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Introduction

The improvement of the efficiency and performance
of an employee is closely tied with the performance
evaluations during the Performance Appraisal process
(Latham and Mann, 2006). An inaccurate Performance
Appraisal accounts for the discontentment of the
employees which is why there is a high attrition rate
just after the yearly appraisal comes out. A biased
Performance Appraisal process creates a hindrance for
evidence based ethical decision-making process which
accounts for the dissatisfaction of the employees, which
in turn accounts for employee outcomes in a negative
way like lower commitment levels and higher turnover
ratio (Idowu, 2017). A biased Performance Appraisal
system impacts an organization as well as its employees
negatively (Kaufman and Miller, 2010) because it leads
to the progression of an employee over others in an
unfair manner (Brown et al., 2010), and thus limits the
organization’s capability to nurture its top talents and
implementation of the succession planning (Sharma et
al., 2003). The cognitive ability of the managers to recall
an employee’s performance over a timespan accounts
for an inaccurate Performance Appraisal as it leads to
observational inaccuracy (Sharma and Sharma, 2017)
and reduction of the lifetime value of an employee
(Bell and Arthur, 2008) which ultimately results in the
ineffectiveness of the Performance Appraisal system
(Ledford et al., 2016). Different types of Biases are
very much prevalent during the time of Performance
Appraisal. All the biases are bad - this is a misconcep-
tion because many of them help to make decisions in
a quick (Coco et al,, 2011) and time-saving manner
(Donaldson and Grant-Vallone, 2002). But many a time,
harmful human biases account for unconscious errors
in the process of collection of the data and when the
distorted data is used in the appraisal process, it ham-
pers the process of performance management (Delery
and Shaw, 2001) and optimization of the collaboration
among the employees (Gudmundsson and Lechner,
2003), which can be plugged with HR Analytics.

The purpose of this research is to learn more
about implementing HR Analytics into Performance
Management Systems in various organizations around
the world to reduce the effect of various types of sub-
jective biases. The focus group interview approach was
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utilized in this study to obtain in-depth information.
This study’s participants include 28 seasoned Human
Resource Professionals (26 from India, 1 from United
Kingdom and 1 from Japan) from diverse renowned
organizations with employee strength ranging from
less than 1000 to more than 0.1 million.

Literaure Review

The improved efficacy of Performance Management
Systems enabled by HR Analytics has not been fully
conceived in diverse literatures, necessitating more
study in this area. Employee appraisals take place in
complicated social systems. Thus, successful assess-
ments are those that are valid, trustworthy, free of
prejudice, and relevant. The accuracy of performance
evaluations and observations, as well as the capacity to
enhance employee performance, constitute appraisal
effectiveness. All the Human Resource Practitioners
who are interviewed for this research, agreed that their
individual PMS are not 100% foolproof and there is
sufficient scope of further incorporation of Analytics.
Most of the interviewees also agreed on a term that var-
ious types of subjectivity biases are still prevalent in the
Performance Management System. The most interfered
subjectivity biases are,

Strictness Bias: Strictness Bias accounts for attrib-
uting low ratings in every parameter of an appraisal
(DeNisi and Pritchard, 2006), which eventually
accounts for a by and large negative impression of
a particular employee (Kromrei , 2015) and serious
implications in HR decision making (Jiang et al., 2012).

Leniency Bias: Leniency Bias leads to provid-
ing high inflated ratings in all the parameters of an
appraisal, which creates a pseudo positive sense of an
employee (McGregor, 1987).

In-Group Bias: In-Group Bias is a partiality of
considering the staff of own team as more proficient
than staff not of a particular team (Brewer, 1979).

Central Tendency Bias: It is the main cause of a
normally distributed and bell-shaped overall perfor-
mance curve (Aral et al., 2012). It is related to scoring
each of the questions on a scale near the center or aver-
age (Deshmukh, 2019).
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Horn Effect: Horn effect denotes the tendency where
the assessors mark everything on the low end of perfor-
mance scale (Angrave et al., 2016) because of a single neg-
ative parameter considered (Sundar et al., 2014).

Selective Perception: Managers selectively con-
strue what they see depending upon individual atti-
tudes, interests, and experience in Selective Perception
or “Similar to me bias” which leads to an erroneous
assessment of an employee (Dusterhoff et al., 2014).

Halo Effect: Halo Effect leads to drawing an
impression by and large about an individual because of
a single characteristic (Coombs and Holladay, 2006).

Contrast Effect: Contrast Effect denotes the eval-
uations of an employee’s characteristics that are either
underestimated or exaggerated by the comparisons
with other employees of late encountered (Palmer and
Gore, 2014) who rank either lower or higher related to
similar characteristics.

Projection: Projection denotes attributing evalua-
tor’s own characteristics to the employees whom he or
she evaluates (Bazinger and Kiihberger, 2012). Same
religions, same gender, same political preference etc.
are part of projection which accounts for subjective
judgement (Kaifi and Noori, 2011).

Stereotyping: Stereotyping is related to evaluating
an employee on the conformity with the evaluator’s
perception (Walton et al., 2014) of the team in which
the particular employee belongs to.

Spillover Effect: Spillover Effect is the resultant
effect of an employee’s performance in the previous
appraisal cycle. A well performance in the preceding
appraisal cycle accounts for an artificially elevated
rating even if the performance is average in the pres-
ent appraisal cycle (Nilsson et al., 2017). The opposite
incident is also factual in performance appraisal system
where the negative performance of previous year
can misconstrue a good performance in the present
appraisal cycle (Wood et al., 2013).

Depending upon the interview it has been found
that still many of the organizations (only the organi-
zations whose HR professionals are interviewed for
this research), especially startups of having number of
employees less than 1000 use Open Box Performance
Appraisal System, the most used Performance Appraisal
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System in different organizations till now. It is open to
prejudiced parameters (Saffie-Robertson and Brutus,
2014) as it mainly depends on the qualitative tech-
niques instead of the quantitative ones (Hasan and Hug,
2010). In the Open Box Performance Management
System, the employees have to answer ambiguous
open-ended questions about their job descriptively in
a blank space or open box which leads to subjective
judgment and evaluation discrepancy. There is a high
chance of Subjectivity Bias in Performance Appraisal
when the criteria and the contexts for evaluations are
indistinct and depending on gut feeling (Javidmehr
and Ebrahimpour, 2015) and thus it accounts for the
Idiosyncratic-Rater Effect (Paramesh et al., 2020) where
assessment and rating is variable and depending upon
managers and other evaluators (Van der Heijden and
Nijhof, 2004). The assessors tend to rely on so-called
stereotypes such as gender, race, and ethnicity at the
time of making decisions (Jacobs et al., 2014) in the
absence of an Objective Performance Management
System (McKenzie et al.,, 2019). But it is to be men-
tioned that it is not always possible to eliminate the
subjectivity factors in a Performance Appraisal system
because taking into account some of the subjectivity
factors (Fedor et al., 2001) which capture some crucial
parameters that an assessor cannot capture through a
purely objective and quantifiable Appraisal process.

Human Resource executives must prepare their
teams and organizations for an analytics-driven work-
flow before the operational and mathematical com-
ponents can take effect. While discussing the need for
analytics with the C-suite is one aspect of the shift, the
other is preparing the team to cope with the data that
will be used to measure the change. This is a critical
component of both HR’s digital transformation and
the company’s overall digital transformation. Human
resource automation began in the 1980s by the virtue of
automation of few procedures and various responsibili-
ties associated with administration (Keeping and Levy,
2000). These days were just the early phases of Human
Resource Information Systems (HRIS) adoption, which
sparked an entire movement around how HR might auto-
mate more of its activities. Academics began to take an
interest in these technical enablers at this point as Data-
driven solutions are assisting in the resolution of several
significant HR and business issues, as well as in making
better and more informed decisions. Introduction of
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the Human Resource Information System (HRIS) radi-
cally transformed different functionalities of the Human
Resource management. Then an advent of analytics -
HR Analytics further transforms the Human Resource
functionalities. HR Analytics is an IT warranted pro-
cess of managing workforce for visualization and statis-
tical analyses of data of Human Resource (Marler and
Boudreau, 2017), which have a substantial influence on
business and thus enables in decision making process
backed by data which in turns helps in ddetermining the
specific HR drivers that impact the business outcomes in
a positive way ultimately.

Objectives of the Study

The objective of this research paper, an interdisciplinary
study of Social Psychology and Information Technology,
is to deal with different types of Human Subjective Biases
by focused group interview-based analysis and content
analysis depending upon inputs from renowned HR
professionals and then to determine if Human Resource
Analytics can help the Human Resource practitioners
in objective decision making rather than intuition in
Performance management System.

Year 2022, Volume-16, Issue-2 (July-December)

Research Methodology

The focus group interview procedure with predefined
questionnaires was applied in this research to acquire
in-depth information about organizations prog-
ress and approach in incorporating People Analytics
in Performance Management System. This study’s
participants include 28 seasoned Human Resource
Professionals (26 from India, 1 from United Kingdom
and 1 from Japan) from 28 diverse renowned organi-
zations with employee strength ranging from less than
1000 to more than 0.1 million. The organizations have
been divided into six segments with respect to number
of employees.

Table 1: Focused Group Interview Segment

Segment of the organization =~ Number of employees

Segment 1 <1000
Segment 2 1001 - 5000
Segment 3 5001 - 10001
Segment 4 10001 - 50000
Segment 5 50001 - 100000
Segment 6 >100001

% of Total Number of Organizations considered in the
Survey w.r.t number of employees

Segment 5
21%

Segment 4
7%

S Segment 6

21%

Segment 3~ 555 4 .
4% y// 7
i o S
- 43%
Segment 2
4%

Fig. 1: % of Total Number of Organizations considered in the Survey w.r.t number of employees
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Although gender of the interviewees, here the
Human Resource Managers, does not matter much
with respect to the parameters of this research, still
to make it unbiased, the ratio of men and women
interviewees are kept 50-50 in this research. The
questions asked to them cover a significant portion
of Performance Management including number of
times performance is measured in the organization,
how much analytics is utilized in this process, how
many number of days analytics has been utilized in
Performance Management System (if it is actually
utilized in PMS at all), how analytics have improved
Performance Management System of the respective
organizations (if Analytics is incorporated in PMS
at all), whether analytics has been able to recognize
the High Potential employees of the organization and
most importantly how much analytics has been able
to curb the malicious effect of subjective biases in
the Performance Management process of the respec-
tive organizations. The future of People Analytics in
Performance Management System in a much broader
scope and how it can be more effectively utilized
in Virtual Work environment are also a part of this
research. Additionally, how People Analytics is pro-
viding Performance Management System a more
strategic platform as a major component of HR by
providing evidence-based insights to assist businesses
achieve strategic goals and anticipated results is very
much within the purview of this research.

Findings and analysis

How much HR analytics is able to diminish Subjectivity
Bias in the Performance Appraisal Process is very
much dependent upon how superior or inferior the
data is because the concept of “Garbage In Garbage
Out” is very much prevalent in HR Analytics (Stone
et al,, 2015). Organizations collect data through vari-
ous information systems along with HRIS powered by
the advent of Information Technology. But these are of
little use, if there is an inappropriate analysis of data
(Pape, 2016). So, the agenda of data-oriented leader-
ship should be to collect and analyze the data which
is important rather than what data is easy to capture
(LaValle et al., 2011) and it is extremely important to
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have a data-driven culture for decision making (Chong
and Shi, 2015). Analytics implementation needs a
strong visionary leader as well as appropriate access
to diverse resources. In this regard, a change agent is
required to a great extent in order for analytics to be
employed properly. So, the main focus should be fos-
tering evidence-based decision making and developing
an analytical mindset in and around various Human
Resource functionalities.

HR Analytics is unquestionably the proper path to
make more meaningful and strategic decisions, which
boosts an organizations Performance Management
System. Depending upon the responses from the
Human Resource managers considered here in this
research, it has been found that the considered orga-
nizations measure employee performance in various
timeframes, i.e., once in a year (60.7% of the considered
organizations), twice in a year (28.6% of the considered
organizations) and quarterly (10.7% of the considered
organizations). All the Human Resource practitioners
considered here unanimously agreed that measuring
performance only at the end of year invites the peril-
ous effects of more subjectivity biases and too frequent
measurement did not at all satisfy the relevance of PMS.
Additionally, majority of the respondents (67%) agreed
that in order for analytics to completely support the
Performance Management System, the organization
must first achieve a certain level of maturity in analyt-
ics in order to accomplish the anticipated Performance
management goals and thus inclusive strategy in the
big picture. The absence of data analytical capabil-
ities inside the Human Resource department is a key
issue in the adoption of HR analytics in Performance
Management Systems, and this has been a prominent
worry among HR professionals who answered to this
research’s questionnaire.

None of the Human Resource professionals admit
that the PMS of their respective organizations is cent
percent foolproof. Here the organizations are subdi-
vided into four segments depending upon the accurate-
ness (0% - 25%, 26% - 50%, 51% - 75%, 76% - 100%) of
the PMS as per the research conducted.

It has been discovered that, the Performance
ManagementSystemofmostofthestart-uporganizations
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or the organizations whose employee strength is less
than 1000 considered here are less foolproof than the
organizations whose employee strength is more.

As high as 42.9% of the organizations consid-
ered here, either don't rely or minimally rely on ana-
Iytics in Performance Management System which
leads to more subjective judgement. Whereas, the
rest 57.1% of the organizations considered here use
analytics somehow in their respective Performance
Management System. But if we consider the segment
of organizations where the number of employees is
less than 1000 (Segment 1, mentioned earlier) then as
high as 76.4% of the organizations under-utilize the

Year 2022, Volume-16, Issue-2 (July-December)

power of analytics in their respective Performance
Management Systems. The presence of the subjective
elements in the HR-Score Card accounts for uncer-
tainty in the reward system (Becker et al., 2011) and
thus quid pro quo and favoritism play a central role
instead of actual parameters for performance evalua-
tion as per the principal agent model (Kremer, 2018).
This favoritism can be eliminated by objective evalua-
tion criteria and objective performance measurement
(Handa and Garima, 2014). The timeframe of using
analytics in Performance Management System among
57.1% of the organizations considered here who have
been using analytics varies.

0% - 25%
21%

26% - 50% RAARE
18% | aZr

Up to how much percentage PMS is accurate in the
organizations

% I

76% - 100%
25%

51% - 75%
36%

Fig. 2: Up to how much percentage PMS is accurate in the organizations

2017
25%

Since when analytics has been utilized in PMS (% of
organizations considered)

2018

13%

2019
6%

Before 2015
6%

2015

19%

Fig. 3: Since when analytics has been utilized in PMS (% of organizations considered)
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0% -25%
14%

26% - 50%
18%

_;*'

Up to how much percentage PMS is accurate to identify high
potential employees in the organization

OBI . A
. P
RIRIBY - ... . 4 4 4 i 5 F S P S I E S
B P IS I LIS E RS SISISISL S S,
AR EEESISISI SIS L SEESISILE LS
SIS LIS E AR EISISISESEE
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A SE SIS I SLEEEEIES
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76% - 100%
21%

51% - 75%
47%

Fig. 4: Up to how much percentage PMS is accurate to identify high potential employees in the organization

Although among the 28 participants, consid-
ered in this interview, 3/4th of them somehow agreed
that PMS is somehow improved by Analytics in their
respective organizations, but their response widely vary
considering the efficacy of analytics in PMS in the goal
of recognizing the High Potential employees by elimi-
nation or at least minimization of subjective judgement.

Incorporation of Analytics into the procedure of
Performance Appraisal is beneficial to organizations
as well as the workforce because the perception of the
workforce about the Performance Appraisal process
heavily depends upon the fairness and accurateness
of the Performance Appraisal Process (Bose, 2015).
HR Analytics helps to make the appraisal process
fairer by elimination of different types of biases but
there still a very large scope for the organizations to
improve their analytics and thus their respective PMS.
Similarity happens in elimination of various biases with
the help of HR analytics as 59.3% of the interviewed
Human Resource practitioners give the verdict that still
their respective Performance Management Systems
have high percentage of human bias. HR Analytics in
Performance Appraisal gathers enormous importance
after 2020 when the pandemic disrupted the world. As
a result of this pandemic, the need for the gig work-
ers increases manifolds, and work from home becomes
the new norm. As the chance of face-to-face discussion
and meeting becomes less, so the chance of physical
supervision of subordinates by managers is not easy

43

which culminates into distorted and discriminatory
Appraisal depending upon inaccurate and subjective
judgments of the managers. Here comes the impor-
tance of HR Analytics. Employees’ performance anal-
ysis and career-alignment can be mapped with the help
of HR Analytics and thus it helps the employers to find
the right fit for a particular job and keeps them more
engaged by satisfying the goal of Employee Engagement
(Karmanska, 2020). 92.9% of the responders in this
survey mentioned that they depend more on Analytics
in Virtual mode of work created by pandemic and
89.3% of the respondents think usage of HR Analytics
has a much broader scope than the current one in their
respective organizations and it can be game changer
in PMS of their respective organization in the coming
years. The different levels of each type of analytics have
created different values in a Performance Management
System, but the more an organization progresses to pre-
scriptive analytics from descriptive one, the greater the
additional value is created for the organization and its
overall performance as a whole (Ben-Gal, 2019). HR
Analytics being reactive helps the managers to lever-
age real-time data analytics for identifying the perfor-
mance curve of an employee. Leveraging analytics in
PMS allows an employer to discover performance gaps
throughout an evaluation cycle and strive to close them
using data such as increasing tardiness, missing assign-
ments, and other issues. Later, these characteristics may
be evaluated and discussed with management and staff
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to assist increase overall performance and productivity
(Zeidan, 2016). Thus, it helps in providing immediate
feedback which helps in the improvement of employee
morale in the short term and development of his/her
career in the long term and thus accentuate the insights
of the business from data analytics.

Discussions and Conclusions

The digital era has enabled HR practitioners to acquire
and analyze huge amounts of data in order to solve
complicated HR-related problems and then make better
decisions. None contradicts that fair Compensation
Management and Performance Appraisal system are
extremely important in any organization because it
helps to align individual’s performance with the objec-
tives of the organization. Performance management,
if not done carefully and accurately, can have a severe
adverse impression on the enthusiasm level of the good
performers. If the good performance of an employee is
not acknowledged by his/her organization, his/her per-
formance can plummet significantly. If the Performance
Appraisal process does not help to differentiate a good
performance from an ordinary performance, then the
good performer does not garner motivation to per-
form well again. On the contrary, if the Performance
Appraisal process is the true reflection of the knowl-
edge, skill, and abilities of the workforce; then the
employees of the organization accept the Performance
Appraisal System in a fair manner. Additionally, it cre-
ates a value addition for the supervisor because he/
she would not need to find an alternative way for per-
formance improvement of the employees because the
workforce is more likely to admit the feedback pro-
vided by the supervisor.

So, Performance Appraisal System must have
more objective and quantifiable criteria instead of sub-
jective ones and HR Analytics helps to reach that goal of
objectivity. Traditionally, performance evaluation tech-
niques such as the Bell Curve Method have been used.
These techniques are subjective and time-consuming.
Rater bias, inaccuracy, and insufficient feedback make
such approaches unsuitable for today’s dynamic virtual
work settings. This is where HR analytics can help. HR
analytics may aid in the performance evaluation pro-
cess by increasing openness in the review procedures
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through the use of data-backed judgments, increas-
ing the entire process legitimacy. Utilizing Analytics in
a Performance Management System can additionally
help businesses to create yearly KPIs and then properly
assessing them during appraisals. HR managers may
identify and then incentivize higher performers by suc-
cessfully drawing insights from existing data, resulting
in lower turnover. HR Analytics, consisting of various
modeling tools such as ROI Analytics, Cost-bene-
fit Analytics, Behavioral modeling, helps in unbiased
decision-making in the Performance Appraisal System.
Thus, HR Analytics proves its mettle to capture com-
prehensive cross-functional data and hence helps the
Human Resource Managers to gain insights about the
fact-based decisions strategically instead of intuitions.
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