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1. Introduction 

This report on is going to illustrate SainCo’s new performance management approach as CEO of the company realize that to be competitive, they need to adopt modern approach. Performance management, rating employees work in a scale of good or bad through numbers, positive numbers lead to reward for employees on the other hand negative numbers are worst for employees to have but scenario has changed. In todays’ competitive market, Performance management is not merely a process of rating employees’ work at the end of the year, it is about developing people in the organization, managing their talent, continuously monitoring how business can help employee to achieve its objective, choosing right words of appreciation, creating a climate of feedback in the organization. 

This report is going to focus on how new performance management process can help SainCo to be competitive in the market, things that need to be changed in the performance management process, to make strong and positive relationship between employees and employer. 

SainCo is a family run long established retail organization, employs 2000 staffs members at ten different locations. They have autocratic management style or top-down approach of management. In this management approach, manager exerts their authoritative power of setting goals at the beginning of the year without giving much consideration on employee’s perceptions and rate or provide feedback based on the performance at the end of the year. This approach is out of date, now a days, if employees don’t feel valued and appreciated for the work, they are doing they don’t feel to continue working in the organization that cause high turnover. Hence, human resource management must redefine its performance management process that put employee first, build relationship with them and maintain it in positive manner throughout their working period. In the following section, this report is going to demonstrate problems of traditional performance management of SainCo. 

2. Brief description of traditional performance management process of SainCo 

Autocratic rather than democratic or participative approach of performance management 
SainCo has autocratic management style where one person in control for all the decision and give little consideration to group members. SainCo managers take their own decision depending on their own belief without considering employees perception or opinions. However, SainCo got 2000 employees and situated in ten locations. It is not suitable to make decision only by few managers without involving numbers of employees in that. SainCo HR managers in ten different locations should have their own performance management plan depending on several factors such as culture, sales volumes, employee’s attitudes, behaviour and so on. If performance management goal has been set centrally, it may not align with the performance of employees of various locations. In addition, they have vast numbers of employees, which need to be segment before putting them on performance management plan. Hence, it is more suitable to involve and make their employee participate in decision making process for management plan. 

perception of fairness
SainCos’ employee might lack fairness perception. It is because when employees regularly have burden of redistribution of work without considering their opinion or feelings, employee might think that they are not treating fairly in the organization that can lead to poor performance or underperformance.  In this case, SainCo must need their employee to believe that they are treating fairly by having conversation, involvement, engagement and making trust based relationship with their employees. 

Ignoring employees’ opinion or disengagement 
SainCo don’t consider employees opinion and because of that their CEO has realised that they need to involve or engage their employees to performance management process to be competitive in the market. For example, in their goal setting process, SainCo doesnt involve their employees, that lead to poor performance of the job as some jobs need behavioural competence, that need emotional involvement of the employee.

Performance rating can be sources of bias
SainCo use traditional rating system that can generate negative employee’s reactions. They are overly time and energy consuming and not effective drivers of performance. When ratings create negative reaction, that demotivates employees. Performance rating doesn’t reflect employees views, attitude, behaviour and complexities that they might need to face conducting the job. In this case, conversation with employees to provide feedback can create difference in the organization. 


3. Performance Management – what is involved

3.1.  Defining performance management 

Performance management is the collection of activities, program, policies and procedures that define, develop and evaluate employee performance is the cornerstone of talent practices in most organization, and this discipline touches every single employee and requires their active participation, (Pulokas & Battista, 2020). Traditional approaches of performance management have given rise to frustration, dissatisfaction with the process and to transform PM process to be effective, higher value yielding, organization has adopted new and different ideas of performance management. (pulokas & battista, 2020). Furthermore, new performance management dismiss formal goal setting and adding more frequent goal setting and feedback check ins. Performance management main purpose is to aligning individual efforts to organizational goals and thus must perform different activities such as career development, talent review, and succession planning. According to Dorsey & Mueller-hanson, (2017) “performance appraisal is where employees been assessed based on given time and thus it looks on the past and on the other hand performance management assume constant feedback is occurring is more forward looking”. There are different organizations that adopted performance management to transform their organization such as Toyota. PM process contributed to the infrastructure Toyota needed to drive mobility in their organization. Like Toyota, deloitte, a professional service firm removed traditional goal setting, ratings and introduced much less complex rating process that allowed project leaders to capture “snapshots’ of each professional’s performance. When organization can understand its PM transformation, it can change overall culture of the organization where employers connect with agile, light-touch and dynamic driven approach. 


Performance management has changed its focus from traditional performance appraisal method to employees learning, development and engagement with the organization. Setting objectives based on employees’ past performance and rating, giving them feedback, which then form their future performance is most basic method of performance management. However, recent trends and times has focused more on other factors that affect employee’s performance as long as organization. Sainco is a family run business and has traditional autocratic management style, but they want to adopt new style PM process, hence it is first needed to consider challenges that traditional approach of performance management is facing. 

According to the CIPD report on performance management, there are number of factors that employers should be careful not to take for granted. Employers set their objectives based on SMART but in reality, this is always not the case, it may need change its focus on behaviour or learning. Objectives can be set or expressed as sales value; task that need to be completed by certain time but now a days employers have shifted their focus more on employee’s behaviour than output. Hence (Gifford, 2020) has brought out factor of social cohesion which is able to drive performance in organization as it promotes collaborative and co-ordinated behaviour among employee regarding their objectives. Employer must need to make employee relaxed about gaining the objective because when employees feel positive to involve with the task not forced about gaining objectives, they are able to give their best, especially to complex task. 

Another factor is performance ratings on which employers need to give special attention as it can be biased sometimes, and it can happen for many reasons. Feedback is the crucial part of performance management but reaction of employees to feedback needs to give unique consideration as it depends on individual’s personality, self-esteem and openness. Employees need to feel fair and participative after receiving their feedback but in reality, it is hard to identify how psychological and emotional factors will influence. 


3.2. [bookmark: p16]Traditional and modern PM process for SainCo 

SainCo history and working environment culture and traditional approach of autocratic style of performance management need greater transparency, more power for employees and more mutual conversation instead of complex number ratings. Broder competition in retail industry, automation, continuous innovation, making things difficult to rely on traditional approaches. Therefore, from involving employees goal setting in form of objectives and frequent conversation of managers and employees and get an understanding of employee’s views become trend on measuring employees performance.  



3.3. Goal setting to goal monitoring 

According to Armstrong, () “Objectives can be agreed performance targets that define the quantifiable results to be attained or as more qualitative performance standards which describe the condition that exist when a task is well done”. Furthermore, Armstrong also defined behavioural and learning objectives can be set which focus more employee’s existing skills or gaining new one than teamwork and co-operation for quantifiable objectives. 


It has been found out in different analysis that objectives that are specific and clear has better attainment rate than non- specified goals such as ‘do your best’, (CIPD report, 2016) However, achieving targeted outcomes has dependency on the nature of the work. Straightforward work that has predictable set of tasks and familiar to employee can be easier to accomplish with great focus. On the other hand, difficult but attainable objectives can lead to higher performance. Complex jobs need behavioural or learning skills of employees and hence behavioural and learning goals become the most effective ways to drive performance. 


Involvement in goal setting also has influence on driving performance. As employees can set their own goals and can decide for themselves makes them more committed to their objectives. Objectives setting is a complex and intimidating sometimes for employer. But considering example of Microsoft, other organization can adopt different approach of setting their objectives. Microsoft asked their employees to make list of their work and prioritise them.  They also have flexibility of prioritising their objectives for short or long term. Employees are at the control of their objectives and help to create sense of duty and personal interest for the job.

However, in a study by Harkins & Lowe (2000), found out that assigned goals are powerful as they come from the fact that they are tied to some form of external expectation. Hence, there are both positive and negative arguments on setting objectives by managers and setting objectives by employee participation. For SainCo, it will be feasible to set objectives by employers but also involving their employees and helping and monitoring employees to attain their objectives.


3.4. Performance appraisal to conversation with employees 

“Employees who had a poor experience with their appraisal interview were more likely to be dissatisfied with their job and to have low organizational commitment”, (Brown et al, 2010). Adding to that Armstrong (2012) mentioned that “getting managers to conduct a performance review once or twice a year creates the impression that the management of someone’s performance need to accomplish in the hour or so that it takes to complete the review is the fundamental problem of performance appraisal”. In a traditional approach, employers set objectives and at the end of year performance, (2006) “Appraisal is typically a process in which quantitative scores based on predetermined criteria are assigned and shared with the employee being evaluated”. 
There are basic components of performance appraisal such as setting performance criteria that can be applied to workers, judging workers and lastly giving feedback to employee, (CIPD report,). However, performance appraisal doesn’t mean same as annual appraisal as performance appraisal happen on an annual cycle but employee can be appraised at any time. There are two purposes of conducting appraisal, one is development and another one is they can serve an administrative function, (CIPD report, 2016). 
When an employee receiving feedback from their employer, it can affect performance however, it is necessary to consider whether feedback is positive or negative. Positive appreciation or wording can motivate or encourage employee that effects on further performance. Smither et al, (2005) study shows that who express positive emotion after receiving feedback can obtain higher performance ratings and opposite happen when employee receive unsatisfactory feedback. Hence, it is not the feedback itself that matters, it is reaction to the feedback that matters most. It has found out in a study by Budworth(2015) that perception of fairness can influence reaction to feedback and in turn has relationship with performance. 

SainCo as they are retail business instead of rating their workers’ performance based on predetermined criteria, it will be viable to have conversation with employees about their performance. SainCo need to consider the extent of conversation are perceived to be fair and should give opportunity to employees to express their opinion. It is important to involve employee in the process of performance appraisal. SainCo has to face fierce competition to gain good employees. Hence it is important to consider on employee development and growth rather than focusing only on rating their performance. “Replacing rating system with conversation that help managers do better job of coaching and allow subordinates to process and apply advice more effectively”, (Cappeli & Tavis, 2016). Innovation is another factor that influence business strategies and time to time it has to adopt change. SainCo’s employees need to move ahead with the change of the time and therefore need to have responsiveness. SainCo has to adopt ‘Growth mindset’ rather that ‘fixed mindset’ where Dweck(2006), mentioned that “growth mindset is associated with a state of mind that is far  more likely to enable performance improvement and thus it will enable to design decision as removing formal performance rating and focus more on discussion of directionality rather than a focus on absolute measurement of performance. 

3.5. Feedback to feedback climate 

Definition of feedback

Employees desire to have honest and effective feedback from employers. Pulokas & Battista, (2020), “Feedback climate is the bundle of practice that organization need to implement to ensure that honest and effective feedback has given to employees”. It has been found out in a study that there are positive relationship of individual employee feedback effectiveness and organizational feedback effectiveness by developing feedback climate in 234 companies. Feedback climate can be effective when supervisors are trained to feedback effectively. According to London & Mone, (2014) mentioned that “Feedback climate is created in companies by allocating resources to the training of supervisors to do feedback, expecting high-level managers to serve as role models and rewarding supervisors for doing feedback well”. This process is all about preparing managerial or supervising level people to provide feedback effectively and honestly in the organization that in turn create climate. Therefore, selecting, hiring and promoting people who can deliver well feedback, is the core of this process. 

Difference between feedback and feedback climate

SainCo, traditionally, give feedback to their employees based on the performance. In an autocratic management style, managers are strict to their employee if they lack behind in their performance rather than considering reason for not fulfilling the target. On the contrary, feedback climate is creating overall climate on the organization is giving effective feedback. 

4. Organisational and Employee Concerns. 

According to Armstrong, (2006), organizations have changed their performance management process by introducing competent analysis, enhancing link to pay, achieving consistency, aligning corporate strategy and objectives and simplification, performance monitoring and continuous reviews, 360 degree feedback and personal development. 
Organization needs to consider different factors to changing performance management process 
such as their environment, necessary training and development, knowledge sharing, retaining efficient intelligence of individual. 
Organization needs to develop its workforce capabilities, skills and competencies to remain successful, and its key part of the overall business strategy. Organization learning and   development strategy helps to define workforce capabilities and skills to adapt changing times and performance management process. It is essential to understand, organizational overall performance highly depends on employee’s individual performance. Hence, organizations’ financial and operational strategies need to align with organization learning and development strategies. According to CIPD factsheet of learning and development, following facts need to consider for organizations L&D process. 
· Organization needs to create continuous learning environment by creating positive learning environment. 
When an employee performs a task, that become an experience to him or her and a learning opportunity. Learning by doing and enhancing learning from experience is the aim for performance management, (Armstrong, 2006). Employees learn from problems; challenges and it is able to make them learn from working. Managers need to ensure that necessary training is there to help to learn employee the lesson from experience and that can be use in the future performance. As performance management is changing its process, organization need to give employee required training and coaching to learn and adjust with new process. Learning oriented individuals are able to show higher levels of task performance and have consistency in their efforts even if they are failed, (Brett & Vandawelle, 1999). Employees attracted with challenges and has consistent skills of identifying problems and solve them in different ways are the most valuable one for better performance in the organization. 
· Learning is targeted on performance needs and aligned to key performance indicators
Employers need to provide a climate where employee can learn to targeting their performance need. Organization climate can provide employees different opportunities to apply newly trained skills on the job. Employers need to create such an environment in where, employees’ learning oriented behaviour is encouraged and valued. According to (Simon, 2010), “there are two ways an acceptable relationship between individual learning and organization will occur such as increasing employees awareness of the importance of and applying what they have learned to the organizational level and increasing efficiency of individual’s learning that can become routines. Hence organization give indications to their employees to transfer what they have learned on training on the actual performance of the job. 

· Organization’s efforts of retaining intelligence or knowledge while changing PM process
Organization need to consider retaining efficient employee’s because productive employee turnover can reduce the speed and effectiveness of the organization. Accumulated learning of employees can deliver efficient performance for the organization. Organization need to concentrate creating an environment where employee can apply their own judgement and contribute to organization without any barriers. According to (Simon, 2010), “Organizational politics, strategic priorities along with different goals can hinder transfer of individual learning to organization level. 
· Improved conversation with employees to work closely by line managers to provide time and space for learning and learning transfer. 
There are three simple questions that need to asked to employees for understanding what have they done so far, what they have learned and what can be taken to future as learning to improve their performance. Line managers need to concentrate and engage in the conversation with employees to enrich each other perspectives to observe employee’s effort to reach to their goals. Managers need to act as a coach on this phase to support employees. 

At each step of the rollout, HR had to ensure minimal disruptions were occurring to everyday operations and that training was provided to help employees and managers develop the understanding and skills they needed to be successful in each component of the new approach. For example, learning how to set annual, typically static, goals helped employees gain insight into organizational objectives and goal alignment and begin to understand what constituted a “good” goal versus a poorly defined goal. This knowledge and skill would then enable employees to determine and set dynamic, agile goals. Each component-built skills and capabilities into the business that were needed before the next component would be added. This was a strategic decision based on previous learnings and a necessity to provide immediate structure without threatening the culture.
5. Employee concern
5.1. Developing role profile 
For transition from older to new process of performance management, it is obvious to update role profile for employees which defines the roles in terms of key results expected, what employees need to know and able to do and how their behaviour will be. According to Armstrong, role profiles need to be agreed by both employers and employees. SainCo employees need to have updated role profile where they 5can get clear direction of the job to do and hence they can develop their skills accordingly.  SainCo need to define technical competencies that is what people need to know to perform role effectively and what employee needs to do in favour of the key results. For example, SainCo line managers need to set out role profile for their salesperson and what are necessary skill company need to perform the job. As retail person, SainCo need professional, problem-solving mind and must have planning and communicational skills. These are employees technical skills that needed for the job but it is their behavioural competence that help them to perform effectively. SainCo needs to focus on encourage employees’ personal drive to achieve, confidence and resilience that will help. Moreover, teamwork and flexibility where employees and manager can openly exchange their ideas and reviews regarding their work will help SainCo to come out from autocratic to participative management of performance. 
5.2. Providing time required for new approach 
SainCo need to ensure that new program is employee driven. Learning and supporting tool are there for employees when needed. For example SainCo can develop fast reference booklet where both managers and employees can learn how the approach worked together as managers also need to understand the new perspective first to transfer the knowledge to employees. Both SainCo’s manager and employees need to give sometimes to adopt new process of performance measurement. It can create sense of transparency when employee feel they are having adequate time to adopt or to understand new process. SainCo also need to provide adequate hours of training to employees and can have series of conversation regarding new approaches’ pros and cons. 
5.3. Coaching and support 
To build confidence or self-efficacy among employees, coaching plays a crucial part. “Coaching helps employees and helping to planning their work, highlighting potential difficulties and offering advice and emotional support enhance employee’s engagement”, (Schaufeli & Salanova, 2007). Coaching helps to promote ‘can-do’ mindset on employees. To adopt the change, to learn new skill, to focus on working on a complex project, employees must need to have support from their employers or coach. This will provide employees direction and convenient way to reach objectives. From goal setting to attain that goal, coaching is a continuous and ongoing process that need to present in the organization to keep employees’ confidence, hope, and resilience strong. From mangers to co-workers, employees need social support. Individual feel meaningfulness when they have rewarding interpersonal interaction with their co-workers. SainCo, therefore, require ensuring, that they have adequate and efficient people in the organization who can deliver effective coaching and employees have positive interaction among them.  
6. [bookmark: oso-9780190942878-chapter-9-div1-78][bookmark: oso-9780190942878-chapter-9-bibliography]Employee Engagement and Employee Involvement. 

Unlike job satisfaction and commitment, employee engagement is relatively new concept. According to (Jamie & Alan, 2011), “A focus on employee engagement in the performance management process may foster performance improvement beyond that achievable through a conventional focus on performance itself’. Employee engagement represents an application of the positive approach of positive organizational behaviour. Due to competitive, dynamic and multidimensional job, performance is more related with facilitation than management by creating condition for performance to improve, (Pulakos, 2009). Employee engagement is considering one of the main components of organizations’ success and competitiveness. It has been found out in a study by Macey et al, (2009) “Among 65 firms in different industries, the top 25% on an engagement index had a greater return on assets (ROA), profitability and more than double the shareholder value compared to the bottom 25%”. “Employee engagement is desirable for organization has organizational purpose and both psychological and behavioural sides and in which it involves energy, enthusiasm and focus effort”, (Jamie & Alan, 2011). Employees need to engage or involvement technically and emotionally to bring out the best outcome. Individual’s energy, enthusiasm, adaptability, effort, flexibility, dedication all considers in engaging on particular work. 

6.1. Employee engagement model 
Engagement or involvement occurs when organization make their employee feel valued and appreciated throughout their work. It is organizations or employers’ duty to create involving environment that encourage or motivate employees to engage emotionally as engagement is a positive state of mind. SainCo need to focus on employee’s emotional engagement as it can make employee attentive, dedicated and encouraged towards work. From SainCo previous autocratic style of performance management to consider employees psychological contacts will need great deal of attention in the process, hence, SainCo can adopt (Jamie & Alan, 2011) model of engagement management. This model begins the aspects that has already been discussed throughout in this report such as jobs related with its goal and performance indicators need to negotiate with employees to build engagement. 


Improved performance 
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Engagement management model by (Jamie & Alan, 2011)

By adopting this model, SainCo can evaluate employees’ performance. This model start with performance agreement that sets out what employees are expected to achieve. Sainco needs to explain clearly, boundaries of job, its associated goals and performance indicators and negotiate with employees so as to create engagement. In this phase, SainCo needs to reviewed employees psychological contract that will help development of engagement. 

In the second phase, the model got engagement facilation. SainCo needs to focus on designing job, coaching, support, training in order to facilitate the development of engagement. 

In the next phase, performance and engagement appraisal and feedback concentrate on trust and fairness perception of employees that work as drivers of engagement. Sainco needs to build trust based relationship with employees and create sense of fairness. Thus, it helps to enhance employee engagement with the job. This process is continuous and ongoing process. SainCo require to emphasize on engagement facilitation phase as in this phase activities might change depending on the needs of employees and on appraisal and feedback. In this phase, SainCo need to deliver effective feedback to employees that will help employee to perform better in the future. This model is for engaging employees within the organization that can help to build up emotional connection of employees. This model can become invincible part of SainCo performance management process. a


7. Recommendations for the long term 

· Develop democratic culture 
SainCo need to adopt more democratic culture in their organization. Comparing to traditional performance approaches where manager needs to take initial step of writing goals or give feedback, in democratic approach, employees will be responsible for their own growth of performance and draw the attention of the manager and co-workers’ support. 
· Vibrant 
Performance management is continuous process and hence to make it more lively and make employees feel that they are having interaction with managers or co-workers than previous time, SainCo must need to adopt dynamic approach. Participative goal settings, random conversation with employees than performance appraisal, creating feedback climate all is for employees to feel that help is there whenever they need. 
· Sense of transparency
SainCo need to be transparent for collaboration and decision making over time. 

· Gather related information for performance improvement 
For adopting democratic and dynamic culture, SainCo need to gather necessary information or data. More data or information can help SainCo to actively design their approach to performance in a way that help improve decision making. As competition is fierce and organization need to make or change their decision over time, only related and up to date data can help to move further in performance management as strategies need to be change over time or remain for  while if consider beneficial. 

Recommendation for short term 
· For short term, implementing new performance measurement, SainCo need to accumulate required resources that will be needed. For example, for check-in performance appraisal, managers can write some simple notes to prepare themselves first and then support employees. Unlike performance appraisals’ formal documentation of employee performance that takes several hours of managers, check-in focus on development and what most people need most of the time. 
· SainCo can focus on instant form routine and paperless processes. If they can check and update regularly about attaining objectives, it will help to improve their performance 
· They need to set simplified objectives for short-term considering employee’s view. The most important perception that employees need to feel that they are capable to attain objective even it complex or hard job. 
· SainCo need to set schedule to have conversation with employees regarding feedback. This need to be done more frequently. The more interaction SainCo can make with their employee, the better organizational performance it will be. 
· As SainCo rolling out new performance management process, they must need to provide necessary coaching or support to employees. As discussed earlier, line managers and Co-workers need to be flexible enough to provide feedback that help employee to take lesson from and work on it future. 
· SainCo HR department and other department managers need to have co-operation and co-ordination to review employee’s performance. Authority need to be decentralised to become flexible and competitive to review performance. 
· They also need to provide necessary training to their managers to give positive feedback. Adopting new approach of performance management, SainCo must need to ensure they are providing not only feedback of employee’s performance, but also they are engaging employee emotionally. 
· SainCo can develop a company-wide dashboard to get reminder of performance review conversation, goal-setting schedule and direction of individual reporting in the organization. This can help both in the short and long run for performance management. 


Conclusion
This report has demonstrated how SainCo can adopt new performance management process. From traditional goal setting process to participative goal setting, from performance ratings to conversation with employees, from feedback to creating climate of feedback, this report has suggested robust change from traditional performance management to new performance management approach. SainCo also been suggested to adopt engagement management model by (Jamie & Alan, 2011). This model explains how to engage employee with the organization by facilitating different activities of performance management. Various arguments have been provided that SainCo need to consider as an organization and for employees to adopt new performance management approach. Brief discussion of employee engagement and how organization can get benefited by employee engagement has been discussed. In addition, recommendation for SainCos’ short- and long-term performance management process has mentioned. 
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