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1.
Introduction
This report has been written at the request of the CEO of ABC Family Distributorship Company in response to the current HR situation at the company. ABC Family Distributorship is a medium-sized family-run company that seeks to improve its market competitiveness. The company recognises that a vital aspect of its competitive advantage lies in the performance of its employees. However, the company currently operates traditional management concepts and an autocratic management style. Following attendance at a conference "there's more to Performance Management than appraising your employees", the CEO has requested for this report to find out more about the concept of performance management and how this can be applied to implement changes that will support the company's objective of building a more modern and competitive organisation. This report provides a critical evaluation of how performance management can be implemented in the company concerning the company's HR strategy, policies and practices. 

The report explains how to obtain both qualitative and quantitative data on various measures to drive the performance of ABC Family Distributorship while including appropriate examples of quantitative and qualitative data in support of the explanation; identifies and justifies three specific HR interventions that can help in increasing value of the human capital within ABC Family Distributorship, and highlights the preferred and recommended intervention and the specific actions that should be taken to implement the intervention. 
2.
Performance Management – What is involved
Performance management involves the process of developing and managing employee performance to motivate employees and increase their efficiency and effectiveness. Its relevance to everyday routine and processes makes it a continuous process that is woven into daily operations rather than a discrete or one-off event (Armstrong and Taylor, 2014). To improve its market competitiveness, ABC Family Distributorship should align its performance management processes and practices and those that are required for producing the organisational behaviours and attribute that will successfully deliver its competitive strategy. Performance management involves the business procedures and the everyday activities that are implemented toward the achievement of the organisation's strategic goals.  Therefore, ABC Family Distributorship would benefit from performance management in various ways. According to Armstrong and Taylor (2014), some of the benefits include;

· Task performance at ABC Family Distributorship would be aligned to the company objectives.

· Employees would get the appropriate understanding of the expectations regarding the quantity and quality of the tasks that are performed by employees. This would also help in improving employee engagement. 

· It would enable ABC Family Distributorship to provide employees with feedback on the quality of their performance for the set goals and objectives as part of a continuous evaluation process. They can work on such feedback to improve their performance.

· It would ensure that employees are remunerated fairly and appropriately according to their performance based on a transparent reward system and enabling HR policies. This would help in improving employee motivation. 

· ABC Family Distributorship would get corrective action for poor performance that does not match the required targets.

The literature reviewed on human resource management showed that the concepts of performance management and performance appraisal are frequently used interchangeably. However, it is also argued that while there are common grounds between the two concepts, they are not the same. Furthermore, about the opening theme of this report, it is stated that "there's more to performance management than appraising your employees." Hence, in the next section, the comparison is also made between performance management and employee appraisal to identify the differences and scope of the two concepts.
2.1.
Differentiating between performance management and performance appraisal
Performance/Employee Appraisal
Performance appraisal is the mechanism by which managers measure and reward the performance of employees. It can be used at ABC Family Distributorship to promote a unified focus on the achievement of business goals and provide support for the personal development needs of employees. 

Performance appraisal at ABC Family distributorship can help in providing appropriate feedback to every employee about their performance, providing a basis for which behaviour modification can take place to foster more effective work practices and outcomes in individuals and providing appropriate feedback to every employee about their performance. The feedback can be used in improving efficiency and performance.

Performance appraisal at the company would also provide a basis for which behaviour modification can take place to foster more effective work practices and outcomes in individuals. It would also provide performance and monitoring data for assessing and managing future projects and compensation at ABC Family Distributorship. Besides, it can be used for enhancing manager-subordinate relationships, assisting in the evaluation of organisational problems and as a tool for employee motivation through the process of support and recognition.
2.2.
Components of modern performance management
2.2.1.
Performance Planning
Performance planning is identified as a core component that lays the foundation for the performance management process (Baron and Armstrong, 1998). From the perspective of modern performance management practices, it is asserted that effective performance planning is best performed as a joint effort between supervision and their employees, whereby performance targets and goals are jointly agreed within the framework of the overarching corporate performance plan (Panda, 2011). This has implications for the management of ABC Company in terms of the nature of the employee relations and how this translates into HRM practices. For a company that is seeking to increase its competitiveness, there will also be the need to empower employees to higher levels of performance. This includes the level of autonomy and employee engagement that will be required for the agility to respond quickly to market conditions and in terms of the higher level of creativity and input that will be required from employees (Armstrong and Taylor, 2014). The current autocratic management style at the company may be incompatible with such levels of employee autonomy and engagement as autocratic management at ABC Family Distributorship is based on command and control approach which restricts employee autonomy and their ability to engage their creativity and full potential in the organisation. Hence, putting this in the context of the ABC company, approaching performance management as more than just appraisal in the performance planning phase would involve joint efforts of managers and their subordinates in the performance management process, whereby though managers will still set direction and communicate performance expectations and targets to employees, it is carried out with some input from the employees (Armstrong and Taylor, 2014). Hence, in contrast to the purely directive approach of autocratic management, the planning phase can be participative, whereby performance agreements and personal development plans are jointly agreed between managers and their employees. 

Such consultative approaches at ABC Family Distributorship will induce a greater level of engagement from employees in fulfilling the performance targets because they were involved in the setting of the targets. Furthermore, it will help in creating the opportunity for managers at the company to obtain feedback from employees regarding issues that may affect the achievement of the performance targets and other organisational objectives. The feedback on employee performance can then be incorporated into the planning process to ensure performance and employee motivation and engagement.

In this respect, 2 major aspects are identified in the planning process that will shape the effectiveness of performance planning at ABC Family Distributorship:

The direction-setting; this aspect of the process will involve a jointly prepared plan of what individual employees/teams are required to deliver, the expected level of performance, how they are expected to deliver targets and the required performance behaviour including how the required skills and competencies will be developed and how guidance and support will be provided to employees by the managers (Armstrong and Taylor, 2014). For instance, the participatory contribution of employees into this process can be obtained by the manager during team or 1-2-1 meetings with individual employees and previous appraisal or performance feedback meetings. This can help in further shaping strategy and ensuring that employees work towards common organizational goals, objectives and direction. 

The performance agreement; this aspect of the process forms a key basis of modern performance management that make it more than just appraisal.   It consists of the outcomes from the planning process in terms the performance expectations and target that communicated from the manager to the employee, and which is agreed upon by both parties based on the jointly formed understanding of goals and performance expectations. The joint input that forms the performance agreement includes the outcomes from past performance reviews, such as identified future requirements in terms of development and support needs and terms of the improvement area. Additionally, performance agreements are also prepared with inputs from the cascaded goals from organisational plans and strategies, which are interpreted into the actions, that the individual employee is responsible for (Armstrong and Taylor, 2014)). In this respect, the performance agreement at ABC will also help in improving the efficiency of documentation of the jointly agreed direction and plan, which provides a basis for assessing performance, identifying the evidence that is required for establishing performance and how to progress and achievements will be monitored and demonstrated. Effective documentation will also improve the efficiency of policy formulation and implementation.

Personal development planning; this aspect of the process differentiates can be used to differentiate the performance management process at ABC company from mere appraisal as it also takes account of the development needs of employees and actions and support that will be required to equip employees to operate at higher performance levels.  It involves the joint preparation of an action plan for the individual employee regarding the training and development activities, self-directed learning and managerial/organisational support that will be implemented to the develop the skills, knowledge and competencies that are required to support/enhance the employee's performance on the job (Armstrong and Baron, 2005). Hence, in the context of ABC Company’s objective of improving market competitiveness, personal development training can be used as a tool for equipping employees with the knowledge, attitude and competencies that are required for the higher level of performance that will be required from the employees.
2.2.2.
Performance Review – Appraisal
Also referred to as performance appraisal, performance reviews are typically carried out twice in a year, the first usually occurring halfway into the year as a mid-year evaluation of performance and the second one occurring at the end of the year. The common approach to performance appraisal at ABC Family Distributorship comprises of employees completing a form for self-appraisal that details the accomplishments of the employee within the period under review and as appropriate providing self-rating for these achievements. Hence, in this respect, the employee appraisal is jointly carried out with active participation from the employees and their managers, to not only agree on the rating of the performance of the employee but to also jointly identify any performance issues and the appropriate solution for addressing those issues. One of the ways of improving the efficiency and success of performance appraisal at ABC Family Distributorship is ensuring that performance appraisal is not only be limited to the twice-yearly formal review meetings but rather part of a continuous process occurring year-round, that also informed by informal reviews that are taking place all through the year. Frequent performance appraisals will help in reviewing employee performance frequently, thus ensuring that they stay on track with the expected performance and in line with organisational objectives.
2.2.3.
Performance Feedback
Performance feedback is identified as an important activity in the performance management process in which the employee is provided with a report from their manager about their behaviour and performance about the required threshold of performance. This includes any identified areas of improvement, commendable achievements, training and development needs and other important observations that can support or motivate employee performance (Armstrong and Taylor, 2014). However, when providing feedback, the management at ABC Family Distributorship should ensure that the information is based on facts or observable behaviour and events rather than on the opinion of the manager or judgemental assumptions. Furthermore, feedback should be descriptive and specific to provide clarity. It should also occur immediately after the event that it relates to and as a continuous activity rather than accumulate until the performance review meeting. The company lacks reliable and factual sources of information on which to base feedback. 
2.2.4. Performance Pay
How employees are rewarded is considered to be an important component of performance management as employees expect to receive a fair reward for their contribution to the organisation (Armstrong and Taylor, 2014). One of the challenges faced at ABC Family Distributorship is the lack of an efficient reward system at the organization. As a result, this has negatively influenced employee performance due to low motivation. Notably, pay for performance is identified as a common feature of modern performance management that can be used by ABC Family Distributorship to direct employee efforts in a changing management culture that seeks to focus employee attention to strive for the attainment of specific organisational objectives. Furthermore, performance-related pay can be used to induce higher performance efforts in employees at the company. Therefore, from this perspective, as part of the performance management strategy, it is important to ensure that clear link is made between performance and reward in a manner that will foster the right performance efforts at the company. The concept of performance reward is not only limited to pay, but it also included other ways in which employee efforts are recognised and rewarded, and this should be integrated into the company's reward system.
2.3.
Organisational and employee concerns
According to Armstrong (2014), the autocratic management style is one in which the employees have little or no input in the decision making. As mentioned earlier, this is the leadership style utilized at ABC Family Distributorship. Owing to the very directive nature of autocratic leadership, which centralises power at the top and controls followers’ behaviour through fear, employees at the company are not empowered as they do not have a voice in the organisation and their views, ideas and ability to contribute are not taken into account in decision making. This implies that, as noted by Carnall (2007), the autocratic management style does not encourage the building of an interpersonal relationship between managers and their subordinates, leading to employees feeling at ABC shut out and a transactional, rather than a relational relationship between employees and the organisation. Workers also feel left out of the decision-making process and this has contributed to reduced employee engagement and motivation. As such, from the perspective of an organisation that is seeking to increase its competitiveness in the marketplace, autocratic management is identified as a barrier to open communication due to the distance it creates between management and employees. At ABC Family Distributorship, this has resulted in the management missing valuable information from the people in the organisation that are closest to the customers and the challenges faced by the organisation in the front line. It has also led to reduced employee creativity and innovation as it limits risk-taking behaviour that can lead to innovation and inventions due to fear of failure and repercussions. As a result, ABC Family Distributorship is lagging behind competitors in the market due to a lack of innovation and creativity in its products and services.  
2.4.
Employee Engagement and Employee Involvement
The issue of employee engagement is a very important one for ABC company as it is directly concerned with the nature of the employment relationship and how it is managed in the organisation concerning the terms and conditions of work, organisational relationships and the level at which employees are engaged to perform. Furthermore, according to Armstrong (2014), employee engagement involves the process by which such organizations as ABC implement deliberate HRM practices that have been designed to foster high levels of employee commitment and performance by motivating and empowering them to achieve high levels of performance. As such, this shows the significance of employee engagement as a form of constructive management approach to employee relationship that can enable ABC Family Distributorship to develop and harness the full potential of its human resources. The company is currently facing inefficiencies in the management of human capital and resources, thus negatively affecting its performance and overall productivity. 

According to Marchington and Wilkinson (2008), employee involvement describes the extent to which employees are consulted or involved in decisions regarding issues that affect them. Also, through employee involvement, closer cooperation between employees and organisational objectives can be achieved by providing them with access to influence or participate in decisions regarding matters that traditionally restricted to management decisions. This is one of the functions that are lacking at ABC Family Distributorship, which explains the low employee retention rates at the company, as well as the low levels of employee engagement. The company lacks direct involvement since employees are not consulted directly or involved in the discussion of organisational issues through mechanisms such as employee suggestion programmes, discussion groups, and employee surveys. This has led to low employee engagement rates and low cooperation in working towards common organizational goals and objectives at ABC Family Distributorship. At the company, employee involvement is implemented indirectly through collective representation arrangements that represent the interests of employees or that provide them with a voice in the organisation such as through employee associations, labour union and consultative stakeholder committees (Bryson et al., 2006). The company should also consider improving employee involvement through employee ownership schemes whereby employees are provided with the opportunity to have a financial stake in the organisation, such as through target-based pay, employee share ownership schemes and employee participation in profit sharing. These schemes will also help in improving employee engagement through increased involvement in activities at ABC Family Distributorship. 

In particular, employee engagement and involvement practices have been linked to organisational competitiveness through the implementation of high-performance work practices that result in the improvement of the level of employee productivity (Schuler and Jackson, 1987). In this respect, ABC Family Distributorship has implemented high-performance work practices since it is seeking to improve market competitiveness (Armstrong and Taylor, 2014). The strategy at the company comprises of an integrated system of HRM practices that foster employee involvement, employee motivation and skills improvement that are aimed at facilitating high performance working in employees, which in turn can contribute to providing solutions to organisational problems and help to implement the competitive strategy of the organisation (Becker and Huselid, 1998). Examples of such high-performance practices that may be adopted include quality circles, self-directed/autonomous teams, mentoring and coaching, work redesign, job rotation and family-friendly policies (Sung and Ashton, 2005). 
3.
Recommendations
In this section, recommendations are made for the desired changes indicated by the ABC Family Distributorship Company based on the contingency approach to strategic human resource management, which assert that the human resource management strategy of an organisation should consist of policies and practices that support the delivery of its business strategy. Hence, it will be important to link the company's human resource management approach to the demands of the marketplace and the company's competitive strategy. Consequently, given the importance of improving competitiveness as a strategic objective of ABC Family Distributorship, innovation and the capacity for change are identified as important components of survival operating in a highly competitive market due to the fast-changing market conditions that require organisations to adapt and innovate to remain viable and relevant in the marketplace. Furthermore, ABC Family Distributorship should seek to improve employee cooperation and engagement since are important for cultivating innovation and high-performance culture.
3.1.
Short to mid-term recommendations
Based on the above fundamental requirements, it will be necessary for ABC Family Distributorship to adapt its leadership and management style for autocratic to a transformational leadership approach that incorporates a participative management style.  Transformational leadership is identified as an appropriate leadership approach for organisations in competitive market environments that require employees to work collaboratively in other to achieve innovation objectives such as creativity, teamwork and knowledge sharing (Northouse, 2016). Furthermore, in contrast to autocratic management approach which is very directive and controlling, transformational leadership encourages the development of an interpersonal relationship between management and employee through showing interest in employee development, empowering employees to be accountable and take on higher responsibilities and involving employees in the decision-making process. Also, through transformational leadership, the management can inspire employees to understand and be committed to achieving the vision and strategic objectives of the company. Also, organisational development perspective, transformational leadership is identified as the appropriate type of leadership required to gain employee cooperation to make changes in the organisation and when seeking to develop long-term organisational capacity. 

Transformational leadership is also recommended in the context of ABC Family Distributorship due to lack of open communication and relationship distance between management and employees and the weak psychological contract that currently exists in the company as a result of the autocratic management style. However, the company needs to be aware that this may likely require changes to the current organisational structure in terms of the centralisation of power and hierarchy to a more relaxed structure, with a more distributed approach to authority and decision making whereby managerial approach will change from being centralised and command and control to the delegation and more consultative or participatory approach (Senior and Fleming, 2006). Hence, this will require training for both the managers and staff in the new way of working. On the part of the managers, there will be a need for training and re-orientation on how to delegate and how to see their staff as colleagues rather than as subordinates that are to be commanded and controlled. Furthermore, there may be a need for on-going coaching and mentoring (Sung and Ashton, 2005). On the part of the employees, training and re-orientation will also be necessary to help them to develop confidence in how they relate with managers or senior colleagues and also to develop their capacity to be more accountable and take on higher-level responsibilities that are in the organisation. 

The second recommendation is for the company to install a new performance culture based on the implementation of an integrated system of high performance working HRM policies and practices that mutually reinforce one another in facilitating employee involvement and engagement, employee motivation and employee empowerment. In this respect, employee involvement is identified as an approach through which organisations can reduce the divide between employees and management and increase the commitment and loyalty of employees (Marchington and Wilkinson, 2008). Furthermore, employee involvement is associated with encouraging open communication, collaborative work approach, increased productivity employee creativity and problem-solving culture.  

Creation of high-performance culture at ABC Family Distributorship can be facilitated through performance management by managing performance in a manner that communicates the importance of high performance in terms of how planning, organisation, monitoring and control activities are used to implement effective work systems (Senior and Fleming, 2006). For example, through performance planning, the leadership of the organisation can define what high performance is and articulate what workplace values, behaviours, skills, attitude and outcomes will be required from managers and their employees in other to achieve the desired level of high performance. Furthermore, from a HRM perspective, to foster the high-performance culture through performance management at the company, the high-performance parameters articulated in the performance planning stage will need to be incorporated into the HRM policies, practices and procedures in terms of defining what high-performance work practices are required for achieving the organisation's strategic objectives and its specific competitive strategy, determining how performance will be measured and the approach to monitoring and measuring performance.  Additionally, through HR policies, practices and procedures that support performance management activities such as feedback, reward and recognition, training and development can be used to establish the right quality and level of a psychological contract with employees that will result in employee motivation and commitment and hence employee engagement and high performance. 
3.2.
Mid to long-term recommendations
In the longer term, employee involvement initiatives that encourage employees to improve engagement and performance at ABC Family Distributorship is recommended. This can be implemented in various forms such as profit share or employee ownership schemes.  Concerning the employee ownership scheme, this will involve giving employees rights to take on some of the organisation's financial risks as well as benefit from its rewards (Rousseau and Shperling, 2003). However, given the family nature of ABC and the possible reluctance in diluting family shares, this can be implemented in the form of profit sharing or pension options rather than in the form of controlling stakes. One advantage that will be gained from this recommendation is that it will increase the alignment between the interests of management/owners and the employees, as both parties become actively interested in the profitable performance of the business, which in turn will reduce agency costs, such as the costs of monitoring employees. Employee productivity is also likely to go up as a result of their new vested interest in the company’s performance.
4.
Conclusion
This report has provided a critical analysis of the concept of performance management and how this can be applied to implement necessary changes that will support ABC Family Distributorship's objective of building a more modern and competitive organisation. This report provided a critical evaluation of how performance management can be implemented in the company concerning the company's HRM strategy, policies and practices. The following sections were addressed in the report, performance management – what is involved, organisational and employee concerns, employee engagement and employee involvement and recommendations, both in the short term and in the longer term. The recommendations included both short to mid-term and mid-term to long-term recommendations. The first recommendation was for the company to switch from autocratic management approach to transformational leadership approach and a more participatory style of management that encourages delegation and employee empowerment. Secondly, it was recommended that the company should implement a new performance culture based on an integrated system of high performance working HRM policies and practices that mutually reinforce one another in facilitating employee involvement and engagement, employee motivation and employee empowerment. In this respect, it was explained that this can be achieved through HR policies, practices and procedures that support performance management activities such as feedback, reward and recognition, training and development to establish the right quality and level of the psychological contract that will result in employee motivation and commitment and hence employee engagement and high performance. Furthermore, it was recommended high-performance culture can be facilitated through performance management that communicates the importance of high performance in terms of how planning, organisation, monitoring and control activities are used to implement effective work systems. 

Finally, it was also recommended that in the mid to long-term, the company should implement employee involvement initiatives that encourage employees to have invested stake in the company to increase the alignment between the interests of management/owners and the employees. This was also to decrease the level of agency costs given the recommendation to switch from a more centralised autocratic management to a more relational transformational leadership approach that will require management to put more trust and responsibilities on the employees.
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