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Abstract 

High-potential employees become the cornerstone of an organisation and they are the key for its continuous 
growth and success.Employee turnover is a common phenomenon affecting almost all the industries across the 
globe thereby posing a big threat to retention of existing employees. The need of the hour for any organization 
is to identify the actual potentialin its employees and use it to competitive advantage. In this paper an attempt 
has been made to highlight the concept of potential appraisal, the process which is usually followed in 
organisations while introducing potential appraisal system and also the ways to assess it. 
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INTRODUCTION 
 
Highly competent employees provide an organisation a huge competitive benefit. It is 
essential that organisations proactively and systematically take action to make sure that they 
have the human resource potential and bench strength to meet current and future business 
requirements.  
For the most part of the organisations, there is a custom of promoting employee to next level 
based on their past performance. There is no doubt that the earlier period precisely predicts 
the future of an employee, but this might be factual when employee is promoted and has 
toexecutesimilarkind of job. However, in real practice when an employee is promoted, the 
roles and responsibilities change,therefore past performance though makes certain things 
clear, but it cannot assure the success in anadvanced role.   
The process of potential appraisal starts with the evaluator evaluating the employee’s 
potential. Here, the evaluator needs to have complete information about the nature of the 
profession and the specific skills required to man different positions. Sometimes the new 
position demands some special skills and the employee is subjected to a different area to 
which he or she has not been exposed or might not be well acquainted. Like performance 
appraisal, potential appraisal can be done on regular basis or whenever required. This helps 
the organisation to keep track of such employees who can be considered for new and 
challenging positions and on the other hand it actually provides opportunities to current 
employees to exhibit their skills at higher level and make a mark for themselves and thereby 
facilitate the growth of the organisation. 
The purpose of potential appraisal is to identify the potential of a specific employee to take 
up higher positions in the organizational ladder and perform higher responsibilities. If an 
employee without requisite abilities is promoted to advanced position and does not perform 
as per the expectations, then it becomes difficult to relegate him. Further, their inabilities to 
perform higher-level jobs create problems both for the individuals and the organisation. To 
overcome this kind of scenarios, organizations must think of going for potential appraisals. 
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POTENTIAL APPRAISAL:  
 
Definitions: Potential can be defined as ‘a latent but unrealized ability’. There are many 
people who have high potential to move forward in their job and looking for opportunities to 
go for higher level to withstand the present competition (Priya& Ashok 2010). 
According to Ready, Conger, & Hill(2010) “High potentials consistently and significantly 
outperform their peer groups in a variety of settings and circumstances. While achieving 
these superior levels of performance, they exhibit behaviours that reflect their companies’ 
culture and values in an exemplary manner. Moreover, they show a strong capacity to grow 
and succeed throughout their careers within an organization—more quickly and effectively 
than their peer groups do.” 
Chan (2016) provides the examples (current job / next job) of where the best performer in the 
current job is unlikely to be the best candidate for the next job due to the differences in the 
skills needed: salesperson / sales manager, engineer / project manager and teacher / school 
administrator. 
 
Potential appraisal is a process of determining an employee’s strengths and weaknesses with 
a view to use this as a predictor of his future performance1.  
Potential appraisal is a future oriented appraisal aimed to identify and evaluate the potential 
of the employees to assume higher positions and responsibilities in the organizational 
hierarchy2. 
 
Potential appraisal is concerned with identifying the potential of an employee for future 
development and promotion in the organization3. 
Potential appraisal is a practice in the organization where the unseen talents, skills, strengths 
and weaknesses of an employee are evaluated in order toassignsuperior responsibilities in 
upcoming or future assignments.  
 
IMPORTANCE OF POTENTIAL APPRAISAL 

1. Potential Appraisal create competitive environment: Potential Appraisal is very 
important concept for the betterment of employee’s performance in an organization. 
When an employee wants to stay better than others and when the organization wants 
to identify better performers to reach their objectives, then the potential appraisal 
plays very important role.  

 
2. Advice to employees: Potential appraisal advices to employees about their overall 

career development and future prospects. Potential appraisal helps to employee, what 
they must learn to develop their career. 

 
 

3. To chalk out succession plan: Succession planning is a process of identifying and 
developing new leaders, who can replace old leaders when they leave, retire or die. 
Potential appraisalchalk out the availability of experienced and capable employee 
within the organization or not.  

 

                                                             
1Potential appraisal. Retrieved fromhttps://www.slideshare.net/Vijay_ggsbs/potential-appraisal-15095070 
2Potential appraisal. Retrieved fromhttps://www.slideshare.net/Vijay_ggsbs/potential-appraisal-15095070 
3Potential appraisal. Retrieved from https://www.slideshare.net/Poornachelvan/potential-appraisal-26485854 
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4. Motivate employees: Potential appraisal creates willingness amongst the employees to 
perform in the best of their abilities. Potential appraisal stimulates the employees to 
accomplish the goals.  

 
5. Update training efforts from time to time: Potential appraisal assess career 

enhancement possibilities periodically. Such assessment is used for development 
planning as well as for placement. Potential appraisal suggests training and 
development programmes to employees from time to time. 

 
6. To identify individual capabilities: Potential appraisal looks at the unused skills and 

knowledge of an employee. Potential appraisal allows employee to know his 
capability and identifies which is the most suitable position to utilise those capabilities 
within the organization. 

 
7. Reduces cost: With the help of potential appraisal the organizations are in a position 

to reduce costs on recruitment, selection, training and development.  
 
PROCESS OF POTENTIAL APPRAISAL  
Potential appraisal is a powerful stepping stone for employee’s advancement. Along with the 
performance appraisal many companies maintain records regarding actual performance of 
employees, which is used for multiple purposes such as training need identification, 
promotion, salary hike etc. However the task of identifying potential for promotion purpose is 
not easy as performance of employees is not a direct indicator of potential for a different 
assignment altogether.  
The usual process of a Potential Appraisal system includes: 

1. Description of the role 
2. Determining the qualities needed to perform the roles 
3. Rating mechanisms 
4. Organizing the system 
5. Feedback 

 
1. Role Description: Role description is a part of Job description which clearly defines roles 

and responsibilities of a particular job. It also explains about the nature of the work and 
the challenges which are expected to be met in the future by the candidate. It gives overall 
details about the job and salary range and also stresses on the reporting relationships. 

A good role description makes many things clear like the following. 
 It describes the skills and competencies that are essential to perform the job; 
 It defines where the job fits within the overall company hierarchy; 
 It is used as the basis for the employment contract; and 
 It is a valuable management tool. 

2. Qualities needed to perform the roles: Besides role descriptions, it is necessary to have a 
certain qualities required to perform the job well. These qualities may be broadly divided into 
four categories: 
 
(A) Technical knowledge and skills: 
 
Technical skills are the abilities and knowledge needed to perform specific tasks. They are 
practical, and often relate to mechanical, information technology, mathematical, or scientific 
tasks.  
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 (B)Managerial capabilities and qualities:  
a. Good communication  
b. Good organization  
c. Team building 
d. Leadership 
e. Dealing with changes  
f. Domain knowledge 

 
(C)Behavioral capabilities:  
Behavioural skills are the skills we use to successfully interact with others in the workplace.  
(D)Conceptual capabilities: 
 The ability to think creatively, analyze, understand complicated and conceptual ideas. 
 
3.  Rating mechanisms:  
A good potential appraisal system besides listing down the functions and qualities would also 
have various procedures to evaluate and judge the qualities of a particular candidate. This is 
very useful for both the individual and the organization for their continuous growth. Through 
this the organization gets a clear picture of the performance of an individual. Further it is 
more beneficial for promotion purpose of an individual. Some of the mechanisms for judging 
these qualities are: 
 

(i) Rating by others:  
The potential of a candidate could be rated by the immediate supervisor who is acquainted 
with the candidate’s work in the past, especially his technical capabilities.  

(ii) Tests:  
Managerial and behavioral dimensions can be measured through a battery of 
      Psychological tests. 

(iii) Games:  
Simulation games and exercises (business games, in-basket, role play, etc.) could be used to 
uncover the potential of a candidate. 

(iv) Records:  
Performance records and ratings of a candidate on his previous jobs could be examined 
carefully on various dimensions such as initiative, creativity, risk taking ability, etc., which 
might play a key role in discharging his duties in a new job. 
 

4. Organizing the system:  
 
Once the functions, the qualities required, indicators of these qualities and mechanisms for 
generating these indicators are clear, then the organization is in a sound position to establish 
and operate the potential appraisal system. Such establishment requires clarity in 
organizational policies and systematization of its efforts. After covering the above 
preliminaries, we must set up a system that will allow the introduction of the scheme 
smoothly giving answers to some puzzling questions. 
 

i. How much weightage to merit in place of seniority in promotions? 
ii. How much weightage to each of the performance dimensions- technical, managerial 

and behavioral qualities? 
iii. What are the mechanisms of assessing the individual on different indicators of his 

potential with what reliability? 
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5. Feedback:  
 
The system must provide an opportunity for every employee to know the results of his 
assessment. “He should be helped to understand the qualities actually required for performing 
the role for which he thinks he has the potential, the mechanisms used by the organizations to 
appraise his potential and the results of such an appraisal”. 
 
Potential Assessment 
 
Assessing an employee’s potential for future promotion is, by nature, an unfair process 
whereby managers seek to forecast an employee’s expected match worth with higher-level 
positions based on observations of their skills, abilities and behaviours in their current job. 
 
Organizations have a vested interest in ensuring that they have individuals available who are 
ready to fill key positions when these positions become vacant. To this end, many 
organizations evaluate the potential of managerial, professional, and technical employees. 
Those judged as high-potential employees then they can be groomed for these positions.  
 
Potential assessment can be done through potential ratings, assessments centers and 
succession planning.  
 
Potential ratings are like performance evaluations. All employees’ managers or supervisors 
typically perform them. They evaluate multiple dimensions, and include a summary or 
overall rating of employee’s potential for advancement.  The main difference between 
potential ratings and performance ratings is that potential ratings focus on the future rather 
than the past or present.  
 
Assessment Centers, which can be used as part of the employee selection process, can also 
be used to assess potential for advancement. In an assessment center, small groups of 
employees perform a variety of exercises while being evaluated by a group of trained 
assessors. The exercises can include simulation, role plays, group discussions, tests and 
interviews. The exercises should measure relevant skills and aptitudes for a given position. 
 Assessment centers can be used to assess candidates’ personality and suitability for a specific 
type of employment. Organizations now use assessment centers for a wide range of purposes, 
including selection, placement, early identification of potential talent, learning and 
development and career management. Assessment centers design a series of activities to fully 
evaluate a candidate’s potential through personality and cognitive assessment, written and 
leaderless group exercise, role play and presentation. It also serves as a strategic leadership 
pipeline for training and developing talent. 
 
Succession Planning is a third way of conducting potential evaluations. This process is most 
often done for upper-level management positions. Succession planning is a process by which 
individuals are scanned to pass on the leadership role within a company. The process ensures 
that business continues to operate efficiently without the presence of people who were 
holding key positions as they must have retired, resigned, etc.  It requires senior managers to 
identify employees who should be developed to replace them.  
 
CONCLUSION 
Potential Appraisal is an important tool not only for employee’s growth but one which 
ensures the continuity of work processes. All the time it is not possible for the manager to 

International Journal of Scientific Research and Review

Volume 8, Issue 11, 2018

ISSN NO: 2279-543X

Page No: 842

ssc
Textbox
Volume 8, Issue 10, 2018

ssc
Textbox
Volume 7, Issue 10, 2018



supervise and recognize the potentials of an individual. Hence potential assessment plays a 
vital role in determining the performances of the individual which becomes the base for 
assigning new or higher assignments. The process of assessing the managerial potential of 
employees deals with the question of whether or not they have the ability to handle positions 
in the future which involve considerably more responsibility than what they have right now. 
As long as individuals are viewed as being able to handle increased or different 
responsibilities, they would be considered to have the required potential to get into newer or 
bigger roles. The process of using this important tool in picking people for new assignments 
has already started in many organization and it has become of late an integral part of HRM 
systems. 
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