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ABSTRACT

THE RELATIONSHIP BETWEEN ORGANIZATIONAL JUSTICE AND
EFFECTIVENESS OF PERFORMANCE APPRAISAL SYSTEM

Zamlic Bin Aba

Emplovee perlormance appraisal is one of the most commonly used management tools
in an organization regardless of public or private sector, big or small. Therefore, this
study investigates the relationship between organizational justice and the effectiveness
ol perlormance appraisal system in selected public organization, The populations in this
study are all emplovees working at the organization. Data werc obtlained via a
questionnaire. There are 150 guestionnmres distributed to the respondents from two
organizations, Ibu Pejabat Polis Dacrah Kota Samarahan and Serian. There are 76
gquestionnaires were completed and returmned and 5 questionnaires were rejected due to
incomplete responses. Five points Likert rating scale representing the dimension of
organizational justice and the eflectiveness of performance appraisal system was
included. The lindings of the study based on Pearson Correlation analysis, indicated that
the respondents perceived the performance appraisal system was to be fair as indicated
by the results of hypothesis testing which shows that there is a significant relationship
between all the dimension of organizational justice; distributive justice, procedural
justice and interactional justice towards the effectiveness ol performance appraisal
system. On the other hand, the result of the Regression analysis shows that interactional
Justice become the dominant factor in influencing the eflectiveness of performance
appraisal system. Finally, there are some recommendation had been made for the future
improvements in terms ol appraiser. management and [uture researchers.



ABSTRAK

HUBUNGAN DI ANTARA KEADILAN ORGANISASI DAN KERERKESANAN SISTEM
FPENTLATAN PRESTAS]

Samlic Bin Aba

Penilafan prestasi pekerfa adalah salah satu alat yang biasa digunakan dalam
penguiusan tunpa memperhatitan organisai ity adalah awam atan swasta, hesar atat
kecil, Oleh sebub ine, kajian ini mengenal pastt hubungan antara keadilan organisasi
dan keberkesanan sistem penilaian prestasi di organisasi awam vang terpilih, Populasi
hagi kafian ini adalah semua pekerfa vang bekerja di oreanisasi fersebut. Data
diperoleh melaldd horang soal selidik. Terdapar 150 borung soal selidik telah diedarkan
ke Ibu Pejubat Polis Daerah Kota Samarahan dan Serian. Sebanvak 76 borang soal
selidik telah diisi dengan lenghkap dan dikembalikan dan sebanvak 3 borang soal selidik
ditolak kerana jaowapan tidak lengkap. Lima point skala Likert digunakan untuk
mengukur tahap keadilan dalam sistem penilaian prestasi. Berdasarkan kepada analisis
Pearson Corvelation, responden merasa adil terhadap sistem penilaian  prestasi
berdasarkan  keputusan  analisis  hipotesis  vang  menunjukkan  bahawa  terdapat
hubungan vang signifitan di antava dimensi keadilan organisasi ifaim keadilan
prosedur, keadilan pengagihan dan keadilan interaksi terhadap keherkesanan sisiem
penilaian  prestasi.  Manakala,  keputusan  davipada  analisis  Regression  pula
menunjikkan  Feadilan  interaksi  menjadi  faktor  wtema  pemypumbang  kepada
Keberkesanan sistem penilaion prestasi. Akhir sekali, terdapat beberapa cadangan vang
telah diberikan kepada penilai, pengurusan dan pengkaji bary wniuk menambah baik
keherkesanan sistem penilatan prestasi pada masa hadapan.



ACKNOWLEDGEMENT

My sincere thanks are given to Ketua Polis Daerah Kota Samarahan and Scrian for
giving the permission [or allowing me to conduct my rescarch by distributing the
questionnaire. [ am particularly thankful to my Supervisor, Dr. Zaiton Hassan for his
unfailing patience and guidance during the research and preparation of this dissertation.
She shared her love of knowledge and rescarch with me along with her tme to help
ensure successful completion of my academic journey.

My family has oflered me unconditional love and support through the vears that it has
taken me to complete this degree. My family has also proved time and again their
willingness to lend a hand when needed. I thank my parents for their constant love and
initial encouragement of my academic pursuits, I truly cannot express my appreciation
for their love and the complete support that they have unselfishly given to me.

Finally. 1 sincerely thank to my friends for their participation in my academic efforts.
Through the years [ have learned from them and appreciated the opportunity they have
afforded me in pursuing this degree. My heartfelt gratitude o all of vou, [ look forward
to beginning the next step in this journey.



Pusat Knidmat Mawlumat Akadeatoe
L:l'\llvl'_p-liji‘il ¥ial. '\.'l_".;x..'L '.'..'i.-'i'i\'...--.'i.u .-';:.\

TABLE OF CONTENTS

Acknowledgements
Table of Contents

List of Tables
Listof Figures

Absiract
Ahbstrak

CHAPTER 1 - INTRODUCTION

1
|
1
l

1

5
0
g
B

Ry

Intreduction

Backeround of study
Statement of problem
Research objective

1.41  General objective
1.42  Specific objective
Conceplual framework
Research hypothesis
Significant of study
Conceptual delimition

[.71  Dustributive justice
1.72  Procedural justice
173 Interactional justice
1.74  Effectivencss ol Performance Appraisal system
Operational dehnmtion

1.91  Distributive justice
192 Procedural justice
1.93  Interactional justice
1.94  Ellectiveness of Performance Appraisal System
Limitatios of study
Summary

CHAPTER 2 - LITERATURE REVIEW

b2 B2 82

il
2
3
4

Introduction

Context for the topic

Fairness in performance appraisal

Related theories

241 Theory underlying distributive justice
242 Theory underlying procedural justice
243 Theory underlying interactional justice

v

Ll
11
11

12
12

I

14

14
It

17
18
14



2.5
2.6

244 Theory underlying performance appraisal
Previous research supporting the study
Summanry

CHAPTER 3 - RESEARCH METHODOLOGY

3.1
3.2
o
34
35
3.6
3.7

3.8

39

Introduction
Rescarch design
Methodology
Population under study
Research sample
[nstrumentation
Data collection
371 Reliability, validity and practicality
372 Pilot test
3.721  Dhata screening test
3.723 Factor analysis, KMO and Bartlett’s test
Data analysis procedures
3.1 Descriptive statistic
382 Inferential statistic
3,821 Pearson Correlation
3.822 Multiple Regression
Summary

CHAPTER 4 — FINDING AND DISCUSSION

]|
7
3

4.4

Introduction

Respondent’s demographic charateristic

Factors inlluencing the effectiveness of

performance appraisal system

431 Score results for distnibutive justice

432 Score results for procedural justice

433 Score resulls for interactional justice

433 Score result for cffectiveness of
performance appraisal system

Result of hypothesis testing

4.41  Pearson Comrelation

442 Multiple regression

Summary of hypothesis testing

Summary

20
21
24

23
25
26
26
26
2R
30
30

31
33

34
35
33
36

360

30

41
42

44
48
50
51



CHAPTER 5 - IMPLICATIONS AND RECOMMENDATIONS

el Introduction

5.2 Summary of study

23 Implications of study

54 Recommendations

531  To the appraiser
532 To the management
533 To future researchers
Conclusion

LA
LA

REFERENCES

APPENDICES

vi

th
Rt |



LIST OF TABLES

Table 3.1
Five Point Likert Rating Scale

Table 3.2
Examples ol Questionnaire Taken From Previous Research

Table 3.3
Data Screening Result

Table 3.4
Goodness of Data

Table 3.5
Score Value of Pearson Coefficicnt ‘'

Table 3.6
Hypothesis Testing

Table 4.1
Distribution of Demographic Characteristic of Respondents

Table 4.2
Respondent by Distributive Justice and Effectivenecss
of Perlormance Appraisal System

Table 4.3
Respondent by Procedural Justice and Effectiveness
of Performance Appraisal System

Table 4.4
Respondent by Interactional Justice and Effectiveness

of Performance Appraisal System

Table 4.5

Score Results of Effectiveness ol Performance Appraisal System

Table 4.6
Results of Hypothesis Testing

Vil

29

29

34

40

41

42

43

44



Table 4.7
Result of Regressions Analysis

Table 4,9
Summary of Hypothesis Testing

Vil

48



LIST OF FIGURES

Figure 1.0

Research Framework

1%




CHAPTER 1
INTRODUCTION

i.1 Introduction

This chapter discusses the background of the study, statement of problem,
definition of key terms, and limitations of study. The importance of this chapter to be
conducted is to give an overview about the studied topic which 1s performance appraisal

and organizational justice with deeper understanding.

1.2 Background of study

Today's workforce 1s rapidly changing, inlormation-savvy, and requiring
lexibility and accommodation as never before (Abd. Aziz Yusol, 2009), For these
reasons, organizations must think constantly and strategically about how to build and
grow an exemplary workforce capable of meeting the challenges of today and
tomorrow. Individual at all organizational levels from the executive officers to the front
line must be held accountable for their performance while being ready, willing, and able
lo improve continuously, Continuous performance improvement is a process. and one

best facilitated through perlormance appraisal (Wicse & Buckley, 1998).



Perfommance appraisals olien arouse a raft of strong reactions, emotions, and
opinions when brought together in the organizational context of a formal appraisal
procedure (Cook, 1993). Most organizations throughout the world regardless of whether
they are large or small, public or private, service or manufacturing, use performance
appraisal, with varying degrees of success, as a tool to achieve a variety ol human
resource management objectives (Dev Kumar, 2005). Crganizations use different tools
and have a number of goals for perfonmance appraisals, ollen resulting in some

confusion as to the true purpose ol performance appraisal systems.

However, at its core, the performance appraisal process allows an organization to
measure and evaluate an individual employee's behavior and accomplishments over a
specific period of time (Wiese & Buckley, 1998). Performance appraisal 1s a vital
component of a broader set of human resource practices. It is the mechamism for
evaluating the extent o which each employee’s day-to-day performance is linked to the

goals cstablished by the organization (Abd. Aziz Yusof, 2009).

According to Chen and Eldnge (2010), performance appraisal is considercd as a
“formal annual intervicw that generates social interactions between managers and
emplovees to formulate action plans through a discussion of the individual’s previous
job performance and f[uture developmental needs” (p. 245). Meanwhile, Ab. Aziz Yusof
(2009) states that performance appraisal is seen as an evaluative and developmental
process. Appraisal practices often include formal review and feedback sessions, and
may include procedures for establishing work objectives, conducting self-appraisals, and
sclling performance goals, The processes inherent in these systems and the performance
appraizal outcomes themselves can have an important influcnee on employees” reactions
toward their work, their supervisors, and their organization as a whole (Cook, 1995).
The appraisal process can also become a source of frustration and extreme
dissatisfaction when employees perceive that the appraisal system is biased, political or

irrelevant (Thurston & MceNall, 2010).



On the other hand, organizational justice refers to the employee’s views ol
whether they are being treated [airly by the organizaton (Abu Elanain, 2010). Zhang,
Nie and Luo (2009) said that organizational justice describes and explains the role of
justice in workplace and it is the key issues in the organization. Meanwhile, Tatum,
Eberlin, Kottraba and Bradberry (2003 ) state that organizational justice refers to the fair,
just and ethical treatment of individuals within the organization and is intimately tied to
leadership and decision processes. Leaders are expected to create performance appraisal
systems thal members perceive as fair, caring and open. In a [air and ethical system, the
decision that leaders make should reflect fair treatment of people and concem for their
welfare, Academicians have identified that there arc three main dimensions of
organizational justice namely distributive justice, procedural justice and interactional
justice (Nabatchi, Bingham & Good, 2007; Klendauer & Deller, 2009; Wang, Liao, Xia
& Chang, 2010), There are a difference between the dimension but all of them are

depends to each other,

1.3 Statement of problem

Effectivencss of performance appraisal has so far been studied i different
contexls but very few have studied it in the context ol organizational justice (Gul, Dolu,
& Dogutas, 20100 In a study conducted by Soltani, Meer, Williams, and Lai (2006)
shows that the respondents tended to agree that four criteria are vital to any quality-
driven performance appraisal system, namely helping employees w improve their
performance, promoting customer focus, involving all employvees in the modification of
the system, and approaching performance evaluation as a quality improvement effort. In
addition, comparing such a quality-driven system to their current performance appraisal
practices, the interview respondents expressed concerns about their over reliance on

inadequately trained supervisors as the main source of appraisal and about their lack ol'a



performance appraisal system that cffectively integrates all the key performance

indicators in support of'the organization’s quality-related aims and objectives.

In other context, Sillip and Klimberg (2010) studied about assessing the ethics of
implementing performance appraisal system shows those performance evaluators with
more education and maturity believed performance appraisal helped them manage more
effectively, However looking at the time they spent to conduct performance appraisal. it
raises some ethical concems, particularly for those managers who are older with higher
cducation levels. They are usually in positions of greater responsibility within the

corporation and have greater inlluence on employee’s career.

In another context, Rusli Ahmad and Nur Azman Ali (2004) discuss the rescarch
on performance appraisal system on the Malaysian public service by applving the
Cognitive Processing Model (CPM) of raters. It offers an understanding and explanation
of the role of CPM as a new perspective in the decision-making process in performance
appraisal. In addition. Tatum and Eberlin (2008} studied about the relationship between
organizational justice and conflict style found that contlict will never be eliminated. and
it is often constructive, but it can also be very destructive if issucs of [aimess and justice
are not deal with effectively, Conlflicts style as stated in their study includes avoiding,

competing, sharing, accommaodatng, and collaboration,

In this study, 1t will attempt 1o explore the effectivencss of performance appraisal
system in the context of organizational justice by examining its relationship. These can
be obtains from the dimension of organizational justice namely distributive justice.
procedural justice, and interactional justice. Distributive justice emphasizes [aimess in
the distribution or allocation of outcomes and decision result (McDowall & Fletcher,
2004; Nabatchi, Bingham & Good, 2007; Dayvan & Benedetto, 2008; Abu Elanain,
2010). So, the question here is, “Do you as an employee feel that at the end result of the

performance appraisal was fair?”
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Meanwhile, procedural justice refers 1o participant’s perceptions about the
fairness of the rules and procedure that regulate a process (McDowall & Fletcher, 2004;
MNabatchi, Bingham & Good, 2007; Dayan & Benedetto, 2008; Abu Elanain, 2010},
Here, the question we could ask is, “Do vou believe the process the organization uses to

do their performance appraisal is fair? Arc their methods fair?”

Interactional justice is concemed with the communication process between the
source and the recipient and emphasizes the importance of politeness, honesty, dignity
and respect during the enactment of the procedures (Nabatchi, Bingham & Good, 2007;
Davan & Benedetto, 2008; Klendauer & Deller, 2009). The question here is, *Does the

organizalion treat all employces similarly and with respect?

On the other hand, emplovee perfonmance appraisal, whereby a superior
evaluates and judges the work performance ol subordinates, is one ol the most commaon
management practices utilized in an organizations. The widespread use of performance
appraisal can be attributed 1o the belief by many managers and human resource
professionals that performance appraisal is a critically needed tool for effeetive human
resource managemenl and performance improvement (Longenecker & Gofl, 1992). The
assumption appears to be that an ctlectively designed, implemented, and administered
performance appraisal system can provide the organization, the manager, and the

employee with a lot of benefits (Cascio, 1987; Coens & Jenkins, 2000).

[n spite of its widespread use, or perhaps because of it, the practice of formal
perlormance appraisal continues to come under considerable scrutiny and criticism.
Performance  appraisal is one ol the most widely researched arcas in
industrial/organizational psychology (Murphy & Cleveland, 1991.) Rescarchers have
developed and practutioners have implemented various changes o the evaluation
criteria, rating instruments, and appraisal procedures in an cffort o 1mprove the
accuracy and perceived faimess of the process (Banks & Murphy, 1985). However, in

spite of the atiention and resources applied to the practice, dissatisfaction with the

(¥



process still abounds and systems are often viewed by cmployees as inaccurate and

unfair (Church, 1985),

Therefore, this study will aim to investigate the perceived fairness ol employee
lowards the effectivencss ol performance appraisal system based on the dimension of
organizational justice. The fact is performance appraisal is not an casv task to perform
by all organization. However, based on research problem has been stated, it needs to

have a proper process and procedures in order to have an eflectiveness performance

appraisal.

1.4 Research ohjective

1.41  General objective

This research aims to examine the relationship of organizational justice

and the effectivencss ol performance appraisal system.
1.42  Specific objective

. To examme the relationship of distributive justice and the effectiveness
of performance appraisal svstem,

2. To examine the relationship of procedural justice and the effectiveness of
performance appraisal system.

3. To examine the relationship of interactional justice and the effectiveness
of performance appraisal system.

4. To discover the dominant factor that influences the effectiveness of

performance appraisal system.



1.5 Conceptual framework

The conceptual framework is divided into two categories which are independent
variable and dependent variable, A variable is some characteristic of some event, object,
or person that can take different values at different times, depending on the conditions.
The independent wariables in these studies are the wvariables that systematically
manipulated, Meanwhile, the dependent variable is the variable that is affected by the

independent variable.

Dependent variable

Distributive If/
Justice

Effectiveness of

performance

Procedural appratsal system

JTustice e Process

e Outcomes

e Feedback

Ld

Dependent Variable

Figure 11 Research Framework




1.6 Research hypothesis

Basced on the research objective and conceptual framework, researcher has come

out with four hypotheses as shown in the following:

H,1  There is a significant relationship between distributive justice and the

effectiveness of performance appraisal system.

H.2 There is a significant relationship between procedural justice and the

elfectiveness of performance appraisal system.

H,3  There is a significant relationship between interactional justice and the

effectiveness of performance appraisal system,

H, 4 There is a dominant [actor that influences the effectivencss of performance

appraisal system

1.7 Significant of study

The findings and outcomes ol this study hopefully will provide some uselul
information to all personnel who involve directly and indirectly on the implementation
of performance appraisal system and increasing the level of acceptance towards the

systen,

The management can give and add a policy in their current performance
appraisal system regarding justice throughout the organization. Justice policy must be
distnibuted fairly beyond races, genders, hierarchy, departments and so on without
discrimination. Besides, it is the organization policy to document the expectations of
individual and organizational performance, provide a meaningful process by which

employees can be rewarded for noteworthy contnbutions to the organization, and



provide a mechanism to improve individual and organizational performance as

NoCCEsAry.

In addition. the management will understand the mmpact of performance
appraisal svstem to the whole organization as a result of organizational justice. It also
can provide them the understanding of their roles and responsibilities in performance
appraisal process in terms of clarify the job duties, communicate expectations and
standards, observe perlormance, analyze performance, report performance. and develop

performance.

On the other hand, the human resource department can provide training 1o the
raters so that the raters able to conduct an effective appraisal. A weakness of many
perfonmance appraisal svstems is that raters are not adequately trained for the appraisal
lask. As consequences, the appraisals become nondirective, meaningfulness and bias,
Therefore. they must ind a way to improve the competencies of the raters that are
critical for cffective appraisal, Without these critical competencics, the appraisal process

cannot achicve its desired objective,
1.8 Conceptual definition
1.81  Distributive justice

Distributive justice deals with the faimess in the distribution of outcomes
(rating) received by the person being rated (Nabatchi, Bingham & Good, 2007).
In other words distributive justice deals with what the decision are at the end of
the appraisal process. A performance appraisal system would sausly the
distnbutive justice principles if the employees and the supervisors set annual

performance objectives and standards that provide realistic expectations.



1.82  Procedural justice

Procedural justice refers to the perceived fairness ol the process by which
outcomes were determined (Klendauer & Deller, 2000}, In other words, it
¢xamines the faimess of the performance appraisal process. Procedural justice
principles include encouraging emplovee input throughout the performance cyele
from development of standard through information gathering, the rating process,
to providing leedback. Besides, it also concemed with providing employees with
mput into  decision making by ensuring fair (reatment. communicating
information  accurately, consistently, suppressing bias, and providing

opportunitics.

1.3 Interactional justice

Interactional justice has been defined as the quality of interpersonal
treatment people receive during the enactment of organizational procedures
(Davan & Benedetto, 2008). Interactional justice relates to the human side of
organizational procedures, i.c. o the way the management or decision makers

treat all employees in a polite way.

1.84  Effectiveness of Performance appraisal

According to Dev Kumar (2005), the effectiveness of performance
appraisal system shows through the process. outcomes and feedback employee
received and at the same time help the employees learning about themselves,
know how they are doing, and know how the management wvalued them.
Meanwhile, performance appraisal is considered as an evaluation and grading

exercise undertaken by the organization on all its employees either periodically

10



