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This study examines the role of cognitive biases among organizational
leaders in influencing the objectivity and fairness of annual performance
evaluations within microfinance companies. By integrating insights from
cognitive psychology with organizational behavior theory, the research
posits that recurring patterns of bias—such as confirmation bias, the halo
effect, and recency bias, systematically distort leaders’ judgments when
appraising their subordinates. Such distortions in evaluation not only
hinder employees’ professional advancement but also reduce their
motivation levels and, over time, weaken the overall effectiveness and
performance of the institution. The study adopted a multi-method research
design, combining quantitative surveys with qualitative interviews
conducted across a selected sample of microfinance companies. This
methodological approach provided strong empirical evidence of the
existence of biases in workplace settings and revealed that leaders
reliance on mental shortcuts and subjective impressions often overrides
objective evaluation criteria. The contributions of this study are twofold.
First, it enriches the academic literature on performance management by
documenting the presence of cognitive biases in non-Western
organizational contexts. Second, it proposes practical strategies to
mitigate bias in evaluation systems, such as training evaluators on bias-
reduction techniques, implementing structured assessment tools, and
developing performance frameworks adapted to the cultural specificities
of Arab microfinance institutions.

Keywords: Cognitive Bias, Performance Appraisals, Leadership, Microfinance

Institutions’ Behavior.
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