
 

International Journal of Engineering, 

Science and Humanities 
An international peer reviewed, refereed, open-access journal 

Impact Factor: 7.9     www.ijesh.com    ISSN: 2250-3552 

 

Volume 12 Issue 02 (April-June 2022)                                                                              1 

 

Impact of the 720-Degree Performance Appraisal System on Organizational 

Productivity in IT Companies 
 

Ekbal Singh 

Research Scholar, Farook College, Kozhikode 
 

Abstract:  

The Information Technology (IT) industry thrives on innovation and continuous improvement to 

maintain competitive advantage and employee satisfaction. Traditional performance appraisal 

systems, such as 90-degree, 180-degree and 360-degree feedback, primarily focus on internal 

evaluations and often fail to capture external stakeholder perspectives. The 720-degree 

performance appraisal system is an advanced framework that incorporates feedback from both 

internal and external stakeholders, including clients, vendors and partners, providing a holistic 

evaluation of employee performance. This study explores the impact of the 720-degree appraisal 

on organizational productivity, employee motivation and turnover in IT staffing companies in 

Bangalore, India. Using a sample of 900 respondents, the research employed ANOVA and 

independent t-tests to examine hypotheses. Results indicated that while the system enhanced 

employee engagement and broadened feedback quality, its statistical impact on motivation and 

turnover was not significant. Findings suggest that while 720-degree appraisals provide valuable 

insights, their influence on employee outcomes may depend on other organizational and cultural 

factors. Recommendations for effective implementation and areas for future research are 

discussed. 
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Introduction: 

In the dynamic and competitive landscape of the Information Technology (IT) sector, 

organizations continuously seek innovative methods to enhance productivity and maintain a 

motivated workforce. Performance appraisal systems play a crucial role in this endeavor, serving 

as a tool to assess employee performance, provide feedback and guide career development. 

Traditionally, organizations have relied on various appraisal methods, such as the 90-degree, 180-

degree and 360-degree evaluations, which primarily focus on internal feedback. However, with 

the increasing complexity of business operations and the need for more comprehensive 

evaluations, the 720-degree performance appraisal system has emerged as a significant innovation. 

The 720-degree performance appraisal system expands on the 360-degree model by incorporating 

feedback from external stakeholders, including clients, vendors and other business partners, in 

addition to internal assessments. This approach provides a more holistic view of an employee's 

performance, capturing diverse perspectives and offering deeper insights into their contributions 
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to the organization. As IT companies operate in a fast-paced and customer-centric environment, 

the 720-degree appraisal system's ability to integrate external feedback is particularly relevant. 

This study aims to investigate the effects of the 720-degree performance appraisal system on 

organizational productivity within IT companies. By exploring how this appraisal method 

influences key aspects such as employee motivation, engagement and overall performance, the 

research seeks to provide valuable insights into its effectiveness and practical implications. The 

findings of this study are expected to contribute to the understanding of advanced performance 

evaluation methods and their potential to drive organizational success in the IT sector. 

 Literature Review: 

The evolution of performance appraisal systems has been a significant area of research in human 

resource management, reflecting the changing needs and complexities of modern organizations. 

Traditional appraisal methods, such as the 90-degree and 180-degree systems, focus on top-down 

feedback where supervisors evaluate employee performance. However, these methods have been 

criticized for their limited scope and potential biases, leading to the development of more inclusive 

systems like the 360-degree appraisal (Armstrong, 2014). The 360-degree performance appraisal 

system, introduced in the late 20th century, marked a significant shift in performance management 

by incorporating feedback from multiple sources, including peers, subordinates and self-

assessments. This multi-source feedback approach aimed to provide a more balanced and 

comprehensive evaluation of employee performance, addressing the limitations of earlier methods 

(Gupta & Kumar, 2013). Despite its widespread adoption, the 360-degree system has faced 

challenges, particularly in terms of feedback overload and the complexity of managing multiple 

sources of input. Furthermore, the absence of external feedback was identified as a gap, especially 

in customer-facing roles where external stakeholders play a critical role in evaluating employee 

performance (Jain & Sharma, 2016).  

The 720-degree performance appraisal system was developed to address these limitations by 

extending the feedback loop to include external stakeholders such as clients, vendors and other 

business partners. This approach not only broadens the scope of feedback but also provides 

employees with a more comprehensive understanding of their performance from all relevant 

perspectives (Rao & Raju, 2018). The inclusion of external feedback is particularly valuable in the 

IT sector, where customer satisfaction and client relationships are critical to business success. The 

720-degree appraisal system is designed to be a continuous process, with evaluations occurring 

before and after specific events or projects, ensuring that feedback is timely and relevant. This 

iterative process helps in aligning employee goals with organizational objectives, thereby 

enhancing productivity and overall performance (Kapoor & Sherif, 2015).  

Research has shown that comprehensive appraisal systems like the 720-degree method can 

significantly impact organizational productivity by improving employee engagement and 
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motivation. When employees receive feedback from a variety of sources, they are more likely to 

gain a holistic understanding of their strengths and areas for improvement, which can lead to better 

job performance (Mishra & Basu, 2017). Moreover, the inclusion of external feedback helps 

employees understand their impact on clients and other stakeholders, fostering a customer-centric 

approach that is essential in the IT industry. Implementing a 720-degree appraisal system is not 

without its challenges. The complexity of managing feedback from multiple sources can be 

daunting and there is a risk of feedback overload if not managed effectively. Additionally, 

organizations must ensure that the feedback is constructive and actionable, as vague or overly 

critical feedback can lead to employee dissatisfaction (Singh & Verma, 2019). 

The theoretical underpinning of the 720-degree appraisal system is rooted in several key 

management theories, including goal-setting theory and the balanced scorecard approach. Goal-

setting theory suggests that clear and specific goals, coupled with feedback, can enhance employee 

motivation and performance (Locke & Latham, 2002). The balanced scorecard approach, which 

emphasizes a multi-dimensional view of performance, aligns well with the 720-degree system's 

comprehensive evaluation method (Kaplan & Norton, 1996). The literature indicates that while 

the 720-degree performance appraisal system offers significant potential for improving 

organizational productivity, its success largely depends on effective implementation and 

management. Organizations considering this approach must carefully plan and structure the 

appraisal process to avoid common pitfalls such as feedback overload and ensure that the feedback 

provided is both constructive and actionable. As the IT industry continues to evolve, the 720-

degree appraisal system may become an increasingly valuable tool for organizations seeking to 

maintain a competitive edge. 

Research Methodology: 

The population for this study includes employees from IT and ITES companies operating at CMM 

Level 3 and above in the Bangalore region of Karnataka, India. Bangalore, known as the IT hub 

of India, has a high concentration of IT staffing companies, making it an ideal location for this 

research. The target population is specifically chosen to understand the impact of the 720-degree 

performance appraisal in a highly competitive and dynamic sector. 

Sample Size  

The sample size for this study is 900 respondents, divided into two groups to allow for a 

comparative analysis. The sample is composed of: 

9000 respondents from organizations where the 720-degree performance appraisal is 

implemented. 

This balanced sampling approach ensures that the study can effectively compare the impact of the 

720-degree performance appraisal system with organizations that do not use this system. 
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Objectives of The Study: 

i. To investigate the impact of 720-degree performance appraisal on the employee motivation 

of IT Companies  

ii. To study the impact of 720-degree performance appraisal on the employee turnover of IT 

Companies  

Hypothesis  

Hypothesis 1: Impact on Employee Motivation 

 Null Hypothesis (H01): The implementation of the 720-degree performance appraisal 

does not significantly impact employee motivation in IT staffing companies. 

 Alternate Hypothesis (Ha1): The implementation of the 720-degree performance 

appraisal significantly impacts employee motivation in IT staffing companies. 

Hypothesis 2: Impact on Employee Turnover 

 Null Hypothesis (H02): The implementation of the 720-degree performance appraisal 

does not significantly impact employee turnover in IT staffing companies. 

 Alternate Hypothesis (Ha2): The implementation of the 720-degree performance 

appraisal significantly impacts employee turnover in IT staffing companies. 

Finding and Analysis: 

The results of the study indicate that the 720-degree performance appraisal system has a significant 

positive impact on organizational productivity in IT companies. Employees reported higher levels 

of motivation and engagement, attributed to the comprehensive feedback received from both 

internal and external sources. The inclusion of external feedback, particularly from clients, was 

found to enhance employees' understanding of their roles and responsibilities, leading to improved 

performance and productivity. However, the study also identified certain challenges, such as the 

complexity of the appraisal process and the potential for feedback overload. 

Hypothesis Testing 

Hypothesis 1: Impact on Employee Motivation 

 Null Hypothesis (H01): The implementation of the 720-degree performance appraisal 

does not significantly impact employee motivation in IT staffing companies. 

 Alternate Hypothesis (Ha1): The implementation of the 720-degree performance 

appraisal significantly impacts employee motivation in IT staffing companies. 

In this study, we investigate the potential impact of implementing the 720-degree performance 

appraisal system on employee motivation within IT staffing companies. The Null Hypothesis 

(H01) posits that the implementation of the 720-degree performance appraisal does not 

significantly impact employee motivation. This suggests that the introduction of this advanced 

appraisal system would not lead to any notable changes in how motivated employees feel about 

their work. Conversely, the Alternate Hypothesis (Ha1) asserts that the implementation of the 720-
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degree performance appraisal does have a significant impact on employee motivation, implying 

that this comprehensive feedback system would positively influence how motivated employees are 

in their roles. To test these hypotheses, an ANOVA (Analysis of Variance) was conducted, as 

shown in Table 1. The ANOVA results reveal a sum of squares between groups of 0.012, with a 

corresponding mean square of 0.012. The F-value is 0.013, which is extremely low and the 

significance level (Sig.) indicates that the difference is not statistically significant. Given these 

results, where the F-value is minimal and the p-value (not explicitly provided but inferred from 

the Sig.) would be well above the typical threshold for significance (e.g., 0.05), we fail to reject 

the null hypothesis (H01). This means that, based on this data, the implementation of the 720-

degree performance appraisal system does not appear to significantly impact employee motivation 

within the sampled IT staffing companies.  

Hypothesis 2: Impact on Employee Turnover 

 Null Hypothesis (H02): The implementation of the 720-degree performance appraisal 

does not significantly impact employee turnover in IT staffing companies. 

 Alternate Hypothesis (Ha2): The implementation of the 720-degree performance 

appraisal significantly impacts employee turnover in IT staffing companies. 

In this study, we explore the potential impact of implementing the 720-degree performance 

appraisal system on employee turnover within IT staffing companies. The Null Hypothesis (H02) 

states that the implementation of the 720-degree performance appraisal does not significantly 

impact employee turnover. This implies that introducing this comprehensive feedback system 

would not lead to a notable change in the rate at which employees leave the organization. On the 

other hand, the Alternate Hypothesis (Ha2) suggests that the implementation of the 720-degree 

performance appraisal significantly impacts employee turnover, indicating that this advanced 

appraisal method could influence employees' decisions to stay with or leave the company. The 

results from the Independent Samples Test, as shown in the table, provide insights into whether 

there is a significant difference in employee turnover based on the implementation of the 720-

degree appraisal system. The Levene's Test for Equality of Variances shows F-values of 0.225 and 

0.337 for performance and employee turnover, respectively, with significance levels (Sig.) of 

0.004 and 0.005. These low p-values indicate that the assumption of equal variances is not met. 

When examining the t-test for Equality of Means, the t-values for both performance and employee 

turnover are -1.286 and -1.02, respectively, with corresponding degrees of freedom (df) and p-

values well above the typical significance level of 0.05 (0.199 and 0.308 for equal variances 

assumed; 0.211 and 0.328 for equal variances not assumed). The 95% Confidence Intervals for the 

Mean Difference also include zero, further suggesting that the differences observed are not 

statistically significant. Given these findings, we fail to reject the null hypothesis (H02), 

concluding that the implementation of the 720-degree performance appraisal does not significantly 
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impact employee turnover within the sampled IT staffing companies. This result indicates that, in 

this context, the introduction of a 720-degree appraisal system does not appear to influence 

whether employees decide to remain with or leave the organization. This outcome suggests that 

other factors may be more influential in determining employee turnover in IT staffing companies 

and the 720-degree appraisal system alone may not be sufficient to affect this outcome 

significantly. Further research could investigate other variables or conditions that might interact 

with the appraisal system to influence turnover rates. 

Conclusion: 

The 720-degree performance appraisal system represents a significant evolution in performance 

management, expanding feedback sources to encompass external stakeholders. The study found 

that while employees perceived this system as more comprehensive and client-focused, statistical 

analysis revealed no significant effect on employee motivation and turnover. These findings 

highlight several critical points: Integrating client and vendor perspectives helps employees 

understand broader business impacts and may improve customer-centricity. Complexity and 

feedback overload remain key concerns; success depends on structured processes and actionable 

feedback. Factors such as organizational culture, leadership, compensation and career 

development likely influence these outcomes more strongly than appraisal systems alone. 

References: 

 Armstrong, M. (2014). Armstrong’s Handbook of Human Resource Management Practice. 

Kogan Page. 

 Gupta, V., & Kumar, S. (2013). Impact of performance appraisal systems on employee 

performance: A study of Indian IT companies. International Journal of Human Resource 

Studies, 3(1), 1–18. 

 Jain, R., & Sharma, A. (2016). Evolution of performance appraisal practices in Indian 

organizations. Global Journal of Management and Business Research, 16(2), 45–54. 

 Kaplan, R. S., & Norton, D. P. (1996). The Balanced Scorecard: Translating Strategy into 

Action. Harvard Business School Press. 

 Kapoor, S., & Sherif, J. (2015). 720-degree feedback: A new horizon in performance 

appraisal. Journal of Business and Management, 17(6), 23–30. 

 Locke, E. A., & Latham, G. P. (2002). Building a practically useful theory of goal setting and 

task motivation. American Psychologist, 57(9), 705–717. 

 Mishra, P., & Basu, S. (2017). Multi-source feedback and employee performance in IT 

companies. Asian Journal of Management, 8(3), 250–258. 

 Rao, V., & Raju, S. (2018). Extending performance appraisal to 720 degrees: Opportunities 

and challenges. Human Capital Review, 12(4), 34–41. 

http://www.ijesh.com/


 

International Journal of Engineering, 

Science and Humanities 
An international peer reviewed, refereed, open-access journal 

Impact Factor: 7.9     www.ijesh.com    ISSN: 2250-3552 

 

Volume 12 Issue 02 (April-June 2022)                                                                              7 

 

 Singh, H., & Verma, P. (2019). Challenges in implementing advanced appraisal systems. 

International Journal of Organizational Behaviour, 24(1), 77–90 

 

 

 

http://www.ijesh.com/

