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Employee Responses to Formal Performance Appraisal Feedback

Jone L, Pearce and Lyman W, Porter
Graduate School of Management, University of California, Irvine

The present study investigates the attitudinal impacts of the receipt of formal performance appraisal
feexiback, 1t is supgested that the feedback that one is “satisfactory’” will be disconfirming for many
feedback recipients. Therefore, it is hypothesized that (a) attitudes toward the performance appraisal
systems and (b) erganizational commitment will decrease and remain lower for those receiving “sat-
isfactory” ratings, whercas the attitudes of those reosiving higher appraisal ratings will remain un-
changed, The hypotheses are tested on panels of menagement and nonmanagement employees (these
fatter receiving new appraisals 12 months afler their managers) in two federal agencies over 4 30-
month period vsing perceived and actual performance ratings, Thece was a significant and stable drop
in the organizational commitment of satisfactory employess after the iniroduction of formal appraisals,
with mixed results for attitudes toward the appraisal system. The findings suggest that potentially
negative consequences of implicitly comparative formal performance appraisals can occur for those
perfarming at a satisfactory, but oot outsianding, level, This study also provides an empirical check
on the accuracy of self-reporied appraisal ratings,

Performance appraisal is one of the most widely researched
topics in all of personnel psychology. In recent years atiention
has been even greater because of important potential implications
relating to fair employment practices and because of increasing
concerns about employee productivity in organizations, Much
of this rather voluminous literature on appraisals has focused
on improving the accuracy of ratings by means of better instru-
mentation and more effective rater training. However, the present
study is concerned with the effects of received appraisals on those
being evaluated.

Formal performance appraisals ean be viewed ns a particular
kind of feedback, One of the primary purposes of formal ap-
praisals is the provision of clear, performance-based feedback to
employees (Carroll & Schneier, 1982). There has been a sub-
stantial body of research on the effects of feedback, with llgen,
Fisher, and Taylor (1979} providing a comprehensive review of
the research literature. They identify the sign of the feedback—
whether it 15 seen as positive or negative—as one of the key vari-
ables in message perception. In fact, Landy and Farr (1983) view
the sign of the message as “the most important message char-
acteristic in terms of its impact on the acceptance of feedback”
{p. 168).

Despite the availability of prior research coneerning the “ac-
ceptability” of positive/negative feedback, no empiricat studies
were located that have directly investigated the impact of the
sign of the feedback on the subsequent attitudes and behavior
of employees in the work sifuation, Although rigorously devel-
oped research on perceptions of feedback suggests that the sign
of the feedback message is critical in perception of message con-
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tent, it provides no data concerning the effects of feedback per-
ceptions on subsequent attitudes and behaviors. There have been
suggestions that performance appraisal feedback can have neg-
ative impacts on recipients’ attitudes and subsequent behaviors,
but these observations have not been subjected to empirical test,

Several theorists have, however, described “'defensive’’ respon-
$¢5 10 negative feedback, De Nisi, Randolph, and Blencoe (1980)
suggest that employees may atiempt to retaliate when they receive
low ratings from peers. Taylor, Fisher, and Ilgen (1984) argue
that, even when a feedback system is perceived as fair, negative
feedback may threaten employees’ perceived freedom of choice
and could result in defiant opposition or reaclion to the super-
visar.

Thompson and Dalton (1970) and Meyer (1975) have written
on the dysfunctional effects of appraisal ratings feedback.
Thompson and Dalton (1970) analyzed the experiences of several
engineering firms with the introduction of format appraisals for
their technical employees. They found widespread dissatisfaction
and reported generally lowered individual self-confidence and
job performance. The auvthors noted:

Performance appraisal touches on one of the most emotionally
charged activities in business life—the assessment of a ran’s con-
tribution and ability, The signals he receives abont this assessment
have a strong impact on his self-esteem and on his subsequent per-
formance. (Thompson & Dalton, 1970, p. 150.) .

Similarly, Meyer (1975) suggested that employees given “below
average’’ merit ratings become alienated and demoralized, This
is because most employees consider their own work performance
to be “above average.”’ For example, Meyer (1975) reported the
results of four samples of employees rating their own perfor-
mance. He found that from 70%-80% of the employees in these
samples rated their own performance as “in the top 25%." Meyer,
Kay, and French (1965) found that ¢riticisra had a negative effect
on the achievement of goals, whereas praise had little effect one
way or the other, There is, however, a virfual absence of research
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evidence 10 suppor! these or any other conjectures concerning
the possible reactions of emplovees to their appraisal ratings,
and therefore the present study is concerned with testing these
arguments,

This study was part of a large-scale research effort to evaluate
the effects of the 1978 Civil Service Reform Act (Perry & Porter,
1981}. One of the primary areas of the Act involved the initiation
of formal objectives-based performance appraisal procedures in
all Federal agencies, Although appraisal systems had previously
besn put into operation in some agencies prior to the Act, they
were not conducted systematically and universally throughout
the government, The Act mandated that formal performance-
based procedures be developed and implemented in all agencies.
In the larger investigation of which this study was one component,
five diverse federal agencies formed the sample of organizations.
For two of these five agencies it was possible to obtain a sufficient
sample of employee attitude data before and after the imposition
of the new performanee appraisal systems, In each agency attitude
data were collected from separate samples of managers and non-
management employges, because each group received the new
eppraisal ratings at different times—managers |2 months before
nonmanagement employces. This allowed limited control of the
“history effects,” with the lower level employees acting as a control
group during the first 12 months of the managers’ appraisal pe-
riod.

Although actual performarnce appraisal ratings are available
in only one of the agencies, self-reported ratings are available in
both, However, because the present study is concerned with re-
actions 1o appraisal feedback, perceived rating would be expected
to be a better predictor of recipient reactions and to represent
the primary focus of this investigation, Nevertheless, both actual
(where available) and self-reported ratings results are reported,
Thus, one by-product of the present study is the opportunity to
examing the accuracy of self-reported ratings in the one agency
in which both are available,

The present sample—two federal agencies, each composed of
managers receiving feedback on the new performance-based ap-
praisal system (2 months before nonmanagement employees in
the same agency—provides a unique opportunity to test the ef-
fects of performance appraisal feedback. It is rare in field settings
to find the introduction of a new form of appraisal feedback for
some grolps but with other groups not receiving such feedback.
For the first time in these organizations individuals were given a
formal performance rating, based on objectives for their specific
jobs, that was (by law) to be used for all promotions, pay increases,
and reductions-in-force {layoffs), Furthermore, the data were
avaifable for all respondents over a 33-month period, before and
after appraisal feedback, to both management and nonmanage-
ment employees. Finally, the two agencies serve as independent
lests {each can be seen as a replication of the test in the other)
of the hypotheses.

11 is supgested that performance feedback that one is “‘satis-
factory” or “meeting standards™ witl be experienced as negative
by many of these appraisal feedback recipients, not just by those
receiving objectively poor performance ratings. This follows from
Meyer (1975), among others, who Indicated that most employees
consider themselves to be above-average performers. Additional
support is provided by Parker, Taylor, Barrett, and Martens
{1959), Ilgen, Peterson, Martin, and Boeschen (1981), and Smir-

¢lch and Chesser (1981), whao found that subordinates rate their
own performance mote highly than their supervisors do, This
discrepancy in the perceptions of supervisors and subordinates
has also been noted by Mowday (1983) and Feldman (1981),
Thus, it might be expected that many average performers would
experience such feedback as negative,

If subgrdinates experience disconfirmation of their self-per-
ceptions of “above average™ performance, it could be expected
to result in experienced cognitive dissonance. Such individuals
should, therefore, be motivated to reduce the dissonance (Fes-
tinger, 1961}, However, there is little evidence from employment
situations 1o suggest how they might atiempt to reduce it Limited
dirgction is provided by Mowday (1983), who suggests that ego-
defensive bias would lead employees receiving perceived poor
rafings 1o blame their failure on external factors rather than on
their own personal characteristics.

One way to reduce dissonance is to minimize the importance
of the information received, However, this is particutarly difficult
with appraisals that represent the organization’s formal assess-
ment of one’s performance. As Thompson and Dalten {1970)
noted above, appraisals become emotionally important to many
in organizations, Furthermore, when appraisals will be used to
administer organizational rewards such as promotions and pay
(as in the pressut agencies), it is even more difficult to devalue
them, Alternatively, blame can be placed an such external factors
as task difficulty, the source of the rating, that is, the supervisor,
or the organization that sponsored such a (poorly run) appraisal
system, This follows from Meyer (1975), who suggested 1hat em-
ployees given below-average merit raiscs often become disen-
chanted with their employers, and Thompson and Dalton (1970),
who argued that any system that includes either explicit or im-
plicit peer-comparisons resuits in self-blame, (lowered employee
self-confidence and reduced individual performance) and em-
ployer blame (increased turnover),

The present hypotheses follow from this attribution theory
framework, Following Mowday (1983) and others, we expect the
ego defense mechanisms for such important feedback as work
performance will lead those receiving (merely) satislactory ratings
to blame external factors rather than themselves. We would expect
the most likely targets of such blame to be the supervisor (who
made the judgment), the performance appraisal system {inap-
propriate measures), and the organization (it developed the pol-
icy), with no a priori predictions concerning which target will
ba preferred, There is some evidence that characteristics of the
appraisal system (and other features of the feedback process)
may influcnce which target is chosen, Landy, Barnes-Facrell, and
Cleveland (1980) found that characteristics of the performance
appraisal system {(e.g., frequency of evaluation, supervisor's
knowledge of performance) were better predictors of the perceived

““faimess” of the evaluation than was the actual rating reccived

by the employee, That is, when the appraisal system was perceived
as fair and accurate, it was not blamed for the low rating, In the
present study, those receiving relatively high ratings would be
expected to experience “confirmation” of their positive self-per-
ception, and thus we would expect no change in their attitudes
toward these objects (Mever ct al., 1965). Data are available on
two of these external targets. (Because the present test is taken
from a larger evaluation of the impact of personnel changes on
these organizations rather than a direct assessment of employee
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attributional processes, no reliable scale for “blaming the su-
pervisor” was used during the entire 30-month study period.)
Therefore, the present study addresses two hypotheses:

Hypothesis 1,  Attitudes toward the performance appraisal
system will decrease and remain lower after the introduction of
the appraisal system for those receiving relatively fow ratings on
it, whereas the aftitudes of those receiving relatively high ratings
will be unchanged,

Hypothesis 2. Those receiving a relatively low rating on the
appraisal system will have more negative attitudes toward the
organization afler its introduction and the attitudes will remain
sipnificantly lower, whereas the attitudes of those with relatively
high ratings will remain unchanged.

Method

Context and Sample

Data were obtained from a random sample of federal civil service
empiovess from a National Aeronautic and Space Administration research
center and & Department of Defense engingering station, The research
center is responsible for research in the storing of lightweight flight strue-
tures, fluid mechanics, and fundamental aerodynamics. The engineering
slation provides inservice engineering support for the sucface warfare
systems of the United States Fleet and the ships of friendly nations, En-
gincers and scientists are the dominant employee groups in both orea-
nizations {engineers, scientists, and professionat administrators comprise
4% of the respondents; technicians, 23%; and clerical and trades, 13%),
Seventy-cight percent of the sample is male and 78% are non-Hispanic
whites, The present study reports data from these two organizations for
managers—managers and supervisors in federal civil service Grades 13
to 15-and nonmanagement employees {hereafier called “employees™)—
nonsupervisors in Grades i3 to 15 and ali employees in Grades 12 and
below, The data are analyzed separately, because the manapers received
their first ratings on the new performance appraisal system a year before
the employees. Several other rescarch sites that were part of the larger
evaluation of the cffects of the Reform Act could not be used in the
present study because the number of managers in these agencies was
prehibitively small for the analytic techniques employed.

Prior to the implementation of the Act’s mandaled objectives-based
performance appraisal system, both agencies wsed more informa! and
subjective means to appraise performance, Appraisal practices at the re-
search center varied widely, Many supervisors preferred informal face-
to-face sessions with subordinates. One center respondent referred to
them as “blank paper reviews,” since the subordinate and supervisor
would sit down to discuss performance, “each with & blank picce of
paper” At the engineering siation there was a more formal system, but
it was “trait-based,” in which supervisors rated their subordinates on
characteristics such as “leadership.”’

Title 1t of the Civil Service Reform Act of 1978 mandated at least
yearly evaluation on an appraisal system: “establishing performance
standards which will, to the maximum extent feasible, permit the accurate
evafuation of job performance on the basis of objective criteria (4302
(bX1)." Both sample organizations met their statutory vequirements,
The sample manngers received Talings and performance feedback in Oc-
tober 1981 and again in October }982; the sample employees received
their first performance ratings in October 1982, Managers and employees
were rated on objectives, and these ratings were summarized as an overall
rating through approved formulae, For managers these ratings directly
determined merit pay awards, but for employees standard pay increases
were given to all those with satisfactory or better performance, The new
system required performance-based objectives, a summary rating, and
face-to-face feedback with the subordinate signing the appraisal form
and required that these ratings be the basis for personnel decisions,

Procedure

The study used a time-series, repeated measures quasi-experimental
design (Cook & Campbell, 1979), The present sample is composed of &
panel of respondents who completed attitude questionnaires at the fol-
lowing series of time periods across a total of 30 months,

Time I—Pre-ratings period. Attilude gueslionnaires were distributed
to respondents by members of the research team at three points in time
before either managers or employees received formal ratings, If a re.
spondent provided complete attitude data in June 1980, December 1980,
and June 1981, or any two of these, the mean of the responses is used
#s the Time | value, Whenever more than one Time 1 response was
available the responses were averaged rather than the random selection
of one questionnaire administration, o that ail available data could be
used to provide a more stable measure of pre-ratings attitudes, If the
respondent completed the questionnaire only once during this period,
the single value is used,

Time 2—First ratings feedback for managers and pre-ratings for em-
playees. The fourth survey was conducted in December 1981, 2 months
after the first ratings feedback was received by managers in October 1981,
but ten months before the employees received their ratings,

Time 3—Second ratings feedback for managers and fiest ratings feed-
baek for ermployees,  The final survey was conducted in December 1982,
2 morths afler the second year-end ratings feedback to managers and the
first ratings feedback 1o employees.

Respondents were fully informed that this was an Office of Personnel
Management funded evaluation of the act, that their responses would be
completely anonymous, and they were given brief “letter format™ feedback
afler each questionnaire session, Respondents were randomly selected,
and the average response raie was 81%.

Measures

The first independent variable of self-reported rating was taken from
# question asked only at the final questionnaire administration (i.e,, Time
3}. Respondents were asked *What was your annual performance appraisal
rating Jast year?” Note that this would be the second rating for managers
and the first rating for employees, Those indicating that they knew what
their rating was (94% of respondents) had the following choices: “out-
standing,” "highly successful/highly satisfactory/excellentfexceeds ac-
ceptable,” “successful/satisfactory/fully satisfactory/acceptable” and
“unsatisfactory/unaceeptable.” Those in the first two categories were
grouped together as “high"” (64% of sample), the next category is called
“salisfactory selfireporied rating” (36% of sample), and there were no
respondenis reporting unsatisfaciory performance.

The second independent variable, actuatl rating, is available only for
research center managers and employses, A comparison of actual and
self-reported ratings for center employees and managers is reported in
the Analysis seciion,

The dependent variables consist of {hree attitude scales, representing
the respondents’ (a) perceptions of appraisal system operation and or-
panizational impact and (b) commitment to the organization,

1. Perceptions of appraisal system operation and organizational impact.
These are reflected in Operation of System and Effects of Performancs
Appraisal on Crganization scales. The questionnaires contained statementy
about present appraisal practices to which respondents indicated their.
agreement/disagreement on 7-point scales. These were factor analyzed
separately for managers and employees, but two identical scales coutd be
constructed for both groups by using a principal components factor anal-
ysis procedure with a varimax rotation of factors. Operation of the System
is composed of slx items, including, for exarmple, “my supervisor and 1
agree on what ‘good performance’ on my job means,” “I am nof sure
what standards have been used {0 evaluate my performance (reverse
score),” and “the standards used to evaluate my performance bave been
fair and objective.” The scale hag an @ = .86 for both managers and
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Table |
Means, Standard Deviations, and Intercorrelations jor Time 3
Managers Employess

Variable M Sb | 2 3 M SD 1 2 3
1. Operation of system 5.14 1.07 _— ' 5.14 1.14 —_
2. Effects of pecformance appraisal on t

organization 371 1.34 A3rer — 192 1.26 - ians —_—

3, Organizational commitment 5.00 0.87 354 254 — 4.78 1.21 GTHs A0 —

Note. Manager n = 101; Employee n = 348,
*p< 054 p < 01 p < 001

employees. “Effects of Performance Appraisal on Organization® conslsts
of four items, for example, “the present performance appraisal system
contfributes 10 overall agency efectiveness” and “all in all, I fee} the
current performance appraisal process is effective:” it has an @ = 85 for
managers and o = .82 for employses. The means, standard deviations,
and intercorrelations among the dependent variables for managers and
employees appear in Table 1,

2, Cammitment to the organization. This scale constituies the short
form of Mowday, Steers, and Porter's {1979) Organization Commitment
Scate. It consists of nine statements to which respondents are asked to
indicate the strength of their agreemment or dissgreement on a 7-point
scale. Sample statements include *I really care about the fate of this
organization™ and “I am willing to put in a great deal of effort beyond
that normally expected in order to help this organization be successful
Mowday et al. (1979) report reliability coefficients ranging from .82 to
93 in eight separate samples of such diverse employees as psychiatric
technicians, auto company managers, and bank employees. Organization
Commitment has an alpha equal 10 .89 for managers and .92 for employees
in the present sample.

Analysis

These data were analyzed as two-factor experiments with repeated
measures on one factor (Winer, {971, pp, 5{4-524) using the BMDP
statistical package 15.3P4V (Dixon ef al,, {981), The factors are Rating
at two levels: High and Satisfactory, and Time at three levels (with the
same manager and employec panels of respondents queried at all three
time periods). As Winer (1971) notes, differences between those receiving
High and Satisfactory ratings may include differences between these groups
not directly associated with the factor itself for example, some third
variable such as “internal locus of control” may influence both Rating
and aftitudes. Yet the main effect of Time, as well as the interaction effect,
will be free of such confounding. That is, & simple finding that those
receiving relatively high ratings consistently have more positive attitudes
cannot be interpreted as Rating causing the effect. However, if there is a
significant drop in attitugdes after the introduction of performance appraisal
only for those receiving satisfactory ratings, this fnding can be interpreted
as resulting {from recelving different ratings.

Before reporting the results of the tests of the hypotheses, self-reported
and actual ratings for center managers and employees can be compared.,
There was a high correspondence between the two ratings x* (4, ¥ =
124) = 171.52, p < than 0.00), for employees; and x* (4, N = 33) =
48.58, p < 0.001, for managers. However, an examination of the direction
of the misreports indicates 4 moderate upward bias that would not be
expected if errors were random, Of the (9% misreporting employees,
15% reported too high while anly 4% reported Loo low, for the managers,
3% reported too high, with none reporting too tow. We might speculate
that the managers' error rate was so small because they rate their own
subordinates and have a clearer understanding of the meaning of the
rating categories, The upward bias could be the result of ego-defensive

bias as well as honest misinterpretation of a supervisor's “softening” of
the rating feedback (e.g., ‘] had to give everyone a three, but I think your
performance is excellent . . '), Whether or not an average misreport of
slightly more than one out of eight respondents should be regarded as a
nontrivizl proportion of misreporting, it seems clear that if someone
leaves a feedback session percelving themselves (for whatever reason) to
be a high performer, the actual aatisfactory ratings in their personnel file
will not create cognitive dissonance. However, both actual and self-report
ratings data are presented in the tables, and points of divergence are
noted in the text,

The self-reported data are combined to make hypothesis testing results
clearer 1o the reader, Separate analyses for each organization did pot
result in a substantiol modification of the combined findings,

Results
Hypothesis 1

1t was expected that the receipt of a satisfaciory appraisal rating
would Jead recipients to disparage the operation of the appraisal
system and its effectiveness for the organization, As indicated in
Tables 2 and 3, there is mixed support for Hypothesis 1,

Regarding operation of the system, receipt of a satisfactory
rating between Time | and Time 2 resulted in a statistically
significant drop in atfitudes toward the system, with no change
in attitudes for highly rated managers. Yet, both groups of man-
agers viewed the system more positively after the second year of
operation {attitudes increased hetween Time 2 and Time 3). These
combined results are clarified by an examination of the results
for the separate organizations. At the research center relatively
highly rated managers were significantly more positive about the
appraisal system over all three time periods, whereas the satis-
factory managers’ attitudes dropped between Time | and Time
2 (consistent with Hypothesis 1); however, hoth groups reported
sharply more positive attitucdes after their second feadback session
in December 1982 (5.05 vs, 5.61, p < .01 for the Highs category;
4,57 vs. 4.97, p < 05 for the Satisfactory category). Alternatively,
the results for the engineering station managers were consistent
with Hypothesis 1: There was a significant drop in attitudes to-
ward the appraisal system after receipt of a satisfactory rating
(between Times | and 2), and aititudes remained significantly
lower a year later (5.16 vs. 4.01 vs, 4.41; difference between Time
1 and Time 2, p < .01; difference between Time | and Time 3,
p = .01} In contrast, the more highly rated engineering station
managers reported more positive attitudes toward the operation
of the system afier receipt of their first appraisal. It appears that
Hypothesis | found strong support in the reports of engineering
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station. managers, but the drop in attitudes for satisfaciory re-
search center managers was reversed afier the second year of
system operation. {The sharp improvement in the attitudes of
all research center managers and employees toward the system
after the second round is addressed in the Discussion section.)

For employees, we found an overall improvement in attitudes
toward the system across time, Yet the change appears to be
confined solely to the reports of employees at the research center
{4.96 vs, 5.35, p=.001), paralleling the attitude increase of their
managets, There were no changes over time or differences between
the High and Satisfactory respondents for engineering station
employees,

Finally, with respect 1o reporis of the effects of performance
appraisal on the organization, the pattern of results is similar to
the other tests of Hypothesis 1, For the managers there is an
overall nonsignificant trend gonsistent with Hypothesis | and a
significant effect for Time. That is, both highly and satisfactorily

215

rated managers reported significantly more negative views of the
effecliveness of appraisa! after initial appraisal feedback, but &
significant improvement afier the second year of operation. Again,
this sharp improvement between Time 2 and 3 appeared only
at the research center, The results for the engineering station
managers are exactly as predicted in Hypothesis 1; There was a
sharp drop in reports of appraisal effectiveness after receipt of a
satisfactory rating, and they remained significantly lower a vear
later (4.22 vs. 3.01 vs. 2,90; difference between Time 1 and 2,
p < .05 difference between Time | and 3, p < .05), with no
change for the highly rated. There were no significant differences
between highly or satisfactorily rated employees, after the intro-
duction of formal appraisals in either the combined or individual
samples,

To sumnmarize for Hypothesis 1, the results for the engineering
siation managers are consistent with the hypothesis on both
measures, but for the research center managers the initial drop

Table 2
Analysis of Varianee
Managers Employees
Variable Source MS dr F M8 df F
Operation of system Rating {A) 6.72 1 2.88* 27.51 I 10.21%*
(7.88) i (3.569 (5.67 (1) (2.21}
Brror 2.33 §2 270 398
2.21) {30} {2.56) (116)
Time (B) 1,77 2 2.46* 5.03 2 §.28%
(3.47) 2 (6.16%) {6.85) (2} (£0.60%*)
AXB 5,55 2 7728 .00 2 1.64
{1.37) 2) {2,43% {1.21) {2y (1.88)
Error 0.72 164 0.61 796
(0.56) (60) {0.65) (232
Effects of performance appraisal Rating (A) 495 t .76 0.10 1 0,03
on organization (16.16) (£} (6.39%% (3.32) ¢} (1.06)
Error 2.83 82 3.09 400
(2.53) (30} (3.12) (118)
Time (B) 10.23 2 11,66% 0.98 2 1.25
(3.93) (2) (5,00 (2.34) {2) (3.20%%)
AXB 2.30 3 2.62% 0.19 2 0.24
{1.36) (2) (1.73) {1.65) {2) {1.86}
Error 0.88 164 ' 0.78 800
{0.79) {60} 0.89) {236)
Organizational commitment Rating {A) 0.61 1 0,34 21.12 1 6,56
{4.31) (1) {2.75%) {10.76) (1) (4.49%*)
Error 1.83 82 322 401
(1.57) (30 (2,40 (120}
Time (B} 0.33 2 1.43 0.76 2 2.45%
(0.14} 20 (0.56) 040 (2} (1.41)
AXB 1.06 2 4.60%* 1.34 p 433
0.76) ¥3] (3.07%%) (0.39) 2) {1.36)
Error 0.23 164 0.31 802
©.25) (60) {0.2% (240)

Note, Numbers in parenthescs are statistics for Actual Research Center Ratings.

*p < 10 p < 05,
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Table 3
Means of the Dependent Variables
Managers Employess
Variable Rating Time 1* Time 2 Time 3 Time I* Time 2* Time 3
Operation of system High 471 5.08 5.27 4,99 512 5.31
{4.89) (4.89) (5.63) (4.86) {4.90) (547
Satisfactory 498 4,33 4,74 4.73 4.87 4.87
(4.79) 4.15) (4.74) (4.69) (4.80) (4.98)
Effects of performance appraisat High 3.94 3.54 3.78 3,83 3.87 3.94
on organization {4.16) (3.90) (4.21) 1.74) (3.54) (3.89)
Satisfactory 4,03 297 3.38 3.80 392 j.88
(3.7%) (2,66) (3.38) (3.68) (3.46) {4.10)
Organization commitment High 496 5.05 5.06 4.95 4.90 4,958
{5.0%) (5.25) 527 (5.27) (5.14) (5.26)
Satisfactory 512 477 4.87 4,71 492 4.54
{5.02) (4.60) 4.75) (4.97) (4.8%) {4.79)

Nate. Numbery in parentheses are statistics for Aciual Research Center Ratings.

® Pre-ratings period.

in the attifudes of satisfactory managers is reversed after the see-
ond feedback session, Among employees in both organizations
there was, by and large, no support for Hypothesis 1.

Hypothesis 2

It was hypothesized that those receiving satisfactory ratings
would have more negative aftitudes about the organization,
whereas the feelings of those receiving relatively high ratings
would remain unchanged, The analysis of variance tests of this
hypothesis and the mean scores for the variables appear in Tables
2 and 3, respectively.

As can be seen in Table 2, the second hypothesis was supported.
The intepaction terms are significant for both managers and em-
ployees (except for the actual ratings of research center employees,
which do not reach statistical significance). In Table 3 it can be
seen that the organizational commitment of managers rated sat-
isfactory dropped significantly after their first appraisal feedback
(between Time [ and Time 2) and remained significanily lowey
& year laier, whereas the organizational commitment of highly
rated managers neither increased nor decreased during this period
of tire, Furthermore, the organizational commitment of satis-
factory employees dropped significantly only after their appraisal
feedback—between Times 2 and 3—with the commitment of
highly rated employees remaining stable between June 1980 and
December 1982, The separate results for each of the two orga-
nizations show the same patterns, except for the actual ratings
of research center employees noted above.

These resulis provide strong support for the argument that
feedback that one is a satisfactory but below average performer
results in a significant drop in these employees’ organizational
commitment, Only those receiving satisfactory ratings reported
a change in their commitment to the organization; furthermore,
this change occurred within 2 months of receiving ratings foed-
back—in December 1981 for managers and December 1982 for
employees—and remained at this reduced level a vear later (for

managers, the only group for which two postratings measures
are available),

Discussion

The results only partially support Hypothesis [ but are con-
sistent with the predictions of Hypothesis 2, Hypothesis | pro-
posed that the receipt of a below-average satisfactory rating would
Tead to increased negative views of the operation of the appraisal
system and its ¢ffects on the organization. This prediction was
not supported for the nonmanagement employees. In fact, all
research center employees showed significant improvements in
attitudes toward how well the appraisal system aperates between
Times 2 and 3. One reason for the failure of Hypothesis 1 10 be
confirmed for this group of nonmanagement employees could
be simply the fact that perceptions of how well the system operates
and its effects on the organization are relatively “distant” in a
psychological sense and not very important one way or the other
to those who are neither supervisors nor personnel specialists.
A related reason may be the fact that the employees’ ratings were
#et to be used for pay increases, but a portion of the managers’
pay increases were based on their performance ratings, Under
these circumstances, it would probably be easter for employees
to reduce experienced dissonance by minimizing the importance
of their appraisal ratings. However, because Hypothesis | was
generally confirmed for the managers, the salience of attributes
of the performance appraisal system may be greater for those
with supervisory responsibilities and under merit pay systems,
and hence their attitudes toward the appraisal system would be
more likely to be affected by the receipt of “unexpected” satis-
factory ratings,

The other trend in the findings that did not consistently support
the predictions of Hypothesis | concerned the research center
subsample. For those who worked in this agency, attitudes towacd
the appraizal system and towards its perceived impact on the
organization Inereased between Time 2 and Time 3 regardless
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of whether the individuals received relatively high or satisfactory
ratings, Although the reasons for this are not entirely clear, it
should be noted that the management of the research center
devoted intensive personal effort between Time 2 and Time 3 to
improving the operation of the appraisal system, This appears
to have had the effect of making most individuals, managers and
nonmansagers, more positive about the appraisal system regardiess
of the rating they received (see Landy et al,, 1980). it may be
that, in effect, the organization’s actions to improve the appraisal
system innoculated individuals from disparaging the sysiem, even
if they received a rating lower than they expected or felt they
deserved, It should be noted, however, as will be discussed below,
that efforts to improve and perfect the appraisal system did not
prevent a subsequent drop in organizational commitment on the
part of those who received satisfactory ratings. 1t may be that
the extensive organizational attention {¢ itnproving the research
center’s appraisal system simply remaoved it as a likely target for
blame by those who received feedback that they were satisfactory
but did not have an impact on experienced dissonance or on
resnitant blame of another target, namely, the organization,

The major finding of the present study, consistent with the
predictions of Hypothesis 2, is that receipt of relatively low ratings
caused a distinct and significant drop in attitudes toward the
organization within 2 months of feedback of the appraisal results,
This occurred in both sites and for both management and non-
management employees and persisted a year Iater. Whether this
type of impact should be of concern to organizations, assuming
it would be replicated in other types of samples, would depend
on how particular organizations view those who are performing
adequately but are not superior or clearly above average, In cer-
tain organizations (e.g., major public accounting firms), where
only the most cutstanding performers are retained after a few
trial years, the drop in positive attitudes toward the organization
probably would not be a cause for concern, For other organi-
zations, however, where turnover of adequate performers is costly
or where (as in a research and development type of organization)
all such members are considered important contributors, such
reactions from those who receive relatively—but not necessarily
absolute—low ratings may be a greater problem,

Before concluding, several limitations of the study should be
noted. First, the data on individual performance at the engi-
neering statlon (which provided results most consistent with the
hypotheses) consisted of self-reports of ratings reccived from su-
pervisors, rather than the actual records of those ratings. The
comparative data from the research center indicates that, al-
though respondents are substantially correct in their reports, there
is a small upward bias in self-reports. However, as noted above,
it is the respondent's perceived feedback that should best predict
their reactions.

A second limitation of the design was the fact that no items
were included in the questionnaire regarding a major factor in
the performance ratings environment, namely, the supervisor.
The reason for this is simply that the chief aim of the larger
project, of which the present study is only a small segment, was
to assess the organizational impacts of the Act. Hence, at the
time the guestionnaires were designed prior the start of the overall
investigation, items were not included that focused on the in-
dividual's reaction to the supervisor. Obviously, such data would
have been useful and pertinent 1o the question of the impact of

received ratings had items of this type been included as part of
an already-lengthy questionnaire.

The third limitation related to the nature of the particular
sample of respondents. [n this sample, a rating of “‘satisfactory”
may be more psychologically negative than would perhaps be
the case with some other types of samples, The dominant em.
ployee groups in both samples were highly educated scientists
and engineers. Many of these individuals reported working for
the federal government, rather than in private organizations, be-
cause they were able to do “state of the art” work in these agen-
cies, Clearly, these employees, as would be the case for other high
status professionals, found the feedback that they were merely
satisfactory to be negative feedback, indeed, Yet, this reaction
may not be as severe among members of other kinds of occu-
pations,

Fourth, the study was restricted to attitudual variables, and
there were no tests of their direct effects on behaviors. We know
that lowered organizational commitment is associated with re-
duced attendance and increased tumover in other samples
{Mowday, Porter, and Steers, 1982) but have no evidence of its
impact on these research center and engineering station em-
ployees, Thompson and Dalton (1970) argued that the “demor-
alization” resulting from such fecdback would reduce individual's
performance because they would see little likelihood that in-
creased effort would result in a major movement in their relative
ranking. However, Mowday et al. (1982} found no significant
association between commitment and individval performance
in their extensive review,

Finally, the present study is limited in its focus only on the
first few ‘months {for nonmanagement employees) and first 14
months (for managers) after the implementation of a new formal
appraisal system, The feedback that one is “merely average™ no
doubt loses its shock value upon repetition year after year, The
present study did provide evidence (hat the decrement in attitudes
toward the appraisal system can be temporary (for research center
employees) and it may be that other nonperformance feedback
issues become a more salient factor in one's organizational com-
mitment over time.

Nevertheless, it appears that Thompson and Dalton's (1970)
and Meyer's (1975) concerns about the possible unintended neg-
ative consequences of “overly precise,” implicitly comparative,
appraisal systems may be well founded, given the results found
in this study regarding the sharp and immediate drop in orga-
nizational commitment on the part of those receiving satisfactory
ratings, 1 seems clear that for many people self-perceptions of
their organizational or work performance are closely aligned with
their feelings of self-esteem, and thus they want to believe that
they are making imporiant contributions, Any appraisal system,
then, that provides data, whether explicit or implicit, on how
one ranks compared to one's peers is likely to generate some loss
in positive feclings on the part of those who are not {as is the
case in any ranking system) in the upper part of the distribution,
Furthermore, this study demonstrates that such reactions are
not confined only to those with clearly unsatisfactory perfor-
mance but may extend to most of those below the upper rankings.
This would suggest that organizations need 10 consider carefully
how their appraisal systems affect not only the attitudes and per-
formance of those ranked at the top, but also those “solid citizens"
who are performing at acceptable, but not outstanding levels,
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This is not intended to imply that formal performance ap-
praisals should be abandoned, This problem is primarily one of
perception and interpretation, and there are several practical steps
that personne] specialists can take to minimize these negative
attitudinal effects, For example, performance appraisal systems
can be examined for any unintended or unnecessary (for the
uses of the system) ranking of employees, If the ratings will not
be used for any comparative purposes (e.g., pay allocation from
a fixed pool, layofl decisions), the potential attitudinal costs of
implicit or explicit employee performance rankings would suggest
that the system be modified, Furthermore, personnet specialists
can do much 1o anticipate the potential negative attitudinal con-
scquences through training supervisors. Supervisors can be
helped to anticipate and more effectively manage the possible
negative reactions of employees 1o such faedback.

[n conclusion, the results of the present study suggest that
perhaps less attention should be paid to refinements of the psy-
chometric details of rating instruments and relatively more at-
tention paid to the organizational behavior impacts of perfor-
mance ratings feedback. Performance appraisal takes piace in a8
complex social system, and feedback concerning relative per-
formance is an important signal to employees about how their
organizations value them. Thus, any system that drifts into a
pattern (and an associated way of thinking) of separating and
identifying the ‘‘stars” from the “also rans™ is likely to have effects
that may not be intended or organizationally desired, regardiess
of the technical quality of the measurement systes.
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