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[bookmark: _Hlk5906755]The following report will identify a change that the subject company is introducing and explore the reasons for this change. The report will explore the subject companies' method of introducing a 'Performance Related Pay' system following a merger. Using Lewis ‘Force Field analysis the advantages and disadvantages of performance-related pay systems will be considered and, using motivational theories, discuss the impact of the said changes could have on the workforce. Motivational theories such as Maslow's ‘Hierarchy of Needs', will be used to demonstrate the impact the changes may have on the employee's motivation and moral and Vroom Expectancy Theory will also be considered to manage expectations. All the information will be considered and based on the information collated, suggestions will be made on how the change could have been managed differently.
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[bookmark: _Toc5915483]Introduction

In years gone by, many companies were often considered stable entities, and changes at a company were few and far between and were deemed to be a considerable ‘event’ when they occurred. In more recent times, and in the current economic climate, there is a need for successful modern companies to change regularly and smoothly to maintain its market position, failure to do so could threaten a company’s competitive edge and potentially ”fail to meet the ever-changing needs of the customer” (Richards, 2019),   it is important that all of a company’s employees, understand this and support the change process as it occurs. It is also important that companies do not ignore employees concerns and that they are given suitable consideration.
In this report, a company's implementation of a performance-related pay system is explored. The report will look at the changes that have been implemented, its effect on the workforce. The pros and cons of the change and will considered, and recommendation will be made of ways in which management of change process could have been utilised to improve the implementation process.
 




































[bookmark: _Toc5915484]Main Findings

In 2014, the subject company announced that they would be taking took sole ownership of a US-based multinational silicone manufacturing company, that they had been part of for 71 years. The original company had been developing and manufacturing silicone-based products since 1943 and had become a world leader in silicone manufacture.
It is a common occurrence for companies to merge with "$4.7 trillion in mergers recorded in 2015" (Lam, 2019), and in December 2015 the subject company also merged with another chemical company to become the largest chemical company in the world with an estimated value of $130 billion (Fortune, 2019), and some 98,000 employees (Statista, 2019). 
The intention of the merger was to allow the new company to cut costs through sharing and streamlining resources and restructuring to align the businesses with technologies and markets, and to standardise work practices to minimise waste (COMPLETED, 2019). In early 2017 the subject company began the task of aligning the companies. One of the key changes was the introduction of performance-related pay throughout the workforce.
Performance related pay (PR), is a pay system which uses the individual employee’s performance appraisal, to calculate salary increases (Heery and Noon, 2009). The systems are typically used to improve the performance of an organisation. When the systems are well implemented and managed correctly, they can encourage more goal aligned performances from the staff and can improve communications as it encourages staff to talk more openly with managers regarding opportunities and improvement ideas in the workplace. The subject company's motivation for introducing the system was to align all pay and reward policies across the companies' sites. 
There are several pros and cons to such systems for both the employees and employer.
Pros: -
· Rewards for high performers.
· Theoretical improved performance from all employees.
· Goals aligned with companies.
· Highly motivated workforce.
· Improved income.
· Improved pension contributions.
Cons: -
· Open to abuse.
· Can cause division in employee groups.
· Potentially difficult to manage.
· Employees feel unable to raise concerns.
· Potential suppression of salaries.
· Low morale.
Prior to the takeover and merger, the subject companies' employees were split into two separate groups, the ‘Hay staff' which where typically professional staff i.e. degree educated, and had a performance-related pay system in place, and the ‘Industrial staff' which were made up of the trade groups and the operations teams. The industrial staff had little experience or knowledge of a performance related system and were by and large sceptical of the systems.
As the subject company had a history of using the performance-related pay system on other sites there appeared to be very little consideration on the effects the changes would have on the workforce. To roll out the changes, the subject companies HR department held several meetings on site to notify the employees of the change, despite a poor history with annual , and a restructure that gave managers more reports than ever, all employees were informed that they would be expected to complete an annual review to see if their performance had met the expected standards. A new computer system was launched on site to manage the performance reviews, but no training was received by either the manager or the employees, the system was not clearly understood and was not used as was expected. During the first-year managers were rolled out the scheme and set targets and goals that were not clear and concise. The management team struggled to set enough time aside for mid-year and end of year reviews, and when pay rewards were issued there was a lot of discontent in the workforce. The fact that some employee groups were not engaged or receptive to the changes were ignored and a strongarm like it or lump it approach was used by the management teams. The lack of discussion and understanding of the system caused a drop in moral causing sickness numbers to rise, several employees began seeking other employment and many who were able to do so explored early retirement. With recruitment costs being high, operators requiring 3 years’ worth of training to gain competency and a UK shortage of engineering trades (Anon, 2019) this was not a good outcome.

Lewin's Force Field Analysis is a technique which can be used to evaluate the factors supporting and opposing a proposed change. It was introduced by a social psychologist called Kurt Lewin in the 1940's to assist with the decision-making process for the implementation of disruptive changes in business practices. Lewin suggests that when the driving forces and restraining forces stay the same then then no change will be made, but if the driving forces are made stronger then "the status quo or equilibrium will change" (Models et al., 2019)
The pros and cons of a performance-related pay system can be properly considered using Lewin's Force Field Analysis Change Mode, using this model the pros would be considered to be the driving factors for the change and the cons the restraining factors or the opposition to the change. Each of the forces should then be evaluated and a score can be allocated to each of the forces using a scale of 1-5. This score can then be used to determine which of the forces are most desirable or undesirable. A strategy to reduce the unfavourable forces or increase the favorable forces can then be developed to make the changes more palatable to the workforce and easier for the management teams to implement (Search-proquest-com.ezproxy.uwtsd.ac.uk, 2019). See figure1
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(figure 1)


In this example several the driving factors have directly linked, for example restraining forces, such as, improved income versus suppression of salaries and highly motivated and low morale, therefore any positive impact made on driving forces should have an impact on the restraining forces, hence making the proposed changes easier to implement.












Once a force field analysis is completed Kurt Lewin's three-step model change theory can be used. This model is a three-step process, which gives a manager or leader a clear framework to use while implementing difficult changes (Mullins, 2010). The three steps are unfreeze, change and freeze. (figure2)[image: See the source image]
(figure2)
(Anon, 2019)

During the first step, unfreeze, the current situation would be reviewed by the management teams and the reasons for the changes would be discussed and a decision would be made on weather to pursue the proposed change . In this example, the subject company had an opportunity to use motivational theories to support its change.
Maslow’s hierarchy of needs states outlines five needs, physiological, safety, belonging esteem and self-actualization. (figure3)

(figure3)[image: Image result for maslow's hierarchy of needs] 
(Anon, 2019)
Maslow's theory states that a person does not take a step up the hierarchy until the needs of the level they are at are fulfilled (Maslow, Stephens and Heil, 2000). 
As the wages at the subject company were above the median and despite the merger, the typical turnover of employees was extremely low, we can for this report assume that most of the employee's physiological needs and safety needs were being met. Using the driving factors from the force field analysis the management team could have argued a case that performance-related pay could fulfill the top 3 hierarchical needs. The aligned goals would contribute to employees feeling needed by the company and part of a team, individuals' esteem could be positively affected by improved pay as part of the recognition for high performance, and the pay, when implemented well could build esteem and when good, and the individual reward rather than a group pay award could free employees to reach their full potential, hence reaching the self-actualization section of the hierarchy. It would be possible to suggest that regardless of where you are in the hierarchy the performance-related pay system could be advantageous.
The second step in the process, the change stage of Lewin's model is often difficult. This is the stage where the transition from old to new takes place. During the transition at the subject company, the leaders took a strong autocratic leadership approach, their only concern being the implementation of the change as quickly as possible to please the board (Goethals, Sorenson and Burns, 2004). This management approach aligns with a ‘Theory X' manager from Douglas McGregor's Leadership theory. McGregor believed there were two different types of managers who fell into the category Theory X and Theory Y. Theory X managers assumed workers were all lazy, ambitionless and wanted to avoid work at all cost these employees needed to be managed with a system of rewards and punishment, some of the characteristics of such managers are that they are results-driven and deadline-driven, they issue threats to make people follow instructions and they are not team builders. Theory Y managers assume employees are motivated and happy to work, some of the characteristics of such managers are that they are good team builders and help release employee's potential. During this challenging second stage of Lewin's model it is suggested that employees need to be supported so that they can learn about the changes, and be coached and mentored supported through these changes, this is the period where the training should be undertaken. During this period, it is key that the lines of communication remain open so that the desired change is properly implemented.
During the third stage, the freezing stage, it is important the changes become the norm and employees are comfortable with the new expectations set upon them. During the first year of the change the subject company's management struggled to the requirements of the system, they were late to carry out mid-year reviews and due to the lack of clear goals for the year, the end of year final assessments were deemed to be flawed by the employees as they contained a lot of opinions and negative statements were not backed up with fact.
Victor Vroom proposed the ‘Expectancy Theory’(figure4), the theory states that motivation is made up of three parts, valour, this how much the individual wants a reward, expectancy this is the faith that more effort will help achieve greater goals, and instrumentality is the trust that an improved performance will give a positive outcome (Managementstudyguide.com, 2019). 

[image: See the source image]
(figure4)
(Anon, 2019)

In this instance, the subject company could have potentially damaged employee motivation by not having a system robust enough to manage the expectancy of its employees. Regular reviews of targets and clear goals for the employee would help manage their expectations fail to do this is damaging to the management-employee relationship and trust. 


[bookmark: _Toc5915485]Conclusion

In this report, I have identified the introduction of a performance-related pay system in a recently merged company. The driver for this change was to synergise the two original businesses post-merger. I have used Lewin's force field analysis to aid identification of the driving forces and the restraining forces of the change and have identified that in this instance that some of the forces are directly linked and that adding driving forces for certain elements would have a direct impact on the restraining forces, reducing their impact and allowing change with less resistance. I have identified how Lewin's three-step change theory can be used during the management of change, and how Maslow's hierarchy of needs can be used to reinforce the positives of the performance related pay system. I have identified how an autocratic management system can be damaging during Lewin's second stage as it doesn’t offer the required support and how during the third stage of the theory the motivation of the workforce can be damaged if proper consideration isn’t given to Vroom’s expectancy theory.
On reflection, the three stages of Lewin's model were followed but not with any conviction. In each of the stages, there appears to have been little consideration or use of motivational theory and the ‘Theory X' autocratic management style has been used instead. When considering Maslow's hierarchy of need it could be suggested that an autocratic management style during these changes could, in fact, have a negative effect on motivation as the threat of job losses and punishment could affect the ‘Safety Needs' of the hierarchy. 















[bookmark: _Toc5915486]Recommendations

Although Lewins three steps have been loosely followed during this process, I would suggest that the management team did not have a clear plan or goals during the implementation of the performance related pay. In hindsight, it could have been beneficial to have set some easily achievable goals early in the process to get buy-in and gain momentum. Such goals could have been: - 
· Quarterly one on one with managers for the first year.
· Increase supervision to reduce the number of reports for the first year.
· Reduced number of goals.
Additional time should be allowed to train the employees in the new systems as this only adds to future issues. Changes in business need to be dynamic but failure to engage and communicate with the workforce can cause a "kind of chaos" and "stimulates difficulties" (Hussain et al., 2018) so it is important that the employees are spoken to regularly and expectations are managed this would allow them to remain motivated during the changes.
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