance (Walker, Damanpour, &
Devece, 2011) Measurement is at the core of the assessment system (Murphy, & Cleveland,
1991). It involves checking the strengths and weaknesses of employee performance and
management of the process means that the system should be future oriented by giving the
resource feedback to provide guidance and higher performance levels in future (Bernardin,
& Wiatrowski, 2013).
When properly conducted, performance appraisals have several key roles in the
organization. They have used administratively to base decisions like transfers, promotions;
demotions, termination, and rewards (DeNisi & Pritchard, 2006).They are also used to
identify the need for training for the human resource and the areas that require further
development and training. Directors also use them to form a basis for constructing a system
for rewards and bonuses, provide feedback on performance for the employees, and improve
supervision since the supervisor is aware of the subordinate's performance. Since
2

promotion or bonuses are awarded using the outcomes of the appraisal, it guarantees
fairness and reduces grievances among employees (Simmons & Iles, 2001). Managers and
directors can also use it to evaluate the effectiveness of early stage processes like
recruitment, selection, and induction in the organization (DeNisi & Pritchard,
2006).Finally; the appraisals also serve as a tool for motivation as targets achieved are an
indicator of the efficiency of an employee. It, therefore, motivates employees to perform
better and improve their appraisal index.
Organizational performance is an analysis of a firm's performance in comparison to the set
goals and objectives. According to Walker, Damanpour, & Devece, (2011) it is the actual
output measured against the intended output of the organization. Key factors like financial
performance, market outreach, and shareholder value performance are analyzed to
determine the actual performance (Simmons & Iles, 2001). In some cases like
manufacturing product capacity performance may also be put into consideration. Watson
(2016) agrees that organizational performance has to be measured as the overall
effectiveness of a firm in meeting identified needs of departments in the company but
emphasizes that the efforts should also focus on the ability to improve its capacity to
address those needs adequately continuously.
Organizational performance engages a set of persistent activities, towards set targets, and
formulating suitable modifications to accomplish the set aims efficiently (Thurston, Wells,
& McNall, (2010). The recurring activities are often the primary role of leaders in
organizations. As a leader in an organization's hierarchy, it is imperative to know the
determinants of organizational performance (Watson, 2016.) It allows managers to identify
the key factors to prioritize to develop organizational performance. The analysis should
enable managers to address deficiencies and use the information gained to improve the
company systems when it comes to customer service, investor demands and employee
motivation (Rock & David 2015) A comprehensive analysis of organizational performance
allows the firm to improve their performance in the present and stay relevant for the future.
The definition assumes that the company has control over all factors and it can adjust to
achieve improved performance. The definition has received heavy criticism for considering
a narrow view of the issue. Rock and David (2015) criticize most studies for defining
organizational performance as a variable dependent. The definitions seek to recognize
3

variables that result in variation in performance. However, such explanations ignore the
fact that performance advantage, is competitively unstable, performance is surrounded by
casual complexities and using data based on the memory of employees has its limitations
as it is biased and often inaccurate (Bersin, 2013) Since these barriers are well known,
acknowledging them but ignoring their contribution is not a wholesome definition (Schuler,
Farr & Smith, 2013). Inadequate supervision and training, lack of intelligence among
workers, or low standards, though contribute to low performance are not the only
contributing factors. However, the varying definitions of organizational performance agree
that to maximize, and the company has output, it is important to put its employees first.
KPMG is a professional service company and is ranked as one of the big four professional
services company alongside Deloitte, Ernst & Young, and PWC. It has its headquarters in
Amsterdam and has over 189,000 in its employ (kpmg,com/ke, 2017). KPMG International
is registered as a multidisciplinary entity with national firms in different parts of the world.
The national companies are independent legal entity. However, they are members of
KPMG International Cooperative.
KPMG provides audit, duty, and consultative services. The company works with their
clients to alleviate risk for their finances and seize opportunities. For the purpose of this
research paper, we will look at KPMG East Africa (kpmg.com, 2017). The East African
practice comprises Kenya, Tanzania, Uganda, and Rwanda. Additionally, though it does
not have branches in the countries, it provides services to the Republic of Congo, Ethiopia,
Somalia, South Sudan, Burundi, and Eritrea. KPMG East Africa collaborates with more
than twenty-one partners and has more than 1000 professional employees. The Nairobi
office in Kenya serves as a regional coordinating headquarters, which provides networking
and technical support to facilitate delivery of services on a timely basis and exceed client's
expectations (kpmg.com/ke, 2017).
Globally, companies recognize that business and talent strategies are closely connected and
that management and employees are essential to achieving high organizational performance
(Cappelli, 2011). KPMG International recognizes these fundamental factors in improving
performance. For two consecutive years, 2015 and 2016 KPMG is acclaimed as the highest
developing firm among the big four. In a survey conducted in March of 2016, the company
indicated a 14.8 percent augment, which translated billions in increased revenue
4

(kpmg.com.) When asked, the firm's management team cited strategic investments in
human resource, essential services and markets and innovation. Regionally, the firm
focuses on workforce capabilities and develops strategies for attraction, development,
motivation, retention, and management of people with the right skill set for the job (Salleh,
Amin, Muda & Halim, 2013). KPMG Kenya recognizes the vital importance of making its
human resource a priority and developing them through training and compensation.
1.2 Statement of the Problem
Performance appraisals are a critical component of human resource management. Recent
years have seen an increase in their use among organizations motivated by the desire to
drive employees' behaviors and attitudes and ultimately the team's performance.
Establishment of goals and objectives at the beginning of financial years for organizations
provide employees with clear performance targets and enables the managers to monitor
performance during the cycle. Performance appraisals help reinforce good performance,
alert managers to the need for training and development in certain areas or the need to offer
assistance to a poorly performing personnel and establish systems or reward and
promotions all geared towards improving performance.
Two separate Studies one conducted by Hwang and Min (2001), and the other by Kansal
and Singh (2011) focus on the effects of performance appraisals on organizational
performance and both conclude that the system motivates employee’s attitudes towards
improved performance. Another study conducted by Bhattacharya, Momaya & Iyer
focused on performance evaluations as a strategic management style and found that
performance appraisals formed a balanced approach to managing issue of performance in
organizations. Two more studies one by Hult, Morgan, Mithas, and Fornell, the other by
Greenan and Lorenz focused on the effect of performance appraisals on perceptions of
organizational, market performance of the firm, and concluded that the single most
significant variable affecting corporate performance was training and development, which
is a role of performance appraisals.
The study is different from other existing studies as it focuses on an organization with
renowned performance ethic, KPMG. The study concentrates on the impact performance
appraisals has had on the fulfillment of the organization. The scope of the survey is also
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broad to allow the researcher the chance to collect more information needed to answer the
research questions for the study.
1.3 Purpose of the Study
The purpose of the survey is to investigate the extent of performance appraisals in
measuring performance of an organization.
1.4 Research Questions
1.4.1 How does objective - based appraisal influence organizational performance?
1.4.2 What is the effect of 360 degree appraisal on organizational performance?
1.4.3 How does the numerical rating scale influence organizational performance?
1.5 Significance of the Study
1.5.1 Academicians and Researchers
The meaning of this study to academicians and researchers is that it helps determine the
knowledge among the public and what points the researcher may want to make known and
emphasize to the audience. The study contributes to ascertain if the ideas put forward in
this research are supported by previous studies. It also helps to build and improve
knowledge in the study of organizational performance while narrowing the knowledge gap
on the effect of performance appraisals on performance of organizations.
1.5.2 Government Policy Makers
There is often a concern about existing policies and their ability to meet current and future
challenges. Strong policies make for stable governments and prosperous countries. Failed
policies cost the state a significant amount regarding monetary or otherwise and have
potential to stunt economic growth. The research conducted in this study provides decision
makers with adequate information on performance appraisal and organizational
performance to improve existing policies and their functions. The study also allows
decision makers to define, rationalize, and develop policies for organizations to improve
economic growth.
1.5.3 KPMG Kenya
Research has a vital role in the success of organizations. Companies often invest heavily in
research and development because innovation of product and improving services is critical.
The study allows KPMG to achieve a competitive edge in the market by increasing the
6

available knowledge on how to improve their performance and hence raise their market
value. The relevant knowledge provided by this research helps improve organizational
performance for the firm, in turn, increases profit margins, and improving company image.
1.6 Scope of study
This study was conducted in KPMG Kenya with a population of 800 employees with a
sample of 200 employees being surveyed for questionnaires. The biggest limitation to these
studies was resistance of unwillingness of workers to fill in the questionnaires. The
mitigation measure taken was to explain to the sample group that the information was for
research purposes only and that privacy of their information would be ensured.
1.7 Definition of Terms
1.7.1 Business Organization
An entity formed to carry commercial enterprise, which could be through provision of
goods or services to meet customer needs. The organization could comprise of an individual
or a group of people who collaborate to achieve set commercial goals (Shafer, Smith, &
Linder, 2005).
1.7.2 Competitive Advantage
These are conditions, which allow a business organization to achieve a favorable position
in the business market making the organization better and preferred by the consumers. The
conditions include a firm's ability to offer goods or services at a lower price or in a more
attractive manner to customers (Shafer, Smith, & Linder, 2005).
1.7.3 Leadership
It is the ability of the management team in a business organization to set and achieve goals
in changing and challenging circumstances and having the capacity to take decisive action
to deliver on product or services, outperform their competition and inspire their teams to
perform (Hughes, 2003).
1.7.4 Organizational Culture
It consists of beliefs, values, and assumptions shared by a firm and which govern people's
behavior in the company. The culture of a company dictates issues like dress code, job
performance, and even relations between administrators and subordinates (O'Reilly,
Chatman & Caldwell, 1991).
7

1.7.5 Organizational Performance
Organization Strategic Performance is a set of financial and nonfinancial indicators, which
offer information on the degree of achievement of set objectives and results. It comprises
the actual results of a company's success measured against the expected output (Walker,
Damanpour, & Devece, 2011)
1.7.6 Performance Appraisal
It is a formal and systematic assessment of the performance of employees by managers and
directors to understand the labor force regarding abilities to enable development of talent
and improvement of company's growth. The appraisals take a systematic approach where
supervisors measure employee's remuneration against set targets and plans (Walker,
Damanpour, & Devece, 2011)
1.7.7 Strategy
It is a pattern of decisions in a company that determines its objectives, and procedures in
the key policies and plans for achieving those goals (Baylis, Gray, & Wirtz, 2016). It
defines the business regarding the economic and human organization it is or intends to be,
and the nature of economic and non-economic contribution it intends to make.
1.8 Chapter Summary
The chapter highlights the background of the study by giving a conceptual link between
performance appraisals and performance in the introduction. It introduces the concepts of
performance appraisals and organizational performance in detailed accounts. The chapter
then presents the organization of study, KPMG through a company profile. The statement
of the problem links the dependent variable, organizational performance to the independent
variable performance appraisals. It also looks at existing studies, their focus, findings and
finally how this study is different from them. The chapter also highlights the purpose of the
survey, the questions that will guide the research and the significance of the study in theory
to academicians and researchers, in policy to the government and practice to KPMG. The
chapter concludes by providing a definition of terms section and a chapter summary.
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CHAPTER TWO
2.0 LITERATURE REVIEW
2.1 Introduction
This chapter presents the literature review in line with objective of the study which was to
investigate the extent of performance appraisals in measuring performance of an
organization. The section covers the scholarly articles guided by the specific research
questions which were: How does objective - based appraisal influence organizational
performance? What is the effect of 360 degree appraisal on organizational performance?
And how does the numerical rating scale influence organizational performance?
2.2 Objective-Based Appraisals and Organizational Performance
The use of objectives-based evaluation first became popular in the 1950's, widely advocated
by Peter Drucker. Management by objectives is outcome based. It measures performance
of the workforce by investigating the amount of achievement of preset goals of the
organization (Kirchmer, 2017). Typically, the goals are jointly set by both superiors and
subordinates. Once established, the employees are anticipated to conduct self-audit and
recognize the expertise required to accomplish the goal (Drucker, 2007). The process is
unique in that the employee doesn't wait for an external evaluation to determine his or her
strengths or weaknesses but monitors his or her progress. According to Drucker, involving
all teams in the goal setting process ensures better participation and commitment and
alignment of the objectives of the organization.
2.2.1 Management by Objectives
MBO aims to create a management structure of information with the ability to measure
actual performance and achievement against defined goals. Drucker (2007) set guiding
principles for the management by objectives method that gives an organization a process
involving top management, clear targets and trained management team who can implement.
According to Jean the purpose by appraisal method includes five steps in its execution
(Kerzner, 2017). The first involves the organization's management determining or revising
objectives across the board for the organization. The next step involves translating the goals
to the workforce (Kirchmer, 2017). In step three, the management is then tasked with
stimulating the participation of their employees by encouraging them to set goals in line
with the organizational goals. Step four involves monitoring the progress of the process.
9

The objectives set must measurable and timely which makes it possible to monitor the
progress. Finally, the progress is evaluated during which honest feedback is according to
the level of achievement.
Peter Drucker, never a manager himself, emphasized that the primary role of a manager is
to strive to achieve the best possible economic outcomes from the currently available
resources. By devolving the responsibility of achievement to the employees increases
commitment and gives the managers opportunity to focus on new ideas and innovation for
the development of the firm (Huczynski & Buchanan, 2010). He also argued that a primary
role of managers was to direct objectives. Such a strategy allowed managers not to lose
sight of their goals in the activity trap, where they get involved in their current activities
and lose sight of their original purposes. The management by objectives method was
boosted when it was declared an integral part of the strategic management style of HewlettPackard. The company policy mandated managers at all levels to develop goals and
integrate them into the company's overall strategic plan. The planning process involved
having written policies of the actions needed to achieve the set objectives (Stock &
Lambert, 2001). According to Bill Packard, one of the two founders of the company, the
management by objectives was one of the most successful management methods employed
by the company and praised it for being the antithesis of management by control (Kuvaas,
2006). Since the process involves stated an agreed upon overall objectives, it allows the
workforce the opportunity to work with flexibility towards the attainment of those goals in
ways determined best for their areas of responsibility. The process devolves the planning
process, which was traditionally handled by high-level managers only, to include both the
executives and the subordinates. Since it includes all the employees, it builds a commitment
to achieve the set goals (Wheelen & Hunger, 2011).The management by the organization,
in its implementation, demands that the team monitor a range of performance measures
which keep the activities of the firm in check to achieve the objectives. The primary purpose
of management by objective is to allow the organization's executives to alter the operations
of the business to keep them in check according to their aims.
2.2.2 Concepts in Management by Objectives
The core concept of management by objectives is planning, which allows the workforce to
be proactive as opposed to being reactive to mandates issued by the executives. According
to the management process, employees set measurable personal goals in line with the
10

organization's goals. The process is also supervised and managed by superiors to ensure
coordinated efforts in the organization as a whole (Jeston & Nelis, 2014). The goals are set
annually and continually monitored for progress. The management by objective process
has a distinct advantage of having the ability to identify and plan achievement of targets.
The planning process allows proactive behavior and a disciplined approach to the
attainment of goals (Armstrong & Baron, 1998). Such a program also allows the company
to prepare for risks that could hinder achievement of the goals. The goals set must be
measurable to ensure they can be assessed and adjusted according to changing
environmental circumstances (Aggarwal & Thakur, 2013). The process also enables an
organization to be more efficient in its ability to save resources while increasing the morale
of the workforce through comprehensive plans which involve even subordinates in the
planning process.
Management by objectives seeks to enhance organizational performance by streamlining
subordinate goals to support organizational goals (Kirchmer, 2017). The method allows
employees to have strong input in identifying their targets and the timelines allowed for
completion of their tasks. Since the process involves ongoing tracking and feedback,
organizational performance can be tracked and kept in check.
2.2.3 Critics of Management by Objectives
Though management by objectives enjoyed popularity as a style of management, it was
crippled by a constellation of problems. Department managers were forced to commit to
goals which they did not necessarily believe were realistic and it lead to making objectivity
and quantitative priority in favor of quality (Klinger, & Nalbandian, 2008). The
performance rating process also caused tension between supervisors and subordinates
necessitating that the process be done in confidentiality. Levinson (2003) argued that
though the objectives were set in collaboration, the individuals desires were absent from
the performance measurement system. The assumption of the management system assumed
that the objectives set were in alignment to those of the employees and in the case that they
were not, the employee had to adjust to the company’s needs. According to Levinson
(2003), there is a dire need to reform the performance management system. He argued that
the workforce is deeply motivated by tasks that challenge and excite them in the process of
achieving organizational goals.
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Implementation of the system of management by objectives needs to be rethought to reduce
the tension and resentment that it creates between managers and subordinates especially
because it determines promotions or salary increment (Levinson 2003). The executive team
needs to incorporate Fredrick Taylor’s findings of incorporating quality and job tasks that
challenge the employees keeping them motivated. Fredrick Taylor came up with a theory
of scientific management which developed techniques to improve the efficiency of the
work process. Taylor (2004) argued that to make the work process efficient, it needed to be
subdivided into the smallest possible units enabling the management team to determine the
most efficient method of completing the task (Sutherland & Canwell, 2004.) Instead of
setting objectives then setting achievement tasks for the employees, Taylor argued that an
organization’s executive team should determine the best practices for any particular tasks,
train workers on process to achieve the tasks in a pre-set way and arrange a structure of
compensation for enhanced output.
Taylor’s theory led to progress among organizations’ administration team in a time where
repressive administration was utilized. The MBO process improved and made effort to be
fair and reasonable and have the ability to predict performance and judge it better (Kanigel,
2005). The system also attempts to give the employees an opportunity to be self-motivated
by allowing them to set their own goals. The system concerns itself with having the
superiors and the subordinates prioritize the same goals in performance reviews and
achievement of objectives. However, it still fails to wholesomely consider the motivations
of the employees. To close the gap, the system should consider making a motivational
assessment. Every Management by Objective program should be examined as to the extent
it achieves conviction that the workforce has to be driven and manipulated, and fosters an
authentic partnership between employees and the organization (Sutherland & Canwell,
2004). Focusing on these areas allows management team to determine employee motivation
and improve performance. Appraisals should also be established for group action without
basing compensation on the particular appraisals (Daley, 2012). The rationale is that every
managerial job is interdependent and managers have a responsibility to one another and to
their superiors. Hence, overall performance should have priority over individual
performance.
The study is similar to existing study as it focuses on the function of Management by
Objectives as a tool to improve performance for business organizations by allying
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organizational aspirations and subordinate goals. The management system involves
frequent tracking and feedback through the process to reach the objectives (Daley, 2012).
The employees participate in setting their personal objectives in alignment with the
organizations goals. The difference between this study and other studies is that it recognizes
the gaps that exist in the use of Management by objectives as a performance management
system. To improve the system, the study suggests the executive team to conduct a
motivational assessment to establish the extent to which employees need to be driven or
urged and group action appraisal to evaluate performance of the organization as an
interdependent body as opposed to examining individual performance as autonomous to
other job roles.
2.3 360-Degree Appraisal and Corporate Performance
The 360-degree feedback is an assessment system where management teams solicit
information about their employees from workplace sources about employee behavior and
performance. The feedback often includes response from subordinates, peers, and
supervisors. It also includes self-evaluation by the employees. Lately, the appraisal method
has been mostly utilized for developmental purposes, giving employees an opportunity to
develop work skills and behaviors and also for performance evaluations and employment
decisions including promotion (Espinilla, de Andrés, Martinez & Martinez, 2013). The
appraisal method gives employees the opportunity to receive performance feedback from
his or her supervisors and peers. The evaluation method incorporates response from all who
observe and are affected by the fulfillment of a candidate. The feedback system can
automatically generate tabulated results and present them in a format that allows managers
to create a development plan (London & Beatty, 1993). The appraisal method allows
employees to be more productive in their roles and understand what areas need to be
focused on for improvement and even promotions. The process gives people the
opportunity to review a coworker on issues which they would otherwise be uncomfortable
giving feedback on in the event of a lack of anonymity (DeNisi & Kluger, 2000). The
insight received enables employees to determine other people's perceptions about their
levels of performance and give them an opportunity to adjust their behaviors and develop
skills that allow them to excel at their jobs.
As opposed to traditional performance evaluation methods which provided performance
feedback from the managers' viewpoint only, the 360-degree feedback provides an
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opportunity for employees, often managers, to receive an all rounded feedback from
coworkers, supervisors and sometimes even consumers (DeNisi & Kluger, 2000). The
appraisal system also focuses on the skills and contributions of the human resource
personnel in question. The goal is to provide employees with a balanced outlook of how
others view their participation in areas like teamwork, communication, leadership and
interpersonal interaction (Armstrong & Baron, 1998). The evaluation allows coworkers to
assess employee behavior on their ability to achieve and further organizational goals and
positive consumer influence as observed by team members. The appraisal method provides
with critical response and eliminates unnecessary information which would lead to an
employee feeling overwhelmed with data (London & Beatty, 1993). Some organizations
utilize electronically tallied appraisal methods reduce the tedious process of offline
paperwork.
2.3.1 Function of 360 Feedback
A sufficient 360 degree provides feedback that is comprehensive in its description allowing
the employees to have real areas of improvement to address. The process of introducing
and monitoring the appraisal process is vital to its success (London & Beatty, 1993). The
sample questions used in the review process must be carefully selected to include the job
qualifications and requirements of the employee to avoid cases of discrimination and to
focus the efforts of an organization into improving its performance. A successful 360degree appraisal system must be structured (Hughes, 2003). Since the feedback is given in
the form of a narrative, the lack of a structure could lead to employees giving a large number
of details which could, in turn, overwhelm the candidate with information on the areas that
need improvement. The structure must include specific behaviors of employee performance
allowing reviewers to only review on employee habits in question (Walker, Damanpour &
Devece, 2011). Otherwise, the reviewers provide too much information which leads to the
additional workload for the executive who must make a summary of all the feedback and
provide meaningful review to the candidate.
The 360-degree appraisal method only works if the process is tailored to meet the
organization's needs. It is critical to establish the fundamental processes like whether
instruments or forms are used and who participates in the reviewing process (DeNisi &
Kluger, 2000). An organization also has to take into account its culture for this form of
appraisal to work. The method works best when the organizational culture and climate is
14

one of trust and cooperation. The process is most effective when it is fully incorporated
into the work environment as a tool to sustain development to attain the organization's
vision, mission, and values. An efficient 360-degree appraisal process leads to development
in the areas of personal, performance and career improvement (Walker, Damanpour &
Devece, 2011). As a development tool, participating coworkers give honest and meaningful
feedback on which influence career growth, promotion, and compensation. Often, the
process is inhibited by a bias where coworkers are afraid that their negative feedback could
lead to termination or demotion of their colleagues (London & Beatty, 1993). It leads to
them giving average gravitating towards giving average scores so as not to seem biased if
they give an excellent score or afraid of the consequences of a poor rating. When the
process is used purely as a developmental tool, coworkers feel more confidence in giving
honest feedback to develop their team mates job skills. The 360-degree method of appraisal
is a highly useful tool for development and leads to improvement in organizational
performance as it gives employees the opportunity to receive feedback from people they
work directly and interact (Denisi & Pritchard, 2006). The appraisal is well rounded as
opposed to traditional performance appraisals which only consider the manager's feedback.
Since the method is non-evaluative and focuses on the strengths and weaknesses of the
employees, it can be forward looking and makes recommendation on the developmental
steps to be taken to improve employee job skills and organizational performance as whole.
2.3.2 Advantages and Disadvantages of 360 Degree Feedback
The 360 degree appraisal system has advantageous features to an organization when
performed right. The process improves feedback as it incorporates more sources. It
provides a well-rounded feedback gathered from peers, staff that report to the managers,
coworkers and supervisors which improve the integrity of the integrity of the feedback as
opposed to feedback from a single individual which could have personal bias. Since the
process involves more people, it saves the managers’ time that would have otherwise been
used to appraise their employees (Aggarwal & Thakur, 2013). The perceptions of the
coworkers are also important as it helps the manager understand how other employees view
them and their work ethic. The process is also used as a team development tool. The
feedback approach gives insight of coworkers about one another allowing the team
members to work effectively together (Kaur, 2013). The multi-rater feedback system also
makes team members accountable to one another because they are aware that they are
15

responsible to provide input about one another’s performance. An effective process also
improves communication among team members reducing conflict and improving overall
efficiency. The process also helps to develop personal and organizational performance
(Rashee, Khan, Rasheed, & Munir, 2015). Since the feedback is sourced from all levels of
employees who are indirect conduct with the participant, it helps both the executives and
subordinates to understand their performance from the perspective of coworkers and also
recognize the areas that they need to improve and develop.
360 degree allows an employee to be responsible for their career development. Since
organizations are not responsible in advancing employees growth, workers are able to use
the information from the appraisal process to make adjustment in performance and excel at
their job role (Kaur, 2013). The system of feedback has also been acclaimed as the most
accurate as it is more reflective of actual employee performance and it is more validating
than feedback received from supervisors alone making the information to the employee as
a strategy to improve their career. Since the feedback sources information from a large pool
of respondent, it reduces the risk of discrimination since the pool cuts across different races,
age and gender respondents (Donovan, 2014). The process improves customer service as
each employee obtains important criticism about the value of work they provide. The
criticism allows the employee to progress the comprehensiveness of their job role,
promptness to executing tasks, quality of delivery and reliability to performance. The
process also allows the executive team to gain comprehensive information about the needs
of the organization for training allowing them to plan for employee training and crossfunctional responsibilities (Šalkov, 2013). If the system could be used at recruitment level,
it would give employers a clear picture of their new recruits as they would have multi-rater
feedback from professors, former employers and even former coworkers.
Though the 360 feedback is highly recommended and proven efficient it does have its
downfalls that include a failure to connect with the process. It must be connected to the
overall strategic goals of the organization. The competencies identified as necessary for the
job should be the focus of the appraisal. However, the system fails and instead focuses on
comparison of employees’ performance against one another. The system could also result
in insufficient information as the feedback is usually given anonymously. It means that an
individual seeking recourse to understand the feedback cannot get clarification. The
similarity between this study and existing studies is that it recognizes that for the 360 degree
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feedback system to be successful in organization it must incorporate the process and the
purpose of the system. The system has two major purposes which are to appraise employees
in an organization and to implement training and development for a firm. When the system
is implemented with an integrated purpose to appraise and develop, the feedback obtained
provides clarity. The difference of this study to the rest is that it suggests the advantages an
organization would gain from incorporating the 360 degree feedback at the recruitment
level.
2.4 Numerical Rating Scale and Corporate Performance
Rating scales are used in performance administration to indicate employees’ level of
achievement of set organizational goals. They provide quantitative evaluation that is user
friendly and easy to oversee and assist in distinguishing employees abilities (Isaacs &
Thomson, 2013). Though a variety of rating scales exists which include, numerical, where
numbers are used, or alphabetical where numbers and alphabets correspond to an adjective
like five is equivalent excellent or narrative which could include a rating of ‘unsatisfactory
performance,' scales that provide positive feedback for the performance have become more
popular. According to Fletcher (2001), it is important for the managers to determine which
scale best suits their organizational needs. A simple three rating scale may be enough to
capture critical objectives while reducing the burden of a comprehensive performance
review (Brutus, 2010). A five-level scale could provide the organization with feedback to
better differentiate between employee skills as it can offer two levels of superior
performance, one level of satisfactory performance and two levels of less-than-satisfactory
levels.
2.4.2 Procedures in Numerical Scale Rating
Regardless of the number of points on the numerical scale, for the appraisal to be valid,
each level must be clearly defined (Hallinger, 2011). The raters should also be provided
with a standard example of behaviors, skills, and measurements to assist in making
decisions about the level of performance. Such a step allows raters to provide standard
performance feedback on different scale levels. Numerical scale appraisals could also
include the Behavioral Anchored Rating Scale commonly referred to as BARS (Ohland, et.
al, 2012). The method contains a set of specific behaviors that represent the gradation
example teamwork could be a dimension with ‘Participates in team meetings' being the
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anchor on which to attach the performance feedback. BARS are not frequently used as they
are considered tedious and time-consuming (Hallinger, 2011). However, they have the
ability to provide greater degree of accuracy compared to other forms of appraisals.
According to Lunenburg (2012), the rating scale method offers a high degree of structure
of performance appraisals because it gives the opportunity for each employee trait to be
reviewed on a bipolar degree which has anchor points from poor performance to excellent
performance. The scale assesses employee traits like cooperation, initiative, technical
competence, and punctuality and communication skills. The ability allows the rater to
include any features they wish to incorporate according to the needs of the organization
(Brutus, 2010). The only consideration that limits the inclusion of traits is that the selecting
traits should be related and relevant to the appraisee's job. Unwise selection of features to
include in the rating scale could lead to performance indicators that could prove detrimental
to the performance of the organization (Hallinger, 2011). It could also result in
organizations receiving lawsuits on the grounds of discrimination among employee which
could badly damage the reputation of the company or even run it out of business.
Shafer, Smith, and Linder (2005) argues that since rating scales are structured and
standardized, they allow for easy comparison for the employees to indicate improvement
or to compare and contrast the entire workforce. The ratings scales also ensure that each
employee is subject the same rating criteria which include the same range of responses
(Isaacs & Thomson, 2013). Hence this appraisal method encourages equality for the
employees and imposes standard of measurements across the organization (Brutus, 2010).
The rating scale is also popular as it is easy to use and comprehend. Both the appraisers
and the candidates appreciate the straightforward and proficient sense of the bipolar scale
used. The appraisal is directed towards creating a measure that can accurately assess the
level of individual's job performance and create an evaluation system that can advance
operational functions of the organization. The numeric scale appraisal method provides
both the employee and the definitive employer measures of job performance allowing them
the opportunity to make accurate job analysis and measurement which provides them with
better understanding of expectations and knowledge of actual employee performance.
When the numerical rating scale is accurate, then the functional goals of the firm are met.
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2.4.3 Critics of Numerical Scale Rating
Lately, there has been focus on the nature and quality of scales used to evaluate
performance and influence decisions on need for training. Performance appraisals tend to
have variation attributed to raters which are often treated as error variance (Fletcher, 2001).
However, the traditional numerical rating scale appraisal system attempts to develop ways
to standardize the person component reducing the error variance in the appraisal process.
The method provides accuracy of judgment rather indices of quality. The numerical scale
appraisal combined with a reference training, which gives clear and specific examples of
behaviors and performance allowing managers to rate employee performance accurately
(Brutus, 2010). Performance rating scales allow employers to gauge employee progress
understand company objectives. The numerical scale evaluation can create quantitative
assessments useful to employees, managers and human resource representative and
executives (Dutta & Lawson, 2009). Since this method of appraisal can rate behavior,
employees can take into account employee habits like attendance and even qualitative
indicators like attitude. The method is also vital as it can compare and contrast employee
performance (Hwang & Min, 2013). A supervisor only needs to rank employees from
excellent to poor and can get a clear breakdown of the organizational performance and
make decisions on improved talent management and improved organizational performance.
The numerical rating scale has to support the brand promise of an organization and integrate
into the strategy that enables the organization to reward and recognize their employees in
fairness. The tool ensures that employees can clearly identify their areas of strength,
understand their role for development and also demonstrate global behavior. The process
is continuous throughout the firm’s business year and is conducted in three stages (Isaacs
& Thomson, 2013). The first is goal setting, interim review and then end year review. Goal
setting is critical to an organization as it allow employees to understand and act according
to their roles and adhere to the business strategy. Goal setting is vital in launching an
organization annual performance journey in the right direction. The process helps an
organization deliver results in comparison to its strategy. An organization cannot achieve
improved shareholder value (Brutus 2010). Increased profitability or increased revenue
cannot be achieved without an organized process that breaks down strategies and devolves
relevant and measurable elements of the strategy appropriately throughout the workforce.
Goal setting adds a needed measure of discipline for an organization that ensures that
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employees are accountable for their performance levels and also keeps the workers focused
on the overall organizational goals (Fletcher 2001).The process allows an organization to
make an accurate forecasting of resources needed and how to efficiently use those resources
to avoid risks during the execution process. The goal setting process also keeps the firm
competitive in the business market and also in the employee market. It keeps the employees
engaged as they are aware of the expectations of their supervisors for their performance.
Interim reviews are regular meetings conducted which allow supervisors and subordinates
to communicate about goals set in the organization. They give the supervisors additional
and focused opportunity for supervisors and employees to share feedback which ensure that
the performance is excellent and that the organization is on the right track to achieve set
goals (Fletcher 2001). Combined with value-added feedback interim reviews allow
management teams to reduce unexpected surprises and provide documentation in
preparation for performance evaluation. The review also allows employees to discuss
significant accomplishments and identify issues in performance that need to be addressed
and corrected. Supervisors also use interim reviews as an opportunity to reinforce the
organizations goals and their role in supporting and guiding the employees. To conduct a
successful interim review, a supervisor needs to review employee performance, determine
the key message to focus on during the review (Daley 2012). The supervisor should also
determine whether there is a need for training for the employees, determine if there is a
need to create a performance improvement plan and prepare an agenda for the meeting. The
end of year review allows the supervisors and subordinates to communicate about the
annual results job performance. Provision of constructive feedback allows employee to
have adequate information about the requirements of the job role, their performance
expectations and the level of achievement of organizational goals.
The study is similar to existing studies as examines numerical scales and the criterion they
represent. The performance criterions represented by the scales include dependability, work
attitude, initiative, output and attendance. The scales bear numbers which could be one as
a representation of poor performance and five as a representation of excellent performance.
The study agrees that using the rating scales gives the supervisors the advantage of it being
adaptable, easy to use and have the ability to apprise a large number of employees. The
study is different as it challenges the use of rating scales. The rating scales need to focus
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on the quality index of an employee’s performance rather than the accuracy of judgment
by the supervisors.
2.5 Chapter summary
This chapter conducts a literature review based on the study research questions. The chapter
reviews the effect of objective based appraisal, 360 degrees appraisal and numerical rating
on organizational performance. Chapter three describes the research methodology that was
adopted for the study.
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CHAPTER THREE
3.0 RESEARCH METHODOLOGY
3.1 Introduction
Research is an art of scientific examination. It is a scientific and systematic search for
information to improve knowledge about particular topics through search of new facts.
Therefore, research is an original contribution to existing knowledge for topic
advancement. Additionally, methodology is the methodical and hypothetical examination
of the processes used during study in the field. The methodology provides a blueprint to
understand the best practices applicable in carrying out the research. Thus, the research
methodology section describes the rationale applied using specific procedures to identify,
and analyze information needed to understand a research problem. In this section, the
chapter will seek to answer the question on how data was collected and how it was
analyzed.
3.2 Research Design
The research design refers to the general approach used by an investigator to assimilate
components of the study to effectively address a research problem. It is made up of an
outline of the compilation, measurement and scrutiny of data. Creswell & Clark (2007)
argue that it is a sketch used to answer the questions, how, when and where about data in
terms of its collection and analysis. The research approach provides the researcher with
steps to guide him or her from broad hypothesis to detailed systems of data compilation,
examination and explanation. The approach chosen is relies on the type of the research
issue and in part, the target audience for the study (Kothari, 2004). The design defines the
study type, which could either be descriptive, regression, experimental or analytical. The
study utilizes the descriptive design used to illustrate characteristics of a sample population.
The design seeks to answer the question ‘what’ and precedes explanatory research. The
study utilized the descriptive research design to conduct the survey (Sharpe, 2005). The
dependent variable was organizational performance which are indicators used to determine
level of achievement of set goals by a firm while the independent variable was performance
appraisals which is a systematic assessment of performance by employees in a firm.
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3.3 Population and Sampling Design
3.3.1 Population
A research population is defined as an assortment of persons or items which form the focal
point of a methodical inquiry (Levy, & Lemeshow, 2013). It is the entire compilation of
elements about which a researcher intends to make deductions for the study. Research is
often conducted for the benefit of these populations (Malterud, 2001). The population
defined has to have individuals or objects with similar characteristics. However, due to the
great size of most populations, it is not possible for researchers to test all the individuals as
it is expensive and time consuming. Instead they make use of sampling techniques (Levy,
& Lemeshow, 2013). The population for this study consisted five partners, ten associate
directors, ten senior managers, ten senior associates and fifteen associates.
Table 3.1 Population Distribution
Category

Population

Percentage

Partners

5

10%

Associate Directors

10

20%

Senior Managers

10

20%

Senior Associates

10

20%

Associates

15

30%

Total

50

100%

3.3.2 Sampling Design
Sampling is the practice of selecting units from a population for study to achieve a fairly
generalized result of the population studied (Cooper, Schindler, & Sun, 2006). Hence, a
sample is the group of individuals selected to take part in the study and the people who take
part are referred to as participants. Sampling allows a researcher to achieve generalizability,
which is the extent to which findings of research can apply to the target population (Manly,
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McDonald, Thomas, McDonald & Erickson, 2007). To achieve accuracy for a study, the
population must possess characters with high similarity. Basic steps of sampling involve
identifying a population of interest and then specifying a sampling frame. The researcher
then identifies a sampling method determine the sample size and eventually carry out the
primary research.
3.3.2.1 Sampling Frame
A sampling frame is the group of participants from which a model is taken. Though, it is
not as large as the population it is still too large to be used entirely. It represents a list of
population of members identified for the study. Fowler (2013) defines it as a shortlist of
the population from which a selection is made. It allows a researcher to achieve an accurate
factual interpretation of the population in cases where direct element sampling is not
possible (Cooper, Schindler, & Sun, 2006). The sampling frame should have units with
logical numerical identifiers. For the sample to effectively represent the population every
element of interest should be present in the frame and the data should be up to date (Dooley,
2001). The frame for this study is a listing of two hundred executives in KPMG Kenya.
The executives were divided into high-level, mid-level and entry level management
positions.
3.3.2.2 Sampling Technique
A sampling technique is the method used to select components of the sample that gave a
representative view of the whole population (Neuman, 2002). Since the study relies on
quantitative sampling, the researcher used random sampling stratified method which is the
best method to achieve a representative sample with the systematic sampling technique
(Lavrakas, 2008). The method involves dividing the population of study into smaller groups
which are referred to as strata (Dooley, 2001). The researcher picked respondents from all
levels of the organization from junior associates to partners in form of strata to achieve
representative data.
3.3.2.3 Sample Size
It refers to the amount of observations in a model. It measures the number of individual
models considered in a study. It represents a subset of a sampling unit from a population
and doesn’t include the entire set of sampling unit (Neuman, 2002). Sample size
determination involves selecting the quantity of observations to consider in the statistical
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sample. The size is vital as it allows the researcher to make inferences about the population.
Determining the sample size is important as it improves level of precision. (Dattalo, 2008).
A critically selected sample also reduces the degree of variability which is the disparity in
the optimum level of precision. A population with heterogeneous characteristics requires a
greater size of the sample to achieve an optimum level of precision (Ryan, 2013). The study
used a sample size of fifty participants spread across four categories which were high level
executives who are the partners, mid-level management who were the associate directors,
general management which included the senior managers and associates and the junior
associates across the firm’s different departments.
Table 3.2 Sample Size

Type

Population

Percentage

High Level Executives (Partners)

5

10%

Mid-level Management (Associate Directors)

10

20%

General management (Senior Managers)

10

20%

General management (Senior Associates)

10

20%

Junior associates (Associates)

15

30%

Total

50

100%

3.4 Data Collection Methods
It is a systematic process that involves gathering and measuring information from various
sources to achieve complete and accurate representation of previously set hypotheses. It
enables a researcher to answer relevant research questions, evaluate the outcome and make
predictions and recommendations about probable future trends (Dooley, 2001). Collection
of accurate data is vital as it ensures that integrity of the research is maintained allows the
target audience to make informed business decisions based off the research and guarantees
quality assurance where products relying on the research meet the specified quality
compliance regulations (Fowler 2013). The goal is to gain quality information that lead to
conclusive and credible answers.
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Quantitative data collection relies on random sampling and structured data collection
methods that hold diverse experiences into predetermined response categories. The
methods used produce results that are easy to summarize and analyze. Quantitative research
concerns itself with testing hypotheses derived from a phenomenon of interest. Quantitative
data collection techniques include interviews, questionnaires and surveys, focus groups,
case studies and documents and records (Neuman, 2002). The study utilized primary data
for data collection. Questionnaires were used to capture information from the target
population (Olsen, 2011). The questionnaires used were structured with close and open
ended questions. The latter questions gave participants a chance to give their opinions in
their responses while the close ended questions gave them a chance to make choices from
existing alternatives provided. The close ended questionnaires also enabled the researcher
to isolate responses from external influences. The questionnaires were designed to be easily
understood hence reducing ambiguity among the participants (Dörnyei, & Taguchi, 2009).
The questionnaires were structured in four parts, the first to gain background information
and then the research questions in open ended and close ended questions and finally a
chance for the participants to give their opinion and recommendation about performance
appraisals. The researcher also used the drop and pick technique to administer the
questionnaires where the researcher left the respondents with the questionnaire to guarantee
the participants enjoyed privacy ensuring confidentiality and impartiality of the information
provided (Hinkin, 2008). Using questionnaires had the benefit of permitting the researcher
to gather the information in a standardized method making the responses objective. The
questionnaires also enabled the researcher to collect data from ma large part of the
participants.
3.5 Research Procedures
The questionnaires were designed based on the study questions. The investigator then
conducted a pilot study for the questionnaires. A pilot study is pretest conducted using the
questionnaires using a smaller target population than the planned sample size (Hinkin,
2008). Conducting a pilot survey is vital as it helped the researcher identify questions that
could prove ambiguous to participants leading to inaccurate or unclear data (Sarantakos,
2012). The researcher was also able to identify and eliminate problems in the questionnaires
that could have led to biased data. The questionnaire was pretested among eight
representatives from the target group which allowed the researcher to gauge the estimated
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amount of time needed to complete the questionnaire, watch the respondents and address
issues of ambiguity make improvements on the questionnaires (Dörnyei, & Taguchi, 2009).
The researcher then administered the questionnaires to the target population using the drop
and picks method where the respondents were left in privacy to fill in the questionnaire
which the researcher later picked.
3.6 Data Analysis Methods
Data analysis is the process of examining, refining and converting and representing data
with the aim of discovering useful information, drawing conclusions and making
recommendations which support the decision making process of the target audience. The
process turns written data into findings (Wilson, 2013). Data obtained in the field must be
processed for analysis. Data analysis for a quantitative study involves decisive scrutiny and
interpretation of figures in an attempt to rationalize the emerging findings. Comparison of
findings in the literature review and field research findings is important to the study
(Bryman, 2015). . The first step involved checking the questionnaires for completeness and
visibility. The data was then converted allowing data entry into spreadsheets. The data then
went through validation where the researcher ensured that the data collected was correct
and useful. The data was then sorted according to the respondents’ answers. A summary
was made which reduced the amount of detail available to the main points and the
information that concerned the research questions. An aggregate was created by combining
multiple pieces of data from the study and analysis conducted which involved interpreting
the data and representing it. A report was then written as a summary of the details of the
findings (Wetcher-Hendricks, 2011). To ease the process of analysis the researcher used
the SPSS data analysis software for data examination.
SPSS is a cross-platform, general-purpose statistical software used for data analysis (Nie,
Bent, & Hull, 1970). The software was used as it has the ability to store questionnaire data
in form of spreadsheets like an excel sheet making physical analysis and comparison easy.
The software also has the ability to generate routine descriptive data for the answers
received which include the frequency count in the close ended questions, and the
distribution of multiple-choice question responses (Allison, 2002). The system also creates
graphical representations of questionnaire data which eases the process of reporting,
presentation and publication. The system also enables the researcher to explore the
relationship between responses to different questions enabling the researcher to come up
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with parallels collating open question responses (DiMaggio, 2013). The system eliminates
errors that could occur in calculation, manages data by adding and recoding variables and
observations. It also incorporates graphical utilities making data presentation easy to
interpret and it is more efficient to utilize. The regression method is used to analyze the
data. A regression is defined as the measure of relation between the mean values of one
variable to other corresponding values.
3.7 Chapter Summary
The chapter examines research methodology and the process involved during research and
gathering data. It then examines the research design which is vital to ensure that all
components of the research process are considered to achieve accurate results and provide
findings that comply with quality assurance expectations. The chapter then defines
population according to a research study who are the target group for the study. It looks at
the sample which is the portion of the population that actually participates in the survey
and the sample frame; techniques sample size that the study uses to gather information. The
sample size chosen cuts across all levels of management of the organization. The chapter
then examines the processes used for data collection. The study utilized questionnaires
which were delivered personally by the researcher. A model study was run to vilify the
questionnaires used to eliminate ambiguity and then the study was conducted. The
questionnaires were cleaned to ensure authority of responses then analyzed using the SPSS
software.
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CHAPTER FOUR
4.0 RESULTS AND FINDINGS
4.1 Introduction
The purpose of this study is to establish the effects of performance appraisal on
organizational performance. In the chapter, the results of the data analysis were presented.
Data was collected then processed to give a response to the research questions of the study.
Data was analyzed to identify and describe the relationship between the dependent variable
which is organizational performance and the independent variable which is performance
appraisal. Collection of data and subsequent analysis was motivated by two basic goals.
They included a need to develop a base of knowledge about performance appraisals as
perceived and utilized by the HR of the organization of study KPMG and determine
whether the perception and utilization is consistent with the fundamental objectives of
performance appraisals. The findings demonstrated in this chapter show the potential to
merge theory and practice. Statistical Package for Social Scientist (SPSS) and Microsoft
Excel 2010 was also used to analyze the data. Additional, tables and charts were used to
present the study results.
4.2 General Information
4.2.1 Response Rate
Fifty questionnaires were initially prepared to the staff members of KPMG Kenya.
However, six of the members were not available or unwilling to answer the survey and only
forty-four were returned. Two of the questionnaires returned were considered unusable
upon screening the data given. It included complete blank sections or one respondent who
revised the categories such that the data could not be entered without causing interpretation
errors and alterations. The forty-two respondents gave information that was without error
and that was easy to interpret for the study.
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Table 4.1: Response Rate
Distribution
Response Rate

Frequency

Percentage

Questionnaires Returned

44

88

Questionnaires Not Returned

6

12

Questionnaires with Errors

2

4

Questionnaires Used

42

84

Source- (Author, 2017)
As shown in the table above, the response rate was high and forty-four questionnaires were
returned though two had interpretation errors. It translated to eighty four percent of the
respondents being used for the survey while sixteen percent was not used either because
they were not returned or because they had errors.
4.2.2 Gender of the Respondents
The study sought to establish the gender of the respondents. According to the data gathered,
the majority of the respondents were female at 54% with the male respondents 46%.This
can be deduced to mean that most employees at the company are female. The category of
respondents according to gender is shown in figure 4.1

GENDER OF RESPONDENTS

Male , 46%
Female, 54%

Figure 4.1: Gender
4.2.3 Age of Respondents
The study sought to establish the range of age of the participants involved in the study.
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AGE OF RESPONDENTS
41Years and Above
19%

21 – 30 Years
52%
31 – 40 Years
29%

Figure 4.2: Ages of Respondents
The findings indicate that 52% of the respondents were between 21 and 30 years of age
while 29 % of the respondents were in the range of 31 to 40 years of age. 19 % of the
respondents were above 41 years. From these findings we can deduct that the majority of
the employees are between 21 to 30 years of age.
4.2.4 Levels of Respondents in the Organization
Figure 4.3 provides a summary of the study findings with regards to the designation in the
company.

LEVEL OF RESPONDENTS

Partners
5% Associate Directors
7%
Senior Managers
9%

Associates
36%

Managers
17%
Seniors
26%

Figure 4.3: Levels of Respondents
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The majority of the respondents were associates and seniors.36% of the respondents were
Associates and 26% were seniors.17% of the respondents were managers.9% were senior
managers while 7 % were Associate Directors. 5% of the respondents were Partners.
Therefore, we can deduce that most staff is associates.
4.2.5 Level of Education
The study sought to establish the level of education of the respondents involved in the
survey. Table 4.4 provides a summary of the study findings.

LEVEL OF EDUCATION OF RESPONDENTS
Other
22%

Master’s Degree
33%

Bachelor’s degree
45%

Figure 4.4: Level of Education of Respondents
Figure 4.4 shows that 45% of the respondents have Bachelor’s degrees while 33% of the
respondents have master’s degrees. 22% of the respondents fall in other categories –
postgraduate, diploma and high school level of education. We can therefore deduce that
most of the organization staff possesses a Bachelor degree.
4.3 Effect of Objective Based Appraisal on Organizational Performance
The first objective was to analyze the effect of objective based appraisal on organizational
performance and to achieve this, the respondents were required to give the appropriate
answer from the alternatives, 1- Strongly Disagree, 2-Disagree, 3-Neutral, 4-Agree, 5Strongly Agree.
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Table 4.2: Descriptive Statistics for Objective based performance
N

Mean

SD

Objectives set are clearly understood

42

4.10

.617

Objectives set are aligned to organisational goals

42

3.86

.751

The employee is involved in the process of setting objectives

42

3.81

.707

Objectives are reviewed continuously to reflect internal and

42

3.83

.961

42

3.93

.601

Work is fairly distributed among team members

42

3.86

.683

An objective based performance appraisal will lead to salary

42

3.50

.969

identify the

42

4.24

.532

Evidence of performance is well documented and available

42

4.86

.472

42

4.12

.395

external changes in the business environment
Accurate and specific feedback is received from the
performance manager on past performance

increment/promotion
The performance appraisal system helps to
strengths and weaknesses of the employee

for reference if needed
Strategies to manage poor performance are effective

From the findings, respondents had varying responses on how the objective based appraisal
contributed to organizational performance; the mean is between three and five. In general,
using the scale, most of variables were strongly agreed upon. Staff agreed to a large extent
that objectives set to achieve organisational goals are clearly understood (M= 4.10).
Respondents also agreed to a large extent that objectives set are aligned to organisational
goals (M =3.6). Respondents also agreed to a large extent that they are involved in the
process of setting objectives (M=3.81). Objectives are also reviewed continuously to reflect
internal and external changes in the business environment (M=3.83), Accurate and specific
feedback is received from the performance manager on past performance (M=3.93), Work
is fairly distributed among team members (M=3.86). Respondents also agreed to a large
extent

that

an

objective

based

performance

appraisal

will

lead

to

salary

increment/promotion (3.50). The performance appraisal system also helps identify the
strengths and weaknesses of the employee (M=4.24). The respondents agree that evidence
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of performance is well documented and available for reference if needed (M=4.86) and
Strategies to manage poor performance are effective (M=4.12).
4.3.1 Regression of Objective based appraisal on organizational performance
Table 4.3: Model Summary of Objective based appraisal
Model

R

R

Adjusted

Std.

Square

R Square

Error of

Change Statistics

the
Estimate

R

F

df

df

Sig. F

Square

Change

1

2

Chan

Change
1

.957

.916

.889

.15376

.916

ge
33.937

10

31

.000

a

a. Predictors: (Constant), Objectives set are clearly understood Objectives set are aligned to organisational
goals, The employee is involved in the process of setting objectives, Objectives are reviewed continuously
to reflect internal and external changes in the business environment, Accurate and specific feedback is
received from the performance manager on past performance, Work is fairly distributed among team
members, An objective based performance appraisal will lead to salary increment/promotion, The
performance appraisal system helps to identify the strengths and weaknesses of the employee, Evidence
of performance is well documented and available for reference if needed. Strategies to manage poor
performance are effective

A regression analysis was done between variables of Objective based appraisal on
organizational performance shown in table 4.10. On analysis, the R square value was 0.916
and a p-value of (0.000) was significant. Therefore, 91.6% of the variation in performance
was caused by variations in objective based appraisal, and 8.4% was caused by other
factors.
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Table 4.4: ANOVAa on Objective Based Appraisal
Model

Sum of

Df

Mean

Squares
1

F

Sig.

33.937

.000b

Square

Regression

8.024

10

.802

Residual

.733

31

.024

Total

8.756
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a. Dependent Variable: performance
b. Predictors: (Constant), Objectives set are clearly understood Objectives set are
aligned to organisational goals, The employee is involved in the process of setting
objectives, Objectives are reviewed continuously to reflect internal and external
changes in the business environment, Accurate and specific feedback received from
the performance manager on past performance, Work is fairly distributed among team
members, An objective based performance appraisal lead to salary
increment/promotion, The performance appraisal system to identify the strengths and
weaknesses of the employee, Evidence of performance is well documented and
available for reference if needed. Strategies to manage poor performance are effective

An ANOVA analysis was done between objective based appraisal and organizational
performance and at 95% confidence level, the F value = 33.937, P<0.000) therefore it is
established that there is a linear relationship between objective based appraisal and
organizational performance.
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4.3.2 Coefficient of Objective Based Appraisal on Organizational Performance
Table 4.5: Coefficient of Objective Based Appraisal on Organizational Performance
Model

Unstandardized

Standardized

Coefficients

Coefficients

B

Std.

T

Sig.

-6.346

.000

Beta

Error
1 (Constant)

-

.452

2.870

Objectives set are clearly understood

.212

.043

.284

4.966

.000

Objectives set are aligned to organizational

.149

.036

.243

4.164

.000

.077

.047

.118

1.625

.114

.232

.040

.483

5.791

.000

.163

.045

.212

3.594

.001

.158

.039

.233

4.089

.000

.143

.030

.300

4.840

.000

.186

.063

.214

2.944

.006

.170

.060

.173

2.838

.008

.222

.073

.190

3.025

.005

goals
The employee is involved in the process of
setting objectives
Objectives are reviewed continuously to
reflect internal and external changes in the
business environment
Accurate and specific feedback is received
from the performance manager on past
performance
Work is fairly distributed among team
members
An objective based performance appraisal will
lead to salary increment/promotion
The performance appraisal system helps to
identify the strengths and weaknesses of the
employee
Evidence of performance is well documented
and available for reference if needed
Strategies to manage poor performance are
effective
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A Pearson correlation was done between organizational performances (dependent variable)
against other factors of objective based appraisal on. The results of the regression
coefficients, t-statistics, standard errors of the estimates and p values are shown in table
4.5.
When business performance (dependent variable) against other factors of Objective Based
Appraisal (Constant p value=0.000). Objectives set are clearly understood (B=.284,
pvalue.000), objectives set are aligned to organisational goals (B=243, pvalue.000), the
employee is involved in the process of setting objectives (B=.118 pvalue.114), objectives
are reviewed continuously to reflect internal and external changes in the business
environment (B=.483 pvalue.000), accurate and specific feedback is received from the
performance manager on past performance (B=.212 pvalue.001), Work is fairly distributed
among team members (B=.233,pvalue.000), an objective based performance appraisal will
lead to salary increment/promotion (B=.300, pvalue.000), the performance appraisal
system helps to

identify the strengths and weaknesses of the employee (B=.214

pvalue.006), evidence of performance is well documented and available for reference if
needed (B=.173 pvalue.008), Strategies to manage poor performance are effective (B=.190
pvalue.005).
The findings revealed that employee getting involved in the process of setting objectives
had no impact on organization performance (p>0.05).
4.4 Effect of Numerical Rating on Organizational Performance
A scale of 1-5 was used to select the appropriate answer from the alternatives; 1- Strongly
Disagree, 2-Disagree, 3-Neutral, 4-Agree, 5- Strongly Agree. From the results an average
score was calculated; 1- 2.5 – Small Extent, 2.5 – 3-5 - Average, 3.5 – 5 – Large Extent
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Table 4.6: Descriptive Statistics for Numerical Rating
N

Mean

SD

42

2.33

1.028

42

3.02

.975

The numerical rating scale is fairly assigned

42

3.05

.962

Performance ratings contribute to a motivation to achieve

42

4.05

.825

Feedback on achievement of goals is frequent

42

4.05

.492

Accurate and specific feedback is received from the

42

4.07

.745

42

4.45

.593

42

4.17

.853

42

4.86

.417

42

4.17

.490

The differentiation of the numerical scale 1-5 is clear and
concise
The performance manager is impartial when assigning
ratings

organisation goals and job satisfaction

performance manager on past performance
The consequences for receiving each numerical rating is
clear.
Numerical ratings provide an atmosphere where team
members are encouraged to be high achievers
A poor numerical rating will lead to improvement of
performance for a member of staff
The performance rating is helpful to identify the strength
and weakness of the employee

From the findings, respondents had varying agreements on how the numerical rating scale
contributes to organizational performance; the mean is between two and five. Unlike
objective based appraisal, the responses for numerical rating were a bit more varied. More
than half the staff do not believe that the differentiation of the numerical scale 1-5 is clear
and concise (M=2.33). However more than half of the staff agreed that the performance
manager is impartial when assigning ratings (3.02),. Staff also agree to a small extent that
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the numerical rating scale is fairly assigned (M=3.05). Respondents also agree to a large
extent that performance ratings contribute to a motivation to achieve organisation goals and
job satisfaction (M=4.05),respondents agree that accurate and specific feedback is received
from the performance manager on past performance (M=4.07) and that the consequences
for receiving each numerical rating are clear(M=4.45), respondents agree to a large extent
that numerical ratings provide an atmosphere where team members are encouraged to be
high achievers (M=4.17) and that a poor numerical rating will lead to improvement of
performance for a member of staff (M=4.86). Respondents also agree that the performance
rating is helpful to identify the strength and weakness of the employee (M=4.17)
4.4.1 Regression of Numerical Rating on organizational performance
Table 4.7: Model Summary of Numerical Rating on organizational performance
Model

R

R

Adjusted

Std.

Square

R

Error of

Square

the

Change Statistics

Estimate

R

F

Square

Change

df1

df2

Sig. F
Change

Change
1

.937a

.878

.839

.18559

.878

22.323

10

31

.000

a. Predictors: (Constant), The differentiation of the numerical scale 1-5 is clear and concise, the
performance manager is impartial when assigning ratings, the numerical rating scale is fairly assigned,
performance ratings contribute to a motivation to achieve organisation goals and job satisfaction,
feedback on achievement of goals is frequent, accurate and specific feedback is received from the
performance manager on past performance, the consequences for receiving each numerical rating is clear,
numerical ratings provide an atmosphere where team members are encouraged to be high achievers, poor
numerical rating will lead to improvement of performance for a member of staff, the performance rating
is helpful to identify the strength and weakness of the employee

A regression analysis was done between variables of numerical rating on organizational
performance shown in table 4.7. On analysis, the R square value was 0.878 and a p-value
of (0.000) was significant. Therefore, 87.8% of the variation in performance was caused by
variations in numerical rating while 12.2% was caused by other factors.
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Table 4.8: ANOVAa of Numerical Rating on organizational performance
Model

Sum of

Df

Squares
1

Mean

F

Sig.

22.323

.000b

Square

Regression

7.689

10

.769

Residual

1.068

31

.034

Total

8.756

41

a. Dependent Variable: performance
b. The differentiation of the numerical scale 1-5 is clear and concise, the performance
manager is impartial when assigning ratings, the numerical rating scale is fairly
assigned, performance ratings to achieve organisation goals and job satisfaction,
feedback on achievement of goals is frequent, accurate and specific feedback, the
consequences for numerical rating is clear, numerical ratings provide high achievers,
poor numerical rating will lead to improvement of performance for a member of staff,
the performance rating to identify the strength and weakness of the employee

4.4.2 Coefficient of Numerical Rating on organizational performance
A Pearson correlation was done between organizational performances (dependent variable)
against other factors of Numerical rating. The results of the regression coefficients, tstatistics, standard errors of the estimates and p values are shown in table 4.9.
When business performance (dependent variable) against other factors of Numerical rating
(Constant p value=0.000). The differentiation of the numerical scale 1-5 is clear and concise
(B=.308, pvalue.001), the performance manager is impartial when assigning ratings
B=.399, p value .000), the numerical rating scale is fairly assigned (B=.580, pvalue.000),
performance ratings contribute to a motivation to achieve organisation goals and job
satisfaction (B=.318, p value=.000), feedback on achievement of goals is frequent (B=.238,
p value .001), Accurate and specific feedback is received from the performance manager
on past performance (B=.406, p value.000), the consequences for receiving each numerical
rating is clear (B=.21, pvalue.006), numerical ratings provide an atmosphere where team
members are encouraged to be high achievers (B=.179, p value .064). A poor numerical
rating will lead to improvement of performance for a member of staff (B=.180, pvalue
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.015). The performance rating is helpful to identify the strength and weakness of the
employee (B=.315, pvalue .000).
Table 4.9: Coefficient of Numerical Rating on Organizational Performance
Model

Unstandardized

Standardized

Coefficients

Coefficients

B

Std.

t

Sig.

-

.000

Beta

Error
1 (Constant)

-3.706

.582

6.363
The differentiation of the numerical scale 1-5

.139

.036

.308

3.881

.001

.189

.039

.399

4.860

.000

The numerical rating scale is fairly assigned

.279

.042

.580

6.624

.000

Performance ratings contribute to a

.178

.036

.318

4.915

.000

Feedback on achievement of goals is frequent

.223

.062

.238

3.632

.001

Accurate and specific feedback is received

.252

.042

.406

6.032

.000

.166

.056

.212

2.980

.006

.097

.050

.179

1.925

.064

.199

.077

.180

2.589

.015

.298

.066

.315

4.534

.000

is clear and concise
The performance manager is impartial when
assigning ratings

motivation to achieve organization goals and
job satisfaction

from the performance manager on past
performance
The consequences for receiving each
numerical rating is clear.
Numerical ratings provide an atmosphere
where team members are encouraged to be
high achievers
A poor numerical rating will lead to
improvement of performance for a member of
staff
The performance rating is helpful to identify
the strength and weakness of the employee
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4.5 Effect of 360 Degrees Appraisal on Organizational Performance
The third objective was set at establishing the effects of 360 degrees appraisal on
organizational performance. A scale of 1-5 was used to select the appropriate answer from
the alternatives; 1- Strongly Disagree, 2-Disagree, 3-Neutral, 4-Agree, 5- Strongly Agree.
From the results an average score was calculated; 1- 2.5 – Small Extent, 2.5 – 3-5 Average, 3.5 – 5 – Large Extent
Table 4.10: Descriptive Statistics for 360 degrees appraisal
N

Mean

SD

360 degree feedback is objective

42

4.36

.577

A 360 degrees review is are aligned to achievement of

42

3.81

.671

42

3.95

.379

42

4.10

.790

42

4.19

.594

360 degree feedback gives rise to constructive criticism

42

3.93

.973

360 degrees feedback is not used for the purpose of

42

4.48

.594

Feedback from 360 degrees remains anonymous

42

4.31

.841

The purpose of a 360 degrees review is well understood

42

4.64

.850

A mechanism of capturing and storing evidence for future

42

4.26

.497

organisational goals
Areas of improvement identified in a 360 degrees
evaluation are applied for self-development only and not
to assign ratings
Respondents in the 360 feedback are representative of the
staff stakeholders (superiors, juniors and peers)
Feedback received is followed up to account for needed
improvements in order to achieve goals

assigning rating

use exists
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From the findings, respondents agreed that objective based appraisals contribute to
organizational performance; there was a bit more consensus on 360 degrees appraisal as
opposed to numerical rating scale. The mean is between three and five. Respondents agree
that 360 degree feedback is objective (M=4.36) and that 360 degrees review is aligned to
achievement of organisational goals (M=3.81). Respondents also agree that areas of
improvement identified in a 360 degrees evaluation are applied for self-development only
and not to assign ratings (M=3.95), Respondents agree that respondents in the 360 feedback
are representative of the staff stakeholders superiors, juniors and peers(M=4.10) and that
Feedback received is followed up to account for needed improvements in order to achieve
goals (M=4.19), Respondents agree that 360 degree feedback gives rise to constructive
criticism (M=3.93) and that 360 degrees feedback is not used for the purpose of assigning
rating (M=4.48), Feedback from 360 degrees remains anonymous (M=4.31) and that the
purpose of a 360 degrees review is well understood (M=4.64),More than half of the
respondents agree that a mechanism of capturing and storing evidence for future use exists
(M=4.26).
4.5.1 Regression of 360 degrees Appraisal on organizational performance
Table 4.11: Model Summary of 360 degrees Appraisal on organizational
performance
Model

R

R

Adjusted

Std.

Square

R

Error of

Square

the

Change Statistics

Estimate

R

F

Square

Change

df1

df2

Sig. F
Change

Change
1

.946a

.894

.860

.17282

.894

26.219

10

31

.000

a. Predictors: (Constant), 360 degree feedback is objective, 360 degrees review is are aligned to
achievement of organisational goals, areas of improvement identified in a 360 degrees evaluation are
applied for self-development only and not to assign ratings, respondents in the 360 feedback are
representative of the staff stakeholders (superiors, juniors and peers), feedback received is followed up
to account for needed improvements in order to achieve goals, 360 degree feedback gives rise to
constructive criticism, 360 degrees feedback is not used for the purpose of assigning rating, Feedback
from 360 degrees remains anonymous, the purpose of a 360 degrees review is well understood, the
mechanism of capturing and storing evidence for future use exists
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A regression analysis was done between variables of 360 degrees appraisal on
organizational performance shown in table 4.11. On analysis, the R square value was 0.894
and a p-value of (0.000) was significant. Therefore, 89.4% of the variation in performance
as caused by variations in 360 degrees Appraisal, while 10.6 was affected by other factors.

Table 4.12: ANOVA of 360 degrees Appraisal
Model

Sum of Squares

Df

Mean

F

Sig.

26.219

.000b

Square
1

Regression

7.831

10

.783

Residual

.926

31

.030

Total

8.756
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a. Dependent Variable: performance
b. Predictors: (Constant), 360 degree feedback is objective, 360 degrees review aligned
to achievement of organisational goals, areas of improvement identified in a 360 degrees
evaluation are applied for self-development only and not to assign ratings, respondents
in the 360 feedback are representative of the staff stakeholders (superiors, juniors and
peers), feedback received is followed up to account for needed improvements in order
to achieve goals, 360 degree feedback gives rise to constructive criticism, 360 degrees
feedback is not used for the purpose of assigning rating, Feedback from 360 degrees
remains anonymous, the purpose of a 360 degrees review is well understood, the
mechanism of capturing and storing evidence for future use exists

An ANOVA analysis was done between 360 degrees based appraisal and organizational
performance and at 95% confidence level, the F value = 26.219 P<0.000) therefore it is
established that there is a linear relationship between 360 degrees based appraisal and
organizational performance.
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4.5.2 Coefficient of 360 Degree Rating on Organizational Performance
Table 4.13: Coefficient of 360 degree rating on organizational performance
Unstandardized

Standardized

Coefficients

Coefficients

t

Sig.

-

.002

Model
B

Std.

Beta

Error
1 (Constant)

-2.567

.749

3.428
360 degree feedback is objective

.004

.056

.005

.067

.947

A 360 degrees review is are aligned to

.263

.049

.381

5.395

.000

.113

.090

.093

1.256

.219

.243

.041

.415

5.958

.000

.193

.054

.248

3.559

.001

.151

.033

.317

4.585

.000

.169

.052

.217

3.256

.003

.135

.039

.246

3.503

.001

.115

.038

.211

2.998

.005

.205

.082

.220

2.483

.019

achievement of organizational goals
Areas of improvement identified in a 360
degrees evaluation are applied for selfdevelopment only and not to assign ratings
Respondents in the 360 feedback are
representative of the staff stakeholders
(superiors, juniors and peers)
Feedback received is followed up to
account for needed improvements in order
to achieve goals
360 degree feedback gives rise to
constructive criticism
360 degrees feedback is not used for the
purpose of assigning rating
Feedback from 360 degrees remains
anonymous
The purpose of a 360 degrees review is
well understood
A mechanism of capturing and storing
evidence for future use exists
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A Pearson correlation was done between organizational performances (dependent variable)
against other factors of 360 degrees rating. The results of the regression coefficients, tstatistics, standard errors of the estimates and p values are shown in table 4.13.
When business performance (dependent variable) against other factors of 360 degrees
rating (Constant p value=0.002). 360 degree feedback is objective (B=.005, pvalue.947),
a 360 degrees review is are aligned to achievement of organisational goals (B=.381,
pvalue.000), areas of improvement identified in a 360 degrees evaluation are applied for
self-development only and not to assign ratings (B=.093, pvalue.219), respondents in the
360 feedback are representative of the staff stakeholders (superiors, juniors and peers)
(B=.415, p value .000), feedback received is followed up to account for needed
improvements in order to achieve goals (B.248, p value.001), 360 degree feedback gives
rise to constructive criticism (B=.317, p value .000), 360 degrees feedback is not used for
the purpose of assigning rating (B=.217, pvalue.003), feedback from 360 degrees remains
anonymous (B=.246, p value .001), the purpose of a 360 degrees review is well understood
(B=.211, p value .005), a mechanism of capturing and storing evidence for future use exists
(B=.220, p value .019).
Only the variable areas of improvement identified in a 360 degrees evaluation are applied
for self-development only and not to assign ratings was not significant.

4.6 Chapter Summary
This chapter looked at the findings of the study, which indicate that the instrument used
was effective as the targeted respondents completed it. The analysis aimed at highlighting
descriptive characteristics of the data collected as well as establishing relationships between
the various variables at play to help in understanding of the characteristics of the data
collectedThe findings reflect the views of the staff at KPMG. These findings have revealed
that performance appraisal in its various forms influences organisational performance.
These findings are discussed in the following chapter 5.
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CHAPTER FIVE
5.0 DISCUSSIONS CONCLUSION AND RECOMMENDATION
5.1 Introduction
This section will bring forth a discussion to compare the findings to previous studies done,
and this will be based on the literature reviewed. In addition, the conclusions will be drawn
and areas for further studies will be identified.
5.2 Summary of Findings
The purpose of the survey was to investigate the extent of performance appraisals in
measuring performance of an organization. The study will be guided by the following
research questions; how does the objective- based appraisal influence organizational
performance? What is the effect of 360 degree appraisal on organizational performance?
And how does the numerical rating scale influence organizational performance.
A descriptive research was used and the research used questionnaires to collect data. The
target population was 50 respondents from KPMG. 50 questionnaires were distributed and
only 42 were filled and returned. Data was analyzed using both descriptive and inferential
statistics by using SPSS and the results were presented in figures and tables.
From the findings, respondents had varying responses on how the objective based appraisal
contributed to organizational performance; the mean is between three and five. In general,
using the scale, most of variables were strongly agreed upon. Staff agreed to a large extent
that objectives set to achieve organisational goals are clearly understood and also to a large
extent objectives set are aligned to organisational goals. It was also revealed that the
performance appraisal system also helps identify the strengths and weaknesses of the
employee. The respondents also agreed that evidence of performance is well documented
and available for reference if needed and Strategies to manage poor performance are
effective. A regression analysis done between variables of objective based appraisal on
organizational performance revealed that 91.6% of the variation in performance was caused
by variations in objective based appraisal. Also the findings revealed that employee getting
involved in the process of setting objectives had no impact on organization performance.
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From the findings, respondents agreed that objective based appraisals contribute to
organizational performance and majority agree that 360-degree feedback is objective and
that 360 degrees review are aligned to achievement of organisational goals. It was also
agreed that areas of improvement identified in a 360 degrees evaluation are applied for selfdevelopment only and not to assign ratings. The findings also revealed that respondents
agree that respondents in the 360-feedback are representative of the staff stakeholders
superiors, juniors and peers and that feedback received is followed up to account for needed
improvements in order to achieve goals. In addition, 360 -degree feedback was found to
give rise to constructive criticism and that 360 degrees feedback is not used for the purpose
of assigning rating and they remain anonymous. Analysis revealed that the purpose of a
360 degrees review is well understood and then half of the respondents agree that a
mechanism of capturing and storing evidence for future use exists. A regression analysis
was done and it was revealed that 89.4% of the variation in performance was caused by
variations in 360 degrees Appraisal. It was also established that 360 degree feedback is
objective and areas of improvement identified in a 360 degrees evaluation are applied for
self-development only and not to assign ratings it had no impact on performance.
From the findings, respondents had varying agreements on how the numerical rating scale
contributes to organizational performance and more than half the staff do not believe that
the differentiation of the numerical scale 1-5 is clear and concise. However more than half
of the staff agreed that the performance manager is impartial when assigning ratings. Staff
also agree to a small extent that the numerical rating scale is fairly assigned. It was agreed
to a large extent that performance ratings contribute to a motivation to achieve organisation
goals and job satisfaction, respondents agreed that accurate and specific feedback is
received from the performance manager on past performance and that the consequences for
receiving each numerical rating are clear. Majority agreed to a large extent that numerical
ratings provide an atmosphere where team members are encouraged to be high achievers
and that a poor numerical rating will lead to improvement of performance for a member of
staff. Respondents also agree that the performance rating is helpful to identify the strength
and weakness of the employee. A regression analysis was done and the findings revealed
that 87.8% of the variation in performance was caused by variations in numerical rating.
On whether Numerical ratings provide an atmosphere where team members are encouraged
to be high achievers had no effect on performance.
48

5.3 Discussion
5.3.1 Impact of Objective- Based Appraisal on Organizational Performance
Staff agreed to a large extent that objectives set to achieve organisational goals are clearly
understood. The core concept of management by objectives is planning, which allows the
workforce to be proactive as opposed to being reactive to mandates issued by the
executives. According to the management process, employees set measurable personal
goals in line with the organization's goals. The process is also supervised and managed by
superiors to ensure coordinated efforts in the organization as a whole (Jeston & Nelis,
2014). The goals are set annually and continually monitored for progress. The management
by objective process has a distinct advantage of having the ability to identify and plan
achievement of targets. The planning process allows proactive behavior and a disciplined
approach to the attainment of goals (Armstrong & Baron, 1998).
Respondents also agreed to a large extent that objectives set are aligned to organisational
goals. Management by objectives aims to increase organizational performance by aligning
goals and subordinate objectives throughout the organization (Kirchmer, 2017). The
method allows employees to have strong input in identifying their targets and the timelines
allowed for completion of their tasks. Since the process involves ongoing tracking and
feedback, organizational performance can be tracked and kept in check.
Respondents also agreed to a large extent that they are involved in the process of setting
objectives. Management by objectives is results oriented. It measures employee
performance by examining the extent of achievement of predetermined goals of the
organization (Kirchmer, 2017). Usually, the objectives are jointly established by both the
superiors and subordinates. Once established, the employees are expected to self-audit and
identify the skills needed to achieve the goal (Drucker, 2007).
Objectives are also reviewed continuously to reflect internal and external changes in the
business environment. The MBO process improved and made effort to be fair and
reasonable and have the ability to predict performance and judge it better (Kanigel, 2005).
The system also attempts to give the employees an opportunity to be self-motivated by
allowing them to set their own goals. The system concerns itself with having the superiors
and the subordinates prioritize the same goals in performance reviews and achievement of
objectives. However, it still fails to wholesomely consider the motivations of the
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employees. To close the gap, the system should consider making a motivational assessment.
Every Management by Objective program should be examined as to the extent it achieves
conviction that the workforce has to be driven and manipulated, and fosters an authentic
partnership between employees and the organization (Sutherland & Canwell, 2004).
Accurate and specific feedback is received from the performance manager on past
performance, Kirchmer (2017) established that management is then tasked with stimulating
the participation of their employees by encouraging them to set goals in line with the
organizational goals. Step four involves monitoring the progress of the process. The
objectives set must measurable and timely which makes it possible to monitor the progress.
Finally, the progress is evaluated during which honest feedback is according to the level of
achievement.
A regression analysis was done between variables of Objective based appraisal on
organizational performance shown in table 4.10. On analysis, the R square value was 0.916
and a p-value of (0.000) was significant. Therefore, 91.6% of the variation in performance
was caused by variations in objective based appraisal. The findings revealed that employee
getting involved in the process of setting objectives had no impact on organization
performance (p>0.05).
5.3.2 Effect of 360 Degree Appraisal on Organizational Performance
Staff agreed to a large extent that oobjectives set to achieve organisational goals are clearly
understood. A successful 360-degree appraisal system must be structured (Hughes, 2003).
Since the feedback is given in the form of a narrative, the lack of a structure could lead to
employees giving a large number of details which could, in turn, overwhelm the candidate
with information on the areas that need improvement. The structure must include specific
behaviors of employee performance allowing reviewers to only review on employee habits
in question (Walker, Damanpour & Devece, 2011). Otherwise, the reviewers provide too
much information which leads to the additional workload for the executive who must make
a summary of all the feedback and provide meaningful review to the candidate.
Respondents also agreed to a large extent that objectives set are aligned to organisational
goals. Previous research have concurred that 360-degree appraisal method only works if
the process is tailored to meet the organization's needs. It is critical to establish the
fundamental processes like whether instruments or forms are used and who participates in
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the reviewing process (DeNisi & Kluger, 2000). An organization also has to take into
account its culture for this form of appraisal to work. The method works best when the
organizational culture and climate is one of trust and cooperation. The process is most
effective when it is fully incorporated into the work environment as a tool to sustain
development to attain the organization's vision, mission, and values
Respondents also agreed to a large extent that they are involved in the process of setting
objectives. As opposed to traditional performance evaluation methods which provided
performance feedback from the managers' viewpoint only, the 360-degree feedback
provides an opportunity for employees, often managers, to receive an all rounded feedback
from coworkers, supervisors and sometimes even consumers (DeNisi & Kluger, 2000). The
appraisal system also focuses on the skills and contributions of the human resource
personnel in question. The goal is to provide employees with a balanced outlook of how
others view their participation in areas like teamwork, communication, leadership and
interpersonal interaction (Armstrong & Baron, 1998).
Accurate and specific feedback is received from the performance manager on past
performance. The appraisal method gives employees the opportunity to receive
performance feedback from his or her supervisors and peers. The evaluation method
incorporates response from all who observe and are affected by the fulfillment of a
candidate. The feedback system can automatically generate tabulated results and present
them in a format that allows managers to create a development plan (London & Beatty,
1993). The appraisal method allows employees to be more productive in their roles and
understand what areas need to be focused on for improvement and even promotions. The
process gives people the opportunity to review a coworker on issues which they would
otherwise be uncomfortable giving feedback on in the event of a lack of anonymity (DeNisi
& Kluger, 2000
5.3.3 Effect of Numerical Rating Scale on Organizational Performance
More than half the staff do not believe that the differentiation of the numerical scale 1-5 is
clear and concise. According to Fletcher (2001), it is important for the managers to
determine which scale best suits their organizational needs. A simple three rating scale may
be enough to capture critical objectives while reducing the burden of a comprehensive
performance review (Brutus, 2010). A five-level scale could provide the organization with
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feedback to better differentiate between employee skills as it can offer two levels of
superior performance, one level of satisfactory performance and two levels of less-thansatisfactory levels. Regardless of the number of points on the numerical scale, for the
appraisal to be valid, each level must be clearly defined (Hallinger, 2011).
However, more than half of the staff agreed that the performance manager is impartial when
assigning ratings. Shafer, Smith, and Linder (2005) argues that since rating scales are
structured and standardized, they allow for easy comparison for the employees to indicate
improvement or to compare and contrast the entire workforce. The rating scales also ensure
that each employee is subject the same rating criteria which include the same range of
responses (Isaacs & Thomson, 2013). Hence this appraisal method encourages equality for
the employees and imposes standard of measurements across the organization (Brutus,
2010).
Staff also agree to a small extent that the numerical rating scale is fairly assigned.
According to Hallinger (2011), the appraisal is directed towards creating a measure that
can accurately assess the level of individual's job performance and create an evaluation
system that can advance operational functions of the organization. The numeric scale
appraisal method provides both the employee and the definitive employer measures of job
performance allowing them the opportunity to make accurate job analysis and measurement
which provides them with better understanding of expectations and knowledge of actual
employee performance. When the numerical rating scale is accurate, then the functional
goals of the firm are met.
Respondents also agree to a large extent that performance ratings contribute to a
motivation to achieve organisation goals and job satisfaction. Goal setting is vital in
launching an organization annual performance journey in the right direction. The process
helps an organization deliver results in comparison to its strategy. An organization cannot
achieve improved shareholder value (Brutus 2010). Increased profitability or increased
revenue cannot be achieved without an organized process that breaks down strategies and
devolves relevant and measurable elements of the strategy appropriately throughout the
workforce. Goal setting adds a needed measure of discipline for an organization that
ensures that employees are accountable for their performance levels and also keeps the
workers focused on the overall organizational goals (Fletcher 2001).
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Respondents agree to a large extent that numerical ratings provide an atmosphere where
team members are encouraged to be high achievers. Isaacs and Thomson (2013) notes that
the numerical rating scale has to support the brand promise of an organization and integrate
into the strategy that enables the organization to reward and recognize their employees in
fairness. The tool ensures that employees can clearly identify their areas of strength,
understand their role for development and also demonstrate global behavior.
It was also revealed that a poor numerical rating will lead to improvement of performance
for a member of staff. Combined with value-added feedback interim reviews allow
management teams to reduce unexpected surprises and provide documentation in
preparation for performance evaluation. The review also allows employees to discuss
significant accomplishments and identify issues in performance that need to be addressed
and corrected. Supervisors also use interim reviews as an opportunity to reinforce the
organizations goals and their role in supporting and guiding the employees. To conduct a
successful interim review, a supervisor needs to review employee performance, determine
the key message to focus on during the review (Daley 2012).
5.4 Conclusion
5.4.1 Effect of Objective- Based Appraisal on Organizational Performance
At KPMG objectives are set to achieve organisational goals are clearly understood and such
objectives set are aligned to organisational goals and involves employee participation in
the process of setting objectives. To ensure there is smooth operations in the firm, accurate
and specific feedback is received from the performance manager on past performance and
work is fairly distributed among team members and evidence of performance is well
documented and available for reference if needed. Objective based appraisal greatly affect
performance although employee getting involved in the process of setting objectives does
not impact on organization performance.
5.4.2 Effect of 360 Degree Appraisal on Organizational Performance
There is a lack of clear understanding about differentiation of the numerical scale 1-5,
however there is continuous impartiality when assigning ratings. Performance ratings has
contributed to the achievement of organisation goals and job satisfaction. At KPMG poor
numerical ratings has offered an atmosphere to motivate high achievers and poor numerical
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rating act as a motivation for improvement of performance for a member of staff. Numerical
rating affect organizational performance.
5.4.3 Impact of Numerical Rating Scale on Organizational Performance
As per the findings 360 degree feedback is objective and aligns organisational goals.
Respondents also agree that areas of improvement identified in a 360 degrees evaluation
are applied for self-development only and not to assign rating. The members who take part
in 360 feedbacks are representative of the organisational stakeholders and the firm has
existing mechanism of capturing and storing evidence for future use. 360 degrees has a
great impact on organizational performance.
5.5 Recommendation
5.5.1 Recommendation for Improvement
5.5.1.1 Impact of Objective- Based Appraisal on Organizational Performance
KPMG need to continue set objectives to achieve organizational goals that are clearly
understood and aligned to organizational goals. KPMG needs to continue reviewing their
goals to reflect the dynamic business environment. There is a need proper documentation
to ensure area of reference if needed. Objective based appraisal has a huge effect on
organizational performance there is a need to ensure that it’s fairly undertaken to positively
influence performance.
5.5.1.2 Effect of 360 Degree Appraisal on Organizational Performance
KPMG should ensure objectivity of 360 degree feedback and the reviews need to be better
aligned to the firm achievement of its goals. While using 360 identifies areas of evaluation,
they should ensure that required follow up is done and the mechanism of capturing and
storing evidence for future should be fully understood by all.
5.5.1.3 Impact of Numerical Rating Scale on Organizational Performance
KPMG has to ensure performance manager continue impartiality when assigning ratings
and while performance ratings contribute to a motivation to achieve organisation goals and
job satisfaction staff need to be encouraged that other factors also come into place when
analysing the firm’s performance. Since 87.8% of the variation in performance is caused
by variations in numerical rating there is a need to ensure fair process is followed.
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5.5.2 Recommendation for Further Studies
The purpose of the survey was to investigate the extent of performance appraisals in
measuring performance of an organization. There is a need to undertake similar study in
other international organizations so as to generalize the findings, additionally at KPMG,
more research need to be done to determine how performance appraisals influence
employee productivity.
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Appendix I: Introduction Letter
Juliet W. Wachiuri
United States International University-Africa
P.O. Box 14634
Nairobi, Keny
+254-720331989
Email: jwachiuri@usiu.ac.ke
2-March-2017.
Dear Respondent,
I am a Masters of Business Administration (MBA) student at United States International
University’s Chandaria School of Business. In partial fulfillment of the requirement for the
degree, I am carrying out a research project on “Effect of Performance Appraisal on
Organizational Performance: A Case Study of KPMG Kenya. I would appreciate if you
could complete the enclosed questionnaire which will be used to collect the data relevant
to my study. Completing the survey will take 10-15 minutes. I kindly look forward to your
acceptance to respond as honestly and objectively as possible. Thank you very much in
advance.
All data gathered from this survey will be used in a form that will make it impossible to
determine the identity of the individual respondents or their organizations. Confidentiality
of all responses is guaranteed. If you have any questions or concerns about the enclosed
interview questions, please do not hesitate to contact me at any time through my contact
provided at the top of this letter. I highly appreciate your assistance and the time you have
spared to fill in the questionnaire. Once again, thank you for your participation and kind
cooperation.

Thank you.
Yours Sincerely,

Juliet W. Wachiuri
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Appendix II: Questionnaire
The Effect of Performance appraisal on organizational Performance

Kindly answer all the questions either by ticking in the boxes or writing in the spaces
provided.
Please Tick (√) the box that corresponds to your answer
Section A. General Information
1. Gender
Male

Female

2. Age
Less than 20yrs

21-25 years

26 - 30
Years

31- 35 years

36 - 40 years

Above 41
years

3. Highest Level of education attained
Bachelor’s Degree

Master’s degree

PhD

4. Designation of staff
Partner

Director

Senior
Manager

Operations Staff
Manager
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Senior

Associate

Section B – How does Objective based appraisal influence organisational Performance
Using a scale 1-5 tick the appropriate answer from the alternatives, 1- Strongly Disagree, 2Disagree, 3-Neutral, 4-Agree, 5- Strongly Agree
Statement

1

2

3

4

5

5. Objectives set are clearly understood
6. Objectives set are aligned to organisational goals
7. The employee is involved in the process of setting objectives
8. Objectives are reviewed continuously to reflect internal and
external changes in the business environment
9. Accurate and specific feedback is received from the performance
manager on past performance
10. Work is fairly distributed among team members
11. An objective based performance appraisal will lead to salary
increment/promotion
12. The performance appraisal system helps to identify the strengths
and weaknesses of the employee
13. Evidence of performance is well documented and available for
reference if needed
14. Strategies to manage poor performance exist
15. There exists the right tools and environment to assist in
achieving objectives set
16. A reward mechanism exists to reward achievement of objectives

If you have any additional comments regarding objective based appraisal, please answer them in
the space provided
……………………………………………………………………………………………………
……………………………………………………………………………………………………….
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Section C – What is the Effect of 360 degree appraisal on organisational performance?
Using a scale 1-5 tick the appropriate answer from the alternatives, 1- Strongly Disagree, 2Disagree, 3-Neutral, 4-Agree, 5- Strongly Agree
Statement

1

2

3

4

5

17. 360 degree feedback is objective
18. A 360 degrees review is are aligned to achievement of
organisational goals
19. Areas of improvement identified in a 360 degrees evaluation are
applied for self-development only and not to assign ratings
20. Respondents in the 360 feedback are representative of the staff
stakeholders (superiors, juniors and peers)
21. Feedback received is followed up to account for needed
improvements in order to achieve goals
22. 360 degree feedback gives rise to constructive criticism
23. 360 degrees feedback is not used for the purpose of assigning
rating
24. Feedback from 360 degrees remains anonymous
25. The purpose of a 360 degrees review is well understood
26. A mechanism of capturing and storing evidence for future use
exists
27. 360 degrees review is relevant in my line of work
28. Corrective measures are taken to correct a poor 360 degrees
review
29. 360 degrees review leads to improvement in performance
30. Respondents are impartial when giving feedback

If you have any additional comments regarding 360 degrees appraisal, please answer them in the
space provided
……………………………………………………………………………………………………….
……………………………………………………………………………………………………….
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Section D – How does Numerical rating influence organisational performance
Using a scale 1-5 tick the appropriate answer from the alternatives, 1- Strongly Disagree, 2Disagree, 3-Neutral, 4-Agree, 5- Strongly Agree
Statement

1

2

3

4

5

31. The differentiation of the numerical scale 1-5 is clear and concise

32. The performance manager is impartial when assigning ratings
33. The numerical rating scale is fairly assigned
34. Performance ratings contribute to a motivation to achieve
organisation goals and job satisfaction
35. Feedback on achievement of goals is frequent
36. Accurate and specific feedback is received from the performance
manager on past performance
37. The consequences for receiving each numerical rating is clear.
38. Numerical ratings provide an atmosphere where team members are
encouraged to be high achievers
39. A poor numerical rating will lead to improvement of performance
for a member of staff
40. The performance rating is helpful to identify the strength and
weakness of the employee
41. A favourable rating performance appraisal will lead to a bonus
payment or reward
42. There exists the right tools to assist me in achieving a favourable
rating s

If you have any additional comments regarding numerical rating, please answer them in the space
provided
……………………………………………………………………………………………………
……………………………………………………………………………………………………….
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Section D: Organisational Performance
Statement

1

2

3

4

5

1. The organisational goals are clearly understood

2. It is clear how your role connects to the organisational goals
3. Objectives set in the performance appraisal are aligned to the
organisational objectives
4. Information is made available when organisational goals have
been met
5. Your business unit strategy will lead to achievement of
organisational goals
6. The firm has a reputation of having high performing employees
7. The firm is perceived as a successful business
8. The performance appraisal system in the firm motivates high
performance
9. A bonus scheme exists to reward when the organisation performs
well
10. Individual goals link to organisational goals

If you have any additional comments organisational, please answer them in the space provided
………………………………………………………………………………………………………
………………………………………………………………………………………………………
……………………………………………………………………………………………………….

Thank you
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