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Abstract 

Performance Appraisal system is emerging approach to 

improve the employees work performance in an 

organisation. Performance appraisal serves as a 

motivation tool. Hence this research is conducted to find 

out the outcome of employees’ motivation in the 

performance appraisal context. The main purpose of this 

study is 1) To develop and empirically test a model of 

Motivation through performance Appraisal system and its 

outcomes such as satisfaction on Performance Appraisal 

system, employees commitment and work performance.2) 

To evaluate the positive influence of motivation on 

satisfaction, commitment and work performance.  A 

questionnaire survey method was used to collect primary 

data. The survey yielded 268 filled questionnaires, with a 

response rate of 50%. The author used statistical analysis 

methods and structural equation modelling with IBM 

AMOS version 20.0 to analyze the data. The research 

findings revealed that the model is fit for the study and 

there is a high positive influence of motivation on 

satisfaction, satisfaction on commitment and commitment 

on work performance.   

Keywords: Employee motivation; performance 

appraisal; Performance appraisal satisfaction; work 

performance. 

I. INTRODUCTION 

Human Resource management conducts the 

performance appraisal in every organisation to 

improve the employee performance and therefore 

organisational performance (DeNisi, A. 2000). 

Performance appraisal is conducted at both 

organisational level and individual level. The 

organisation performance depends upon the 

individual performance. Therefore evaluation of the 

performance of employees through performance 

Appraisal System is the most important process in 

Human resource Management. Performance 

Appraisal is the systematic evaluation of the 

performance of employees and to assess and develop 

the abilities of an individual for further growth and 

development (Manasa, K. & Reddy, N. (2009). Abu-

Doleh, J. & Weir, D. (2007). Muchinsky, P. M. 

(2006), Broady-Preston, J. & Steel, L. (2002).  

Through evaluating performance of employees, a 

person’s efficiency can be determined if the targets 

are achieved. This very well motivates a person for 

better job and helps him to improve his performance 

in the future. Performance appraisal characteristics 

such as goal-setting, feedback, Rewards allocation, 

fairness and accuracy influences the overall 

employees’ motivation. Hence Performance appraisal 

system serves as the integration tool of elements of 

employees’ motivation. With such effective 

performance appraisal system motivates the 

employees with high level of satisfaction and 

commitment results in high performance of the 

individual as well the organisation performance. 

Several researches were made to explore the positive 

relationship between performance appraisal system 

and motivation, satisfaction, commitment and work 

performance (Artsem Lashchonau. (2015), Kara . 

M.Katavich,(2013), Abraham zewdie bekele,et 
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al.,(2014).However, there is a lack of studies that 

focus on satisfaction on performance appraisal system 

by motivation through performance appraisal process 

among employees working in health care 

organizations. So, the present study attempted to 

evaluate the influence of motivation towards 

performance appraisal process and its outcome in the 

form of performance appraisal satisfaction, 

commitment and work performance.  

Objectives of the Study  

The objectives of the study framed are 

1. To develop a statistical model on outcome of 

motivation through performance Appraisal system. 

2. To examine relationship between the 

motivation through performance Appraisal and 

performance appraisal satisfaction. 

3. To examine relationship between the 

performance Appraisal satisfaction and employees 

commitment. 

4. To examine relationship between the 

employees commitment and work performance. 

Methodology: 

A cross sectional study was conducted among the 

employees of specialized hospitals at Tiruchirappalli 

City Corporation registered with Indian Medical 

Association, Trichy. 

Target Population 

The total numbers of middle level employees 

working in selected Speciality Hospitals are about 

530. Researcher met HR Manager of the Hospitals for 

seeking the permission to take the survey from 

employees. Then, the questionnaires were distributed 

to middle level employees. The total population size 

N= 530.  

Selection of Respondents and Responses: 

Census survey method was adopted to select the 

employees from the selected speciality hospitals.  

During the survey some of the employees were on 

maternity leave and some of them were on shift basis. 

Hence out of 530 employees, the researcher was able 

to collect only from 268 respondents constituting 50 

per cent of total employees. The study population 

consisted of middle level employees. The final 

sample comprised of 268 respondents which includes 

202 Nursing staff, 38 Laboratory technicians, 16 

Front office staff and 12 Admin staff. 

Data Collection 

Both primary and secondary data were collected 

for this study. The survey method is used for the 

primary data. The survey instrument comprised a pre-

tested questionnaire. Secondary data were collected 

from various journals, published dissertations and 

thesis for the purpose of Literature Review. 

Period of the study: 

Primary data were collected from December 2016 

to February 2017. 

Questionnaire Design 

Questionnaire that includes demographic details 

of the respondents in the first part, the second part 

comprises the independent factors and dependent 

factors of outcome of motivation in Performance 

Appraisal System. The independent factor Motivation 

through performance appraisal comprising of Six 

items, dependent factors are satisfaction on 

performance appraisal consisting of seven items, 

second factor is employees commitment comprising 

of  five items and third factor is work performance 

consisting of six items. For the measurements, Likert 

type scales ranging from strongly agree to strongly 

disagree were used to rate the respondents’ 

perception on motivation, satisfaction, commitment 

and work performance. 

Reliability and Validity of the Tools 

The reliability and validity of the instrument were 

checked through the evaluation by the stakeholders in 

the hospital management. Reliability of scales was 

estimated by assessing the internal consistency of the 

scales using Cronbach's Alpha and the results 

confirmed that by an overall high consistency of 87.9 

percent.  
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Statistical Tools used for Analysis 

A data base was created using STATISTICAL 

PACKAGE FOR SOCIAL SCIENCES (SPSS). The 

Structural Equation Modelling (SEM) is adopted to 

depict the conceptual model for the study. 

Conceptual Framework and Research Hypotheses  

It is apparent from the previous studies that effective 

appraisal system has been carried out to bring the 

high level of performance among the employees. 

With this concept the current study focuses especially 

on the motivation through effective performance 

appraisal system which results in the high work 

performance among the middle level employees of 

the healthcare industry in Tiruchirappalli City 

Corporation .The conceptual framework for this study 

is presented in figure1.The framework consists of one 

exogenous constructs and three endogenous 

constructs. 

II. LITERATURE REVIEW 

A Mutual Fund is a trust that pools the savings of 

a number of investors who share a common financial 

goal.  The money thus collected is then invested in 

capital market instrument such as shares, debentures 

and other securities.  The income earned trough these 

investments and the capital appreciation realized is 

shared by its unit holders in proportion to the number 

of units owned by them.  Thus a Mutual Fund is the 

most suitable investment for the common man as it 

offers an opportunity to invest in a diversified, 

professionally managed basket of securities at a 

relatively low cost.  The flow chart below describes 

broadly the working of a mutual fund: 

Much of the empirical research on mutual funds 

has not given any significant contribution for the 

mutual fund investor. Unfortunately many mutual 

fund investors have probably never heard about these 

research results or their implications. They have 

heard some rules of thumb guidelines from their 

brokers or peers about how to select a particular fund. 

The purpose of this present study is to identify the 

selection cntena; investors seem to use in selecting a 

mutual fund institution that suits the investor’s 

investment objective and also to identify the factors 

that are responsible for the selection of schemes 

floated by these organizations. Further it attempts to 

identify the reactions from the respondents' namely 

mutual fund unit holders of Chennai, Murnbai, Pune 

and Delhi towards the performance of the different 

schemes. The researcher has employed interview 

schedule for the collection of data to elicit views of 

the Mutual Fund investor. A separate questionnaire is 

used to get the opinions of the Fund managers and 

professionals. 

The researcher has collected the names and 

addresses of the uncut holders from the respective 

mutual fund head quarters and applied convenient 

sampling method for the analysts’ purpose. However, 

utmost care was taken to have representative sample 

and it was restricted to 300. One hundred each from 

UTI Mutual fund, CANBANK Mutual Fund and LIC 

Mutual Fund and 9 Mutual Fund managers 3 each 

from the respective Institutions. 

Wall Woerheide (1982) in hire search note 

entitled "Investors response to the suggested criteria 

for the selection of mutual funds", termed the net 

sales ratio as the efficient market criteria. The Net 

sales ratio defined as the net proceeds from the sales 

of shares, plus the net asset value of shares Issued in 

payment of dividends and other distributions such as 

rights and bonuses to shareholders, less the cost of 

shares redeemed, divided by the total assets at the 

start of the year. 

He selected this definition for his empirical study 

because it is used in previous research by Carlson, 

R.S In has work "Aggregate performance of Mutual 

Funds, 1948- 1967"', Friend, Irwin, 'Marshall Blume, 

and Jean crocket "Mutual Funds and other 

Institutional Investors"- A New Perspective (1970)' 

and Mc Donald, John G (1974) "Objectives and 

Performance of Mutual Funds", 1960-1969.' 



Impact Factor.1.14:                          Mayas Publication [ISSN: 2395-5929]                          UGC Jr. No. : 45308           

                    Emperor International Journal of Finance and Management Research [EIJFMR] Page 35 
 

Paper ID: 13171005   Paper Received : 15/10/2017   Paper Accepted: 22/10/2017   Paper Published : 5/11/2017 

 

Gupta (1994) made a household investor survey 

with the objective to provide data on the investor 

preferences on mutual funds and other financial 

assets. The findings of the study were more 

appropriate, at that time, to the policy makers and 

mutual funds to design the financial products for the 

future. 

Sujit Sikidar and Amrit Pal Singh (1996) carried 

out a survey with an objective to understand the 

behavioral aspects of the investors of the North 

Eastern region towards equity and mutual funds 

investment portfolio. The survey revealed that the 

salaried and self employed formed the major 

investors in mutual fund primarily due to tax 

concessions. UTI and SBI schemes were popular in 

that part of the country then and other funds had not 

proved to be a big hit during the time when survey 

was done. 

UTI could do this nearly for three decades (1964-

1987) due to its monopoly in the industry. In the 

second phase of oligopolistic competition (1987-

1992), the public sector banks and financial 

institutions entered the field, but with the then 

existing boom condition, it was a smooth sailing for 

the industry. Further, the globalization and 

liberalization measures announced by the government 

led to a paradigm shift in the mind set of investors 

and the capital market environment became more 

unfriendly to retail investors. They had no other 

choice but to turn to MFs to reap the benefits of stock 

market investing. Hence, the need to be innovative in 

designing the product was not felt and investors had 

to choose from among the limited schemes offered. 

During the third phase (1992 hence) the industry was 

thrown open to the private sector and the stage got set 

for competition. 

Madhusudhan V Jambodekar (1996) conducted a 

study to assess the awareness of MFs among 

investors, to identify the information sources 

influencing the buying decision and the factors 

influencing the choice of a particular fund. The study 

reveals among other things that Income Schemes and 

Open Ended Schemes are more preferred than 

Growth Schemes and Close Ended Schemes during 

the then prevalent market conditions. Investors look 

for safety of Principal, Liquidity and Capital 

appreciation in the order of importance; Newspapers 

and Magazines are the first source of information 

through which investors get to know about 

MFs/Schemes and investor service is a major 

differentiating factor in the selection of Mutual Fund 

Schemes. 

Data Collection Methods  

For the purpose of the study two sets of data has 

been used. The first set of data is the primary data. 

This type of data has been collected from the 

investors with the help of a Questionnaire. The 

second set of data used for the study is the secondary 

data. The secondary data relating to net resources 

mobilized by banks and financial institution 

sponsored mutual funds, assets under management, 

investors mix etc is collected for a period of 2010-

2011. This type of data is collected from different 

investment periodicals, magazines, various 

newspapers, RBI reports, AMFI reports, SEBI annual 

reports; securities market reviews, study of existing 

journalism of different authors in the related field etc. 

 

Figure- 1. Conceptual Framework 

Based on the conceptual framework, the author 

of this paper developed and posited three broad 

hypotheses 

Research Hypotheses 

H1: Motivation through effective Performance 

Appraisal system positively influences the level of 

satisfaction among the employees in the system. 
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H2: Satisfied Performance Appraisal system 

positively persuades the high commitment among the 

employees towards the job. 

H3: Employees commitment positively affects the 

work performance among the employees. 

III. DATA ANALYSIS AND RESULTS 

The main objective of this research was to 

investigate the outcome of motivation through 

effective performance appraisal in the health care 

sector at Tiruchirappalli. Structural equation 

modelling was considered to be suitable to achieve 

this research objective because SEM determines 

whether relationships exist between the constructs 

enables us to accept or reject the theory [Schumacker 

and Lomax, 1996]. The four constructs mentioned 

were measured using a total of 24 items: 6 items for 

exogenous constructs (independent variables) and 18 

items for endogenous constructs (dependent 

variables). To examine the relationship among the 

variables of the research framework, the author used 

AMOS 20 to perform structural equation modelling 

(SEM) based on a correlation matrix. The Structural 

Equation Modelling (SEM) is adopted to measure the 

outcome of motivation through performance appraisal 

system towards employees’ performance. SEM is an 

extension of Path analysis framed to test a set of 

regression equations simultaneously. The maximum 

likelihood overall fit of the model was assessed by 

various statistical indexes such as chi-square (?2 ), 

comparative fit index (CFI), incremental fit index 

(IFI), normed fit index (NFI), and root mean square 

error of approximation (RMSEA).  

The variables used in the structural equation model 

are 

I. Observed, endogenous variables 

1. Performance Appraisal Satisfaction 

2. Commitment 

3. Work performance 

II. Observed, exogenous variables 

1. Motivation 

III. Unobserved, exogenous variables 

1. Error term for satisfaction on Performance 

Appraisal System 

2. Error term for Commitment 

3. Error term for Work performance. 

IV. Hence the numbers of variables in the SEM are: 

Number of variables in this model :  7 

Number of observed variables  :  4 

Number of unobserved variables :  3 

Number of exogenous variables :  4 

Number of endogenous variables :  3 

Figure- 2. Structural Equation Model on 

Performance Appraisal System 
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Table-1 Results of Hypothesis 

Note: ** denotes significant at 1% level 

   As per table 1, the co-efficient of motivation on 

performance appraisal satisfaction is .989 which 

indicates a high correlation effect on satisfaction, 

holding the other variable as constant. The estimated 

high positive sign implies that the satisfaction 

increases by .989 for ever unit increase in motivation 

through Performance appraisal system and this co-

efficient value is significant at 1% level. 

  The co-efficient of performance appraisal 

satisfaction on commitment is .973 which indicates a 

high correlation effect on satisfaction, holding the 

other variable as constant. The estimated high 

positive sign implies that the Commitment increases 

by .973 for ever unit increase in satisfaction in 

Performance appraisal system and this co-efficient 

value is significant at 1% level. 

The co-efficient of commitment on Work 

performance is 1.28 which indicates a high 

correlation effect on work performance, holding the 

other variable as constant. The estimated high 

positive sign implies that the performance of every 

employee increases by 1.28 for ever unit increase in 

the commitment and this co-efficient value is 

significant at 1% level. 

Table -2 Results of Research Hypothesis 

Hypothesis Description Result 

H1 Motivation through effective Performance Appraisal system positively influences the 

level of satisfaction among the employees in the system 

Supported 

H2 Satisfied Performance Appraisal system positively persuades the high commitment 

among the employees towards the job. 

Supported 

H3 Employee’s commitment positively affects the work performance among the 

employees. 

Supported 

Table – 3 Fit Indices and Analysis Results of the Structural Model  

Goodness of Fit Index (GFI) 

AGFI Adjusted Goodness of Fit Index  

CFI    Comparative Fit Index  

NFI Normed Fit Index  

Variables Hypothesis S.E. Standardized 

co-efficient 

(C.R. 

value) 

P value 

Performance 

Appraisal 

Satisfaction 

Motivation through 

PAS 

H1 .008 .989 6.974 <0.001** 

Employees 

Commitment 

Performance 

Appraisal 

Satisfaction 

H2 .005 .973 7.701 <0.001** 

Performance Employees Commitment H3 .024 1.028 2.623 <0.001** 

Variable Threshold value Goodness of fit Reference 

Chi-square value <3 .904 Schumacker & Lomax [2004]  

Lomax [2004]  

Kline [1998]  

Bollen [2001]  

Bollen [1989]  

Hu & Bentler [1999]  
Browne & Cudeck [1993]  

Stieger [1990]  

GFI >0.90  .998 

AGFI >0.90  .983 

CFI >0.90  1.00 

RMR <0.08  0.095 

RMSEA <0.08  .000 
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RMSEA Root Mean Square Error Approximation 

      Table 2 reveals the results of the hypothesis. 

Hypothesis framed on the basis of objectives were all 

supported by the study. As per table 3, since the value 

of the variable is within the suggested limits, the 

model is fit to be instilled on the collected data. 

Hence it can be interpreted as; motivation through 

effective performance appraisal leads to satisfaction 

among the employees in performance appraisal 

system which in turn increases the commitment 

which enhances the work performance among the 

employees. 

Table -4 Distribution of mean score on employee’s perception 

Motivation through performance appraisal Mean SD 

  I am motivated with the way appraisal system is used to evaluate my performance  3.37 .764 

Performance appraisal identifies performance problems to improve employee productivity and 

motivation. 

3.11 .951 

The tasks that I do at work are themselves representing a driving power in my job 2.42 .565 

Performance appraisal is valuable to me as well as to my organization 2.71 .471 

Appraisal system improves the relationship with my manager. 2.39 .575 

Performance Goals are clearly defined in the appraisal process 2.65 .491 

Satisfaction on performance appraisal   

I am satisfied with the way the performance appraisal system which is used to evaluate and rate 

my performance 

3.13 .937 

I am satisfied with the training given based on the performance review. 2.31 .551 

I am satisfied with the accurate feedback on my past performance. 3.06 .769 

I am satisfied with the feedback I receive on how I do my job which is highly relevant. 4.05 .922 

I am satisfied with the recognition provided by the organization for good performers  3.27 .819 

I am satisfied with the promotion based on Performance appraisal process  2.64 .824 

I am satisfied with the appraisal system in indentifying the areas of development 3.39 .882 

PAS on Commitment   

The appraisal tool enhances my  commitment 3.02 .836 

My commitment is enhanced because of the involvement in the actual preparation of the 

performance appraisal 

2.69 .776 

The time of my appraisal relates in a great way with my commitment at organisation. 3.65 .789 

I am greatly involved in making performance appraisal decisions. 2.94 .678 

My involvement in making performance appraisal decisions affects my commitment at work 2.91 .697 

Work performance   

I always reach my performance target 4.22 .972 

I consider my performance better than the average employee in this organisation 3.35 .772 

I feel that my performance is reflective of my abilities. 3.10 .952 

The quality of my work is superior  2.77 .946 

Often i perform better than what can be expected. 2.89 .901 

Overall I am very good performer 3.63 .945 

IV. DISCUSSIONS AND CONCLUSION 

Discussions 

Drawing on the conceptual framework, this 

study indicated the outcome of motivation through 

effective Performance Appraisal. The motivation 

serves the fundamental purpose in improving the 

work performance among the employees, a finding 

in accordance with Nagah Abd El-Fattah Mohamed 

Aly(2016) and Rajendran Vignaswaran(2005).The 

study found that that is a high positive impact of 

motivation through effective performance 

Appraisal system on satisfaction in PAS. 

Furthermore the satisfaction in PAS influences the 

commitment among the employees and supported 

by other studies kibe kahugu James (2013). The 

findings of the study also revealed that the high 

commitment among the employees increases the 
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Work performance among the employees and it is 

evident from other studies Sarah Brown(2011), 

Chung-Chieh Lee(2013), thus proving the model fit 

for the study. The present study attempted to find 

out the level of perception based on the mean 

scores. As per table 4, the employees are 

moderately motivated through performance 

appraisal by proper evaluation of their 

performance.  The employees are satisfied with the 

feedback provided for their improvement in 

performance thereby increasing the commitment 

and the work performance among them. But, it is 

revealed that a good and healthy rapport between 

the employees and their managers are at moderate 

level and it can be developed much more to open 

up the proper communication line to enable a good 

working relationship and encouraging for their 

better performance. Also the present study found 

that the employees were hardly satisfied with the 

Training program and promotion based on the 

performance review. Thus  the success of 

every organisation depends on motivating the 

employees through effective implementation of 

performance appraisal thereby increasing the 

commitment and improving the work performance 

among the employees. 

Conclusion 

  The findings of the present study proved that 

motivation through PAS influences employee’s 

satisfaction in the performance appraisal process 

and had a significant positive impact on 

commitment and work performance. The basic 

purpose of an appraisal system should be to 

improve the employee performance that will leads 

towards the organization success. Therefore, 

motivation through effective performance appraisal 

plays a definite role in increasing employee’s 

satisfaction, commitment and improving better 

work performance. Thus HR manager must 

conduct performance appraisal in fair and equitable 

basis to motivate the employees, which foster a 

high work performance among them, retain the 

potential employees with the high level of 

satisfaction and commitment and create a good job 

attitude among the employees in the healthcare 

industry. 
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