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Elangovan N. (India), Sridhar Rajendran (India)

IMPACT OF FUNCTIONAL
INTERDEPENDENCY

ON EMPLOYEE SATISFACTION
WITH PERFORMANCE APPRAISAL
IN THE REAL ESTATE INDUSTRY

Abstract

Unbiased performance appraisal tends to bolster the performance of employees.
The studies indicate several inadequacies with the current performance appraisal
systems. Functional interdependence is one such factor that has been ignored. The
study aims to find the factors that can improve the satisfaction with performance ap-
praisal of employees whose deliverables are highly interdependent on other functions.
Organizational justice, rater competence, inter-functional conflict, and cohesion are
considered the mediating variables. To test the model, the data are collected through
a survey using a questionnaire from the executives of Indian real estate companies
who have undergone the appraisal process at least once. Firms with more than 500
employees are randomly selected for the list of members of the real estate developers’
associations. The results show that functional interdependency has a negative impact
on satisfaction with performance appraisal. Although conflict and cohesion are found
to influence satisfaction with performance appraisal, they did not mediate the effect of
functional interdependency on satisfaction with performance appraisal. However, the
study found that rater competence and organizational justice have a mediating effect.
The study provides practical implications to HR managers of real estate companies to
train the raters and include the complexities of functional interdependencies in the
appraisal system. A grievance mechanism should be created to address the employees’
concerns, ultimately improving satisfaction with performance appraisal.

Keywords interdependency, performance, appraisal, satisfaction,
rater competence, organizational justice, Indian real
estate industry

JEL Classification M12, M54

INTRODUCTION

There are practical challenges posed by the appraisal process, leav-
ing managers and employees frustrated and dissatisfied. The stud-
ies show that performance management in the real estate industry is
complicated and requires a systematic and holistic approach. Building
a good appraisal system builds mutual trust between the managers
and employees. Indian real estate sector suffers from a high attrition
rate of around 35%. The real estate sector has been a late adopter of
HR practices and is experimenting with new HR practices to retain
employees. Real estate companies operate under three major depart-
ments: Construction, Sales, and Customer Relationship Management
(CRM). Besides, they have support departments like Legal, Finance
and Accounts, Business Development or Land Acquisition, Human
Resources, and General Administration. The successful outcome of
an individual’s performance depends on other employees’ successful
outcomes in various departments. Considering the background of the
functional interdependencies existing in real estate companies, em-
ployee satisfaction with the outcome of annual appraisal is a question
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because the deliverables are not being measured in the context of the deliverables of the other teams.
Building an appraisal system to map the performance of various teams in evaluating individual per-
formance appraisal becomes complex and biased. In such a situation, HR managers find it difficult
to resolve the employee’s grievances and improve satisfaction with performance appraisal among the
employees. Lack of such satisfaction will lead to overall job satisfaction and poor engagement. The re-
searcher’s problem is to find out the factors that can improve employee satisfaction with performance
appraisal in an interdependent environment. This requires research on various HR aspects of the real
estate sector. The current study investigates the factors that can intervene with the performance apprais-
al process in an interdependent process and increase employee satisfaction.

The main research question is “What factors can improve employee satisfaction with performance ap-
praisal in the real estate industry whose performance is dependent on the output of other departments?”

It also leads to further research questions:

1) Do organizational dynamics such as inter-functional cohesion and conflict affect performance ap-
praisal satisfaction among employees who depend more on others’ performance?

2) Do appraisal-related factors such as rater competence and organizational justice affect the satisfac-
tion with performance appraisal among employees who depend more on others’ performance?

1. LITERATURE REVIEW,

RESEARCH MODEL
AND HYPOTHESES

DeNisi and Murphy (2017) studied the perfor-
mance appraisal and performance management
progress in 100 years through a meta-analysis and
identified performance appraisal reaction as one
of the eight research areas. They identified little
research on reactions to performance appraisals
until the 1970s, which mainly focused on ratee
satisfaction and perceptions of fairness. Further
research studies focused on the role of justice
perceptions in reaction to performance apprais-
al. Keeping and Levy (2000) believed that the
assessment of reactions is important because of
practitioners’ great interest and its relationship to
appraisal acceptance and success and claim that
“satisfaction has been the most frequently meas-
ured appraisal reaction.” Appraisal satisfaction
was found to confound with perceived fairness,
accuracy, and utility. Chen et al. (2011) present-
ed that goal interdependence and procedural jus-
tice influence appraisal reactions to workgroups
than individual performance appraisal. Bachrach
et al. (2006) proposed an impact of task interde-
pendence on organizational citizenship behavior
and performance evaluation. This study provides
a basic theoretical foundation to the relationship
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between organizational justice, rater competence,
inter-functional cohesion, and conflict with sat-
isfaction with performance appraisal in the in-
ter-functional interdependence situations.

Performance appraisal is one of the most im-
portant human resource management functions
(Kampkotter & Marggraf, 2015). As stated by
Messmer (2004), many employees do not consid-
er this exercise a genuine and exciting process in
their career. The performance appraisal system’s
success depends on the employees’ perception of
fairness of the performance appraisal (Erdogan,
2002; Sabeen & Mehboob, 2008). Even though the
employees working in various departments or sec-
tors perform different tasks, their deliverables in
the performance affect the performance of the em-
ployees in other departments or sectors directly or
indirectly. In many cases, the inputs to perform a
particular task are the output of another employ-
ee’s performance in another sector or department.
Van der Vegt and Janssen (2003) defined “inter-
dependency is the extent to which an individual
team member needs information, materials, and
support from other team members to be able to
carry out his or her job.” They have established
that interdependency involves interaction among
members. High task interdependence implies the
need for intensive interactions among members,
creating more opportunities for conflict (Wilmot

http://dx.doi.org/10.21511/ppm.18(4).2020.19



& Hocker, 2001; Xie, Song, & Stringfellow, 1998).
Non-availability of even one piece of information
on time will lead to delay in the deliverables of
a team. The question that arises here is whether
the existing appraisal processes take care of in-
terdependencies in the performance. Hence, the
assumption made in this study is that if there is
no coordination, then the employee’s job perfor-
mance is affected.

According to Keeping and Levy (2000), apprais-
al satisfaction has been the most frequently stud-
ied among all performance appraisal reactions.
Hence, satisfaction with the performance ap-
praisal process is an important variable in this
study. Employee appraisal reactions, i.e., fairness
and satisfaction, have been considered impera-
tive for organizations (Cardy & Dobbins, 1994;
Keeping & Levy, 2000). McDowell and Fletcher
(2004) quoted [Boswell and Boudreau (2000)]
that “perceptions of fairness of the system are an
important aspect that contributes to its effective-
ness. Understanding employee attitude about the
performance appraisal system in organizations
is important, as they can determine its effective-
ness.” When employees are satisfied with their ap-
praisals, they are likely to be motivated to engage
in positive employee behaviors (Kuvaas, 2006).
Baethge and Rigotti (2013) proposed that inter-
ruptions are negatively related to satisfaction with
one’s performance. Interruptions to performance
may be due to controllable factors internal to the
employee or uncontrollable factors external to the
employee. Inter-functional interdependence is
seen negatively as an interruption in an individu-
al’s performance.

Due to the complexity of the job performance and
interpersonal relations at work, much of the exist-
ing research typically indicate that raters account
for significant proportions of the variance in em-
ployees’ true performance (Woehr et al., 2005;
Hoftman & Woehr, 2009), and analyzing the gaps
in the existing appraisal process rater’s role acts
as a key factor in deciding the fairness on perfor-
mance appraisal. Thurston and McNall (2010) ar-
gued that performance appraisal systems believed
that ratings’ inaccuracies were due to the deliber-
ate distortion of performance ratings by the raters
themselves. Further on, they elaborated that a
discrepancy can occur when the performance ap-
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praisal does not meet an individual’s beliefs about
the rating he or she should receive. Othman (2014)
found that an appraiser’s credibility is related to
the satisfaction of the performance appraisal sys-
tem. However, he suggested that a team-based
performance appraisal is better than an individ-
ual-based performance appraisal. Jawahar (2006)
argued that satisfaction with rater correlates with
satisfaction with the appraisal system. However,
the same needs to be tested in a complex organiza-
tion with sequential interdependence.

Greenberg (1986) first established the relationship
between organizational justice and performance
appraisal: “organizational justice implies that fair-
ness is being considered in the organization”. Tang
and Sarsfield-Baldwin (1996) define organization-
al justice as “What the decisions are” at the end of
the appraisal process, or the “content of fairness”.
More specifically, the researchers have acknowl-
edged that the relationship between performance
appraisal events is a predictor of organizational
justice (Cropanzano et al., 2002; Jacobs et al., 2014).
“The performance system can be blamed if the cri-
teria for evaluation are poor, the technique used
is cumbersome, or the system is more form than
substance. Organizational commitment is posi-
tively associated with the use of explicit evaluative
criteria and openness to discussing the appraisal”
(Pettijohn et al., 2001). Cook and Crossman (2004)
argued that “the source of satisfaction and/or dis-
satisfaction with the PAS was not equally attribut-
able to all aspects of organizational justice”. At the
same time, Palaiologos et al. (2004) proposed that
organizational justice impacts employee satisfac-
tion in performance appraisal. Among the three
components of organizational justice, they found
that procedural and distributive justice has an in-
fluence. Therefore, there is a need to test organi-
zational justice in the context of interdependency.

Conflict is an interesting variable that plays a crit-
ical role in interdependencies, which decides the
employee’s performance. When conflict is not well
managed, it affects relationship quality (Bobot,
2011). Cross-functional conflict is influenced by
the performance of other frontline functions
(Arndt et al, 2012). Le Meunier-Fitzhugh and
Piercy (2010) describe the inter-functional con-
flict as “working at cross-purposes, being obstruc-
tive and not appreciating each other’s roles” and
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contested that “extant of research generally pro-
poses that cross-functional conflict impacts team
performance because conflict inhibits joint prob-
lem-solving towards a shared goal”. Literature
reveals mixed results on the benefits and harm
of conflict to groups and organizations. Conflict
is detrimental to organizational functioning and
leads to unnecessary energy drain probing on
conflict causes and resolution. However, recent-
ly, some researchers have theorized that conflict
is beneficial under some circumstances (Tjosvold,
1991). De Dreu and Van Vianen (2001) found that
“when there is an avoidant conflict management
culture, this increases the levels of both teams
functioning and team effectiveness”.

Cohesion bundles members of various functions
together through positive emotions, and the neg-
ative emotions weaken the cohesive relationships.
Interdependence theory suggests that individu-
als will work together to achieve common goals
in team settings (Deutsch, 1949). Cohesiveness at
the organizational level among various functions
represents the degree to which the organization
members are aligned to each other to achieve the
common goal of the organization, and it ensures
developing this cohesion among its members by
promoting unbiased reward systems and various
employee engagement activities. An inter-func-
tional interdependency improves the deliverables

Functional

Organizational
justice

Rate competence

and increases the employee’s confidence level by
trust, cohesion, and satisfaction among the mem-
bers of various functions. In this, cohesion is the
key construct that describes how members of the
same group or members of different groups work
together, which eventually impacts the organiza-
tion’s overall outcome. However, a meta-analy-
sis by Gully et al. (1995) identified that cohesion
is not always connected with performance in
groups with task interdependence.

A critical review of the literature reveals the impact
of functional interdependencies on the satisfaction
with performance appraisal in the real estate indus-
try and the intervening role of rater competence,
organizational justice, functional conflicts, and co-
hesion in increasing or decreasing the satisfaction.
Figure 1 shows the research model framed in this
study. The hypotheses are as follows:

HI: Functional interdependency influences satis-
faction with performance appraisal.

H2: Rater competence mediates the influence of
functional interdependency on satisfaction
with performance appraisal.

H3: Organizational justice mediates the influ-

ence of functional inter-dependency on sat-
isfaction with performance appraisal.

Satisfaction with

interdependence

Inter-fu

conflict

Inter-functional
cohesion

performance
appraisal

nctional

Figure 1. Conceptual model
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H4: Inter-functional conflict mediates the influ-
ence of functional inter-dependency on satis-
faction with performance appraisal.

H5:  Inter-functional cohesion mediates the influ-

ence of functional inter-dependency on satis-
faction with performance appraisal.

2. METHODOLOGY

This study was administered among junior and
senior employees working in various real estate
companies in India. Employees who have under-
gone the performance appraisal at least once in
their career have been considered for the study.
There is no specific data on the number of em-
ployees in the construction industry. Therefore,
the population is considered to be infinite. Only
the list of real estate companies is available; there-
fore, a multistage sampling is used. First, com-
panies are considered the sampling unit and
are selected randomly from the members’ list
of the Confederation of Real Estate Developers’
Association of India (CREDAI). Second, all the
executives from the selected real estate companies
who fulfilled the qualifying criteria were selected
as the sampling unit. This is very similar to clus-
ter sampling. Instead of clusters, random compa-
nies were selected as the sampling unit. Around 24
companies were selected from the list of 400 com-
panies with more than 500 employees through a
simple random sampling. The period of study was
for three months, between March 2017 and May
2017. Considering an infinite population and based
on Krejcie and Morgan (1970), a target response of
384 was planned. Accounting for non-responses,
2000 respondents were approached, and the ques-
tionnaires were distributed. The survey question-
naire was distributed through Zoho, an online
survey platform, which provides the facility to fil-

Table 1. Items in the measuring instrument

Problems and Perspectives in Management, Volume 18, Issue 4, 2020

ter out the completed survey questionnaires and
eliminate the incomplete survey responses. At the
end of the survey, the total number of 464 eligible
responses were received. This makes a response
rate of 23.2%, which is normal for a survey.

The questionnaire used was developed from the ex-
isting standard scales of earlier studies. The items
were collected, compiled, and tested for their va-
lidity and reliability from the available literature.
In the present study, few minor modifications were
made in the scale to suit the employees working
in real estate companies in India. The instrument
was validated at various stages. First, the content
and face validity is checked by having the ques-
tionnaire reviewed by experts. Three experts from
the real estate industry and four experts from the
human resource and appraisal background vali-
dated the concept and the items of the instrument.
Four experts from the academic background val-
idated the structure, language, and suitability of
the measurement scales. Eighty-seven items listed
originally were reduced to 52 in the final stage. For
convergent and divergent validity, using the pi-
lot data collected, statistical analysis was done to
check the distribution and the consistency among
the scale items. The correlations of the new items
and the previous items were checked for suitabil-
ity. The final instrument had six sections, with a
total of 52 items (see Table 1). The demography
section measured gender, job grade, educational
qualification, and the number of times the em-
ployee underwent performance appraisal.

Raw data received from the survey were labeled
with a unique identifier, electronically saved, and
backed up. The raw data were entered in SPSS with
the first column as the assigned unique identify-
ing number to the participant. One row was as-
signed to each participant. The data were cleaned
and coded by the researcher. The data were ana-

Construct Items Scale Source
Functional interdependency (F) 8 o Brass, 1981
nterfunctional cohesion (IF-COM) i B Derozier (2003) .
Inter-functional conflict (IF-CON) 8 o Sun (2011)
s SN 5-pOII’1t leert ,,,,,,,,,,,,,,,,,,,,,,,,,,,,
_Ratercompetence (RC) o scale Walsh (2003)
Organizationaljustice (O)) S Panggabean (2001), Buehler (2006)
) . . ) ) Murphy and Balzer (1986), Walsh (2003), Aly and
Satisfaction with performance appraisal (Sat-PA) 11 El-Shanawany (2016)

http://dx.doi.org/10.21511/ppm.18(4).2020.19
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lyzed using the SPSS version 22.0 statistical tool.
The frequency table and descriptive statistics of de-
mography variables and test variables are present-
ed first. Further tests were done using WarpPLS
6.0 free version of the software. The reliability of
the measures was analyzed through Cronbach’s
alpha values, composite reliability, and AVE. The
construct validity was tested from the CFA results
using loading and cross-loadings, correlation be-
tween constructs, and AVE square. The impact of
the variables was assessed through path analysis.
Direct and indirect coefficients were analyzed for
specific mediators and multiple mediators. The
model fitness values were also presented.

3. RESULTS

In the sample, 63.6% (1 = 295) were men and 36.4%
(n = 169) were women. 87.7% of the respondents
had a minimum of two times of experience in the
appraisal process, which indicated that employees
who participated in the survey had prior experi-
ence. 96.5% of the sample population is highly edu-
cated, including 49.1% of postgraduates and 17.9%
with professional degrees, indicating that the sam-
ple population was well educated and could easi-
ly understand the researcher’s problems. Among
464 participants, 66% of the employees are either
at the mid-management or senior level. This indi-
cates that the participants come with a highly pro-
fessional experience in their domain and have suf-
ficient performance appraisal process experience.

The mean values of all the interdependency scale
items were above 3.0, which shows that the respond-
ents have felt functional interdependencies in their
role. The mean values of all the items of the cohesion
scale were found to be less than 3.0. The respondents
felt less cohesion among their peers. Rater compe-

Table 2. Results of reliability tests

tence measures have a mean value of less than 2.99.
Respondents felt that the rater competence was be-
low fairness. The mean values of organizational jus-
tice measures were found to be less than 2.50. This
shows that respondents felt that organizational jus-
tice was low. The measures of conflict variable had a
mean value above 2.89. The respondents have said
that they felt conflict among their colleagues. The
measures of satisfaction with performance appraisal
have a mean value of less than 2.64. This shows that
they were not satisfied with the performance ap-
praisal. The results of the reliability test are present-
ed in Table 2. Cronbach’s alpha and composite reli-
ability coefficient values of all the constructs were
above 0.9. AVE scores of all constructs were above
0.5. This shows that the measures were consistent.

The results of loading and cross-loading from
WarpPLS are presented in Table 3. The results
clearly show that each of the reflective indica-
tors is loaded on their respective constructs.
This confirms the measurement model and con-
vergent validity of the measures. The correlation
between the inter-functional interdependency,
satisfaction with performance appraisal, organ-
izational justice, rater competence, inter-func-
tional cohesion, and inter-functional conflict
was calculated and analyzed. The results are
presented in Table 3.

The correlations among latent variables are given
further.

The correlation between functional interdepend-
ency and satisfaction with performance appraisal
(-0.131) is weak and negative.

The correlation between interdependency and co-
hesion (-0.066) and organizational justice (-0.190)
is weak and negative.

Composite reliability

Cronbach’s alpha Average variance Full collinearity

Construct coefficients coefficients extracted VIFs
2zzi2§§lw'th the performance 0.983 0.981 0.842 . 1.280
Functiénal inter'(‘i“ependenucy 0945 """ 0933 h 0684 R 1181 S
Inter-functional cohesion 0964 0957 L0749 23
Rater competence 0922 0901 i 0630 . 1460
Organizational justice 0969 0.964 LOTTT L1400
Conflict 0.933 0.918 0.636 1.374
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Table 3. Correlations among latent variables and square roots of AVEs

SAT-PA Fl IF-COH RC 0J IF-CON
0.918 :
,,,,,,,, R P
"""" 0217 —0066 0.865
"""" 0116 0350 0.040 0.794
"""" 0.455 019 0.341 fwmwo.089 0882
"""" —0097 0250 0.021 0526 ~0.095 0758
Note: Square roots of average variances extracted (AVEs) shown on diagonal.
The correlation between interdependency and Table 4. Model estimates
rater competence (—=0.350) is moderate and neg-
ative, and between conflict (0.250) is weak and Path from Path to Pa.ﬂ.‘
o : coefficient
positive. A s s
Fi IF-COH -0.102
The correlation between cohesion and satisfac- 7 ke loszgr |
tion (0.217) and rater competence and satisfac- —0254

tion (0.166) is weak and positive.

The correlation between organizational justice
and satisfaction (0.455) is moderate and positive.

The correlation between conflict and satisfac-
tion (-0.097) is weak and negative.

The correlation between cohesion and rater
competence (0.040) and between cohesion and
conflict (0.013) is positive but negligible.

The correlation between cohesion and organi-
zational justice (0.341) is moderate and positive.

The correlation between rater competence and
organizational justice (0.089) is very low and
positive.

The correlation between rater competence and
conflict (-0.526) is moderate and negative.

The correlation between organizational justice
and conflict (=0.095) is low and negative.

The square root of AVE values for every con-
struct is above the correlation values in the re-
spective column. This shows that each of the
constructs is distinct, and the discriminate va-
lidity is proved. Path analysis with the media-
tion effect was done in WarpPLS version 6.0
(Figure 2). The results of the regression coeffi-
cients are presented in Table 4.

http://dx.doi.org/10.21511/ppm.18(4).2020.19

The interdependence influences satisfaction (f =
-0.123, p = 0.005), cohesion (8 = -0.102, p = 0.017),
rater competence ( = -0.387, p < 0.001) and or-
ganisational justice (f = -0.254, p < 0.001) nega-
tively and significantly. Interdependency influenc-
es conflict (B = 0.289, p < 0.001) significantly and
positively. Cohesion (f = 0.121, p = 0.006), rater
competence (f = 0.239, p < 0.001), organisational
justice ( = 0.464, p < 0.001) influence satisfaction
significantly and positively.

Conflict does not influences satisfaction (f =
-0.053, p = 0.138). The predictability of the de-
pendent variable is tested with R-squared values.
The results are presented in Table 5. Satisfaction
with performance appraisal is predicted by inter-
dependency, rater competence, organizational jus-
tice, conflict, and cohesion to the extent of 38.5%.
Interdependency predicts rater competence to the
extent of 15%, cohesion to the extent of 1%, organ-
izational justice to the extent of 6.4%, and conflict
to the extent of 7.9%. The hypothesized model’s
fitness is tested using the goodness of fit indices
from the WarpPLS version 6.0. The results are
presented in Table 6. The threshold values for as-
sessing the quality of the model are also presented
in Table 6. On comparing the threshold values, it
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8=0.12
8=-0.10 (p<.01)
R2=0.01
RatCom
(R)7i
R?2=0.15

R?=0.08

Figure 2. Results of the path analysis

is found that all the fitness values are within the the indirect effect § = -0.236 (p < 0.001), show-
acceptable values. This proves that the proposed ing that the mediating variables have an impact
model is useful for theorizing. on the relationship between inter-functional de-

pendency and satisfaction in performance ap-
The overall mediation model with multiple medi- praisal. The model is found to have better predict-
ators is also tested (Table 7), and it was found that  ability with R-squared = 0.385, and the proposed

Table 5. R? coefficients

Dependent variable R? coefficients Adjusted R? coefficients
Satisfied with the performance appraisal : 0.385 : ) 0378
Cohesion 0.010 ) _0.008
Rater competence 0.150 0.148
Organizational justice 0064 N ) 0062
Conflict : 0.079 : 0.077

Table 6. Model fit and quality indices

Average path coefficient (APC) = 0.225, p < 0.001

Average R? (ARS) =0.138, p < 0.001

VIF) = 1.090, acceptable if < 5, ideally < 3.3"

ity VIF (AFVIF) = 1.316, acceptable if < 5, ideally < 3.3

2 (RSCR) = 1.000, acceptable if >0.9, ideally =
Statistical suppression ratio (SSR) = 1.000, acceptable if > 0.7

Nonlinear bivariate causality direction ratio (NLBCDR) = 0.722, acceptable if > 0.7
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model has the goodness-of-fit that proves the con-
ceptual model. Though there is an indirect effect
found in the multiple mediation models, it does
not confirm which mediator contributes to the ef-
fect. Therefore, a specific indirect effect with one
mediator at a time is tested. To test the mediating
effect of inter-functional cohesion in inter-func-
tional interdependency on satisfaction with per-
formance appraisal, a mediation test is done in
WarpPLS version 6.0. The regression coefficient of
the indirect effect of the mediation $ =-0.013 (p =
0.358). Since insignificance is found, the hypoth-
esis that inter-functional cohesion mediates the
influence of functional inter-dependency on satis-
faction in performance appraisal is rejected.

The influence of rater competence, inter-function-
al interdependency on satisfaction with perfor-
mance appraisal is tested in WarpPLS version 6.0
with rater competence as the only mediator. The
R-squared is 0.10, and indirect effect f = -0.091
(p = 0.004). Therefore, it is concluded that rater
competence influences the relationship between
inter-functional interdependency on satisfac-
tion with performance appraisal. The influence
of organizational justice in inter-functional in-
terdependency on satisfaction with performance
appraisal is tested in WarpPLS version 6.0 with
organizational justice as the only mediator. The
R-squared is 0.31, and 3 = -0.118 (p < 0.001). Thus,
the hypothesis that organizational justice medi-
ates the influence of inter-functional interdepend-
ency on satisfaction with performance appraisal
is accepted. Thus, the higher the organization’s
organizational justice, the higher the impact of
interdependency on satisfaction with perfor-
mance appraisal. It supports the hypothesis that
organizational justice mediates the influence of
inter-functional interdependency on satisfaction
with performance appraisal. The influence of in-
ter-functional conflict in inter-functional inter-
dependency on satisfaction with performance
appraisal is tested in WarpPLS version 6.0 using
a mediation model with just inter-functional con-
flict. The results of the indirect effect is found to

Problems and Perspectives in Management, Volume 18, Issue 4, 2020

be f = -0.015 (p = 0.333). Since insignificance is
found, the hypothesis that inter-functional con-
flict mediates the influence of functional interde-
pendency on satisfaction in performance apprais-
al is rejected.

4. DISCUSSION

In the past few years, several companies have be-
gun contemplating changes to their performance
management systems to gain more value and
impact performance (Alder et al., 2016). This in-
dicates that even after many decades of research
in performance appraisal, the study on India’s
real estate industry is still a requirement. It was
found that most of the job responsibilities in the
real estate industry are not completely independ-
ent and do not enjoy autonomy. These job roles are
dependent on other factors in the organization.
This study’s assumption is confirmed by the fact
that the job responsibilities are not independent;
instead, interdependencies exist in the real es-
tate companies in India. A notable finding of this
study is that most of the respondents agreed that
they could not predict the input, time of delivery
of these inputs to them, and the location they re-
ceive the inputs that are required for them to per-
form. It is evident from this study that the job roles
in the real estate companies have a high degree of
inter-functional interdependencies.

The inter-functional cohesion in the real estate
companies is low. Respondents agreed that the
employees in other departments generally are less
cooperative, and inputs are difficult to be received.
This may be because of the mobility of the teams
to the field for construction site and marketing vis-
its. The findings are similar to those of Lee, Lin, H.
Huang, W. Huang, and Teng (2015), which showed
that task interdependence significantly and posi-
tively influenced team cooperation and job per-
formance, and significantly and negatively influ-
enced relationship conflict. Relationship conflict
significantly and negatively influenced team co-

Table 7. Multiple mediators and specific indirect effect

Effect © Multiple mediator Cohesion © Rater competence @ Organizational justice Conflict
Indirect {0236 (<0.001) —0.013 (0.358) : —0.091 (0.004) —-0.118 (< 0.001) —0.015 (0.333)
Direct . -0123(0005) -0123(0005 -0123(0005) 70123(0005)  -0123(0005)
Total —0.359 (< 0.001) —0.135 (0.002) —-0.214 (< 0.001) —0.240 (< 0.001) —0.138 (0.002)
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operation; task conflict positively and significant-
ly influenced team cooperation. The respondents
have a concern about the qualification, knowledge,
and understanding of the rater. The respondents
agreed that the supervisor or rater who evaluated
their performance did not take it seriously or ex-
plained them with proper feedback. The employ-
ees expressed their concern about the awareness
of the rater on the performance appraisal process.
The study indicates that employees are uncertain
about the rater’s effort to impress this group of re-
spondents with their strong knowledge of the per-
formance appraisal process. Roberts and Pregitzer
(2007) presented that the employees dislike per-
formance appraisal because managers do not al-
ways rate them on objective criteria.

Employees are uncertain about the organization’s
fairness in conducting the performance apprais-
al and regarding its regularity. Respondents are
concerned about the promotions being unfair.
The factors of rater competence and organization-
al justice are similar to the hygiene factor in mo-
tivation, where there will be no satisfaction what-
soever may be the level of fairness on the part
of rater and the organization. This is similar to
Ibeogu and Ozturen (2015) findings: though they
found a positive rating towards justice in per-
formance appraisal, satisfaction with the perfor-
mance appraisal system was statistically low and
non-significant. On the inter-functional conflict
among the job roles, there is a possibility that the
employees in other functions failed to impress
the respondents by the fair behavior strongly
enough. Hence, this study clearly shows that the
employees’ fair behavior and trust in other func-
tions determine the respondents’ deliverables and
lead to satisfaction with performance appraisal.
Functional interdependency was found to impact
satisfaction in performance appraisal negatively.
This was not a surprise. However, the function-
al interdependency could only predict around 3%
of the satisfaction in performance appraisal. This
highlights that other variables lead to satisfac-
tion in performance appraisal. This is in line with
Langfred and Moye’s (2004) findings that task au-
tonomy does not always lead to performance and
job satisfaction. Similarly, Shaw, Duffy, and Stark
(2000) found that interdependence has a congru-
ence effect on group members’ satisfaction and
performance. The results further throw light that

222

conflict did not have any impact on satisfaction
in performance appraisal. Rather Rahim (2017)
argued that maintaining a moderate amount of
substantive conflict at the individual, group, and
intergroup levels are required.

Organizational justice and rater competence had
a notable impact on satisfaction in performance
appraisal. Cohesion had only a small impact. This
reveals that rather than improving the cohesion
and reducing the conflict or finding means of
right rater competence, the organizational justice
matters in the satisfaction in performance ap-
praisal. This can be understood that the cohesion
and conflict can be wiped out from the organiza-
tional roles, and they are bound to happen when
there is a coordinated activity across departments.
Executives have understood the factors as part
and parcel of their organizational life. Raters are
the immediate supervisor to whom the executive
is reporting. Therefore, even though the concern
on rater competence is one of the factors, execu-
tives very well know the problem associated with
the rater, and it is beyond the control because the
rater is one among them. Executives are looking
for an ultimate platform to address their griev-
ances during their performance appraisal and an
ear to listen to them. All the intervening variables
such as organizational justice, rater competence,
inter-functional conflict, and cohesion mediate
functional interdependency and performance
appraisal satisfaction. This shows that the inter-
vening variables add to satisfaction when there
is functional interdependency. However, specif-
ic indirect effects for cohesion and conflict were
found to be insignificant. Organizational justice
and rater competence have individual media-
tion effects. This result is similar to Chen, Wu,
and Leung’s (2011) findings that performance
appraisals were related to appraisee reactions to
the workgroup, which is mediated by goals. They
also found that procedural justice strengthened
the relationship between goals and performance
appraisal.

The real estate industry in India has all the capa-
bilities that can augment the economy of India.
The real estate industry’s importance is that it has
emerged as an employment generator for both ed-
ucated and uneducated. It is estimated that the
real estate industry will grow rapidly in the com-
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ing years. After the RERA implementation, sever-
al small and medium-sized companies are slowly
fading out. Corporate and big size real estate com-
panies are growing rather rapidly. In India, the
real estate industry, which is labor-intensive, can
attract more educated people for their career pro-
gression. However, in terms of organized business
and application of strategic management tools
such as performance appraisal, India’s real estate
industry is still at an emerging stage only. It is rea-
sonable to comment that tens of thousands of ru-
pees are paid out by companies as compensation
and rewards based on the performance appraisal
process. The accurate performance appraisal pro-
cess, feedback, and rewards can have long-last-
ing effects on employees’ lives and careers in or-
ganizations. It can influence staffing, promotion,
and termination decisions besides open avenues
to other development opportunities. Hence, un-
derstanding performance appraisal outcomes is a
serious task required of real estate companies in
India.

This study revealed the impact of inter-function-
al interdependency in real estate companies’ job
role on satisfaction performance appraisal and
noted that it is further mediated by organization-
al justice and rater competence. The study further
points out that organizational justice plays a big-
ger role than individual raters or evaluators. This
study also reveals that though cohesion improves
the level of employee satisfaction with appraisal,
the conflict has no impact on employee satisfac-
tion with performance appraisal. The findings of
this research are in line with the study of Heath
and Staudenmayer (2000), which states that the
organizations often fail to address the interde-
pendencies through effective coordination and
reconfirms the observation that organizational
justice can resolve the issues arising out of lack
of coordination among the members of various
departments in real estate companies. Ilgen et al.
(1979) put forth that “if employees are not satis-
fied or perceive a system as being unfair, they will
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be less likely to use performance evaluations as
feedback to improve their performance”.

This study suggests that even if the factors such
as inter-functional cohesion or conflict are man-
aged, or there is a problem with the rater compe-
tence, employees only look forward to a mecha-
nism within the organization to hear the griev-
ances and address them fairly. To improve organ-
izational justice, one should look into the rating
system and reflect the kind of work done. There
should be scales to measure the quality and quan-
tity of the work done by the executives. Because
of the interdependency and difference in the job
role, a different evaluation criterion needs to be
established, or there should be some factor score
added to each type of job roles based on their in-
terdependencies. There will be a very ambiguous
boundary between the good performer and the
bad performer. There needs to be an intermedi-
ate-range identifying people between good and
bad performance and giving people a chance to
improve their performance. Many organization-
al performance appraisals are just an annual rou-
tine or a weapon to fire employees. Promotions
or increments do not reflect the performance
scores, and over time, employees lose faith in the
system, leading to dissatisfaction with perfor-
mance appraisal. There should be explicit impli-
cations based on performance scores. The rating
is bound to vary with the difference in perception
of the rater or due to events in the job role, such
as uncontrolled factors, which may affect an in-
dividual’s outcome. Therefore, a mechanism for
representation needs to be in place. Often, em-
ployees are left with no feedback throughout the
year and are commented on only during the ap-
praisal process, leading to no chance to correct or
improve their performance. The review should be
frequent and done at different levels. Feedback on
the appraisal process, criteria, and the rater needs
to be taken for continuous improvement of the
appraisal system, making it a fair and effective
mechanism.

CONCLUSION

This study was poised because of the problems of
impact of the same on performance appraisal satis

interdependency in the real estate industry and the
faction. A conceptual model was developed through

a literature review, observation in the real estate companies, and expert inputs. Hypotheses for the study
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were framed from the conceptual model. Data were collected from the executives of the real estate com-
panies through an online survey and were analyzed. The statistical analysis of the data has given clear
insight into several problems and prospects of real estate industry and has provided some solutions to
solve those problems. Based on this research, recommendations are given to real estate companies in
India to improve their organizational justice in conducting accurate and unbiased performance ap-
praisal system in their organizations by improving the cohesion among the employees working in var-
ious departments and by considering the role of inter-functional interdependencies in the job role of
the employees. Hence, implementing this research study’s recommendations becomes imperative and
urgent for companies to compete with other industries in attracting talented professionals. A better
performance appraisal system is one of the best tools to place the companies in the top ranks in such
surveys. The rapid development of better performance appraisal systems in other industries is forcing
real estate companies in India to adopt a better performance appraisal system for them.
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