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1. Introduction

People now are “recognised as the most important source of competitive advantage.” (Armstrong, Baron). More and more different scaled companies start to invest much more in their workforce because the turned results of this are theoretically conditioned and practically proved as essential for every business growth.  It is enduring tend that more and more organisations are moving from traditional to more progressive models of HRM.  Performance management is complicated, continuous, and evolving process. It is getting more important factor for company performance at all levels and aspects. Moreover, the dynamic environmental changes create needs of wider scope of performance management.
The object of current report is a family organisation called SainCo with typical traditional management system. It is a retail company which means that it operates in one of the most competitive industries, therefore, competitive advantage is essential for business growth and in nowadays it is achievable only through high performance of the employees. 
Until now the understanding of performance management was narrowed, limited to appraisals. An autocratic management style is a reason for non-competence-based decisions in some points of performance management which currently requires more and more manager’s knowledge, experience, attention, and time of course. The good think in the situation about SainCo is that the CEO of the company has realised that performance management is much wider area and can give much more opportunities for overall organisational performance. She has attended a conference entitled “There is more to Performance Management than Appraising Your Employees”.  Realising the problem is the first step of its resolving.
Current consultancy report includes comprehensive explanation about what is performance management – meaning, aims, principles and phases of the process, factor for effectiveness. Good understanding of this will enable the management of SainCo to implement new approach of it and to create more progressive performance management strategy. In the report it is also considered how this is applicable and what benefits will have it for improving the company performance. There are included recommendations about how the company can improve the performance management as well.


2. Performance management 

2.1 Definition and importance
“Performance management is a systematic process for improving organizational performance by developing the performance of individuals and teams. It is a means of getting better results by understanding and managing performance within an agreed framework of planned goals, standards and competency requirements.”. (Armstrong, 2014).  
Performance management is much more than appraisals once a year and motivating for better performance can be approached not only by standard rewarding. 
Performance management covers all journey of the employees in the organisation – starts from recruitment, covers all steps of their development, and goes till the end of their career in the company.  It is not one-off activity. 


2.2. Cycle of performance management
“Performance management is a means of getting better results from the organisation, teams and individuals by understanding and managing performance within an agreed framework of planned goals, standards and competence requirements.” (Armstrong, 2003). It is continuous process that consists  phases are not happening one after the other one, it is an ongoing process. 
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Planning – on this stage manager and employee:
· Discuss and agree the personal goals which is the moment when personal performance gets aligned to organisational goals ;
·  Set a personal development plan;
· Some specific actions can be pointed to take place in specific time or short / long period of time as well;
· Review of the employee’s job descriptions – making changes if needed and updating the description of the role profile where it is needed and to be reviewed if the employee has all the knowledge and skills to achieve them, also the employee to be provided with extra training if needed. 
On this stage managers must ensure that objectives agreed are clear, achievable, well understood by the employee. It is important to explain the employees what the possible outcomes are: to change mind ( how to proceed), to be underperformed, to reach goals even to excel expectations. Reviewing the job description is very favourable for the management because effective recruitment process is a key factor for realising goals and safes resources at the next stages of performance management.
Planning should be also flexible so the goals agreed can be adjusted and may take place every few months and to be re-visited in favour of ongoing working process.
Best practice is to actively involve the employees in this phase because it achieves higher satisfaction through increasing the feeling of usefulness and motivation. If managers pay attention to people’s opinion about what should be planned and when to be done creates expectation for future satisfaction from work. One more positive outcome is that this practise increases the transparency of management, respectively employee’s trust. 
It will be extremely good opportunity for employees if company enable them to see their future within the organisation. Employees will feel more commitment about their jobs and will be more motivated to improve their performance when they know and fully understand   how they upload value for the businessrs. Discussion about objectives and planning are in fact first steps of collaboration between managers and employees which is very good opportunity to increase the working results but also, a big responsibility because well managed performance is very beneficial but not appropriate approach can have negative impact on people engagement for long time. 
Traditionally, management accent was on review stage but in nowadays it is necessary focus to be moved to act and track stages because people need support and coaching more often than once per year. 
Monitoring includes activities like tracking the progress, regular feedback based on continuous measuring, considering changes if needed, coaching. Big advantage of effective monitoring is that people can be corrected any time when needed instead to wait for appraisal. This continuous throughout the year. 
Development has a core role in improving performance. Monitoring gives a base for identifying the areas of improving. Results can vary from poor to the superior performance, even overreached the expectations. If the person wants to go further, can be offered opportunity for personal and professional growth and training or courses if needed.  
SainCo might have new positions opened after the pandemic and in cases when there are many new starters, will be good option to promote experienced member of the team, so internal recruitment should be considered when possible. This will help for keeping the work environment good and reduce the stress. Moreover, will give an opportunity to employees for growth within the company which stimulates their motivation for higher performance. On this stage managers can recognise the best talents in their teams and to promote them. 
Rating – It refers to determining the added value of employees to the business. Usual form is appraisal review.  Here the team leader/line manager has the biggest opportunity to create employee engagement. People will be much more engaged and will desire mot involvement when they feel valued and respected for the  job they do and motivate them for further improvement.
Appraisal review includes activities like  review achievements, identify learnings, discuss career goals, agree action. Reviews can take place every time when it is needed. Most companies arrange this once per year and this is absolutely enough, but if the business needs, different periods can be set. On this stage employee must be provided with feedback. 
For SainCo appraisals are not new point.  The new element comes from the new look over appraisals reviews. Appraisals are not just assessments and purpose of these interviews is not only to evaluate the rewarding system. Retail sector is one of most affected by Covid-19 pandemic. Many employees have different personal future plans – many of people have completed different courses and possibly will totally change their careers or will try to get higher position. All of this makes me to recommend appraisals to take place more often until working processes come back to normal. 
Also, In most of the case performance appraisals are conducted by the line managers. This gives some positives because the line manager has good look on appraisee’s everyday work, behaviour and potential and can manage this easily. Disadvantages can be subjectivity in manager opinion and priority, and personal conflict if existing.  It is not necessary to involve high level managers in a small problem at lower levels. This is a big difference with the autocratic style in SainCo and one more favourable outcome for the management. 
Very often in cases of traditional management system, appraisals do not have very good outcomes and the reasons can be not clear purpose, not enough competent conducting, subjectivity in judgement but the main reason is that they are linked only with rewarding.
There are following possible outcomes of the performance appraisals:
Employee to be underperforming. In this case, firstly manager must find out what is the reason. If it is because of limited capability, then solution is extra training, gaining extra knowledge or coaching. If it is because the employee won’t do the job, then managing is needed.
All five components of performance management cycle work together and support each other, resulting in natural and self-renewing process. 


2.3 Principles of Performance Management and factors for effectiveness
There are some concerns of performance managements and some principles must be held which will guarantee its efficiency and progress:
• “Aligning individual objectives to organizational objectives and encouraging individuals to uphold corporate core values.”, (Armstrong, 2003). Also, it is collaborative process - must involve employees and being transparent about company goals and strategy.  Honest, objective and regular feedback and reviews — It helps people to not have any fluctuations and to improve faster. Measurement and review must be fair and subjectivity to be avoided. Measure results is the fundamental for further actions. 
• It “ is concerned with satisfying the needs and expectations of all organisational stakeholders -owners, management, employees, suppliers and the general public.” (Armstrong, 2003)
• It is related with communication and involvement. (Armstrong handbook, 2003). Transparent communication and collaboration will enable building healthy employment relationships at all levels. Satisfaction is dependent on recognition and evaluating. People need to feel their job is valued.It enables understanding of organisational strategic objectives and mission and carify the expectations. Every day dialog between managers and employees  works for optimisation of the working processes and framework and increases the results. Listening people’s voice  involves them as well in company “life” and establish feeling of commitment with business.
 It refers to employee development. “Performance improvement is not available unless there are effective processes of continuous development.” (Armstrong, 2003). It is in human nature to desire to develop and to aim personal improvement. 
Moreover, there are some factors that directly influence the motivation for better performance. 
Culture at all levels – it is very important to set and maintain a culture level in all levels and operations witing the working process. It is responsibility to all staff members to perform and develop within the company improving the culture. It refers to how they operate. 

Ethic principle must be held.:
“Respect for the individuals;
Mutual respect (between all the parties involved In performance management);
Procedural fairness
Transparency.” ( Winstanley and Stuard-Smith, 1996).
  .

2.4 SainCo – overview of industry and company specific in the context of performance management

There is no unique performance management system working for all businesses. Every organisation has its own structure and specifics and the strategics should be built in accordance with these specifics. SainCo operates in the  retail sector which is one of the most competitive. Having in mind this and also the importance of employee performance for the business success, SainCo must consider very carefully every single element of its strategy, every opportunity for improving its performance management and to work for creating the best possible conditions for individual performance. 
Company has 2000 members of staff and operates at 10 locations. It means that staff is not physically in the same building and that there are 10 similar working places. It gives the company an opportunity to compare some points of performance on a different place and follow samples of the best performances. 
Most of the roles are in direct contact with the customers – in stores, online services or by phone conversations. It is well known that performance of sale workers and customer service level have direct impact on the revenues and that is why SainCo should focus on these positions.  Current situation after Covid-19 pandemic and the consequences after it caused changes in the customer behaviour, priorities and buying power. People with direct contacts with clients (cashiers, counters, sales-assistants, shelf – replacers, customer service teams, counters, sales-assistants etc.) will need monitoring and coaching much more than before until the working processes get back to normal. 
Other roles in the company are involved in the management, distribution channels, warehouse teams, transport, administrative workers, finance department, management, and of course, human resource specialists. Their performance is important for maintaining good relations with other stakeholders and their performance has direct impact on other aspects. Retail industry is linked with logistic, wholesalers, manufacture sectors.
Other point that needs special attention is that sector is going through a challenging period increasing the online sales and decreasing the in-store sales. Actually, this trend started much earlier but before the pandemic ecommerce was growing slowly and with predictable temps. If SainCo has an online sale, then the company will need to change its employment structure. There will be needed more call centre staff,  delivery drivers etc. 


3 Employee Engagement and Employee involvement

3.1 Employee motivation, engagement and involvement
Performance and engagement need to work together. Why? As mentioned above, involvement of employees is an opportunity to reach better results. It should be prioritised by every performance management to focus on motivation and engagement of employees. 
There are many motivation theories like  Maslow’s, Goal theory, Equity theory, Herzberg’s two-factor theory, Cognitive theory, ERG theory and ect.  All of them have advantages and disadvantages but all give some explanation about how mechanism of motivation works. Good place for reading these theories is Armstrong’s Handbook of Human Resources Management Practice (2020).
The author defines motivation as follows: “Motivation is the emotional driver that, directs and sustains behaviour. High performance is achieved by well-motivated people who are prepared to exercise discretionary effort, ie independently do more than is expected of them.”. Armstrong, 2020). “Employee engagement is an approach, that results in giving an appropriate condition to all the employee in a workplace.”. (Armstrong, 2020).  Managers need to have in mind cultural differences in motivation. Involvement is the active side of the engagement.
“Engagement takes place” when people are enthusiastic about their “work and the organization and are motivated to achieve high levels of performance. The term ‘engagement’ can be used in a specific job-related way to describe what takes place when people are interested in and positive – even excited – about their jobs, exercise discretionary behaviour and are motivated to achieve high levels of performance”. (Armstrong handbook, 2020).
Outcomes of high engagement lead to higher performance in all aspects and improve the relationships with all stakeholders.
CIPD (2018) suggests  “that people strategies should pay attention to: fair treatment of employees and support for wellbeing; empowering employees to shape their jobs; effective channels for employee voice; good people management skills; performance management systems that motivate and provide opportunities for professional development.” (Citated by Armstrong, 2020).
Armstrong (2014) defines factors impacting engagement, which are as follows:
Work environment – as better environment is maintained in the workplace as better performance can be expected;
Opportunities for growth – as mentioned above, most people are aimed to grow and if they are provided opportunities to develop this will have a positive impact on their performance;
Opportunities to contribute – if there are available opportunities and people feel that managers take in account their opinion, then they feel they upload value and contribute for achieving company objectives. It increases their satisfaction. This is very fundamental for modern organisations because involving people in management decisions reinforces them and open them for developing and better performance within the organisation. 
Line managers play a core role in establishing  employee engagement.  Some of his responsibility are following: provide continuous feedback; give them way where they can do best job using their distinctive strengths; build trust by two-way communication and mutual respect; recognise and promote talents (Armstrong,  2020). 


3.2 Reawarding system
Rewards and recognition – very important tools  for direct and indirect returns on the people investmen.
Rewarding system must support higher employee’s performance in relation to achieve company goals. For this purpose, it is very important to ensure that current rewarding system tolerates the behaviour which supports these goals; clear the way that increases in the payment for performance can support personal development and that is fair and avoiding any kind of bias. It is extremely important rewards to be logical, adequate to the value of jobs.
There are two main groups of rewards – monetary and non-monetary. While composing reward system, every company has to ensure effectiveness of rewarding.  Monetary rewards are salaries, bonuses, commissions and other not directly linked with the job like sick pay, maternity/paternity pay, holiday pay, pensions. Non-monetary rewards can be gifts, gift vouchers, travels, tickets for culture or sport events, participating conferences etc. Usually, companies set base pay and extra bonuses or higher rate for overtime. It is specific for different roles. Important is reward system to be composed in accordance with company values and to motivate better performance. For example, if the operating manager makes rationalisations or optimisations and as a result, reduce company operating costs, it will be good idea to reward him/her for this.

Distinctive feature of performance management is shared responsibility between superiors and employees. At the same time this is the biggest difference between the autocratic style used by SainCo and the modern one. Involvement in the working processes and full understanding why their working objectives are important for their team and all business.  This makes monitoring process to objectives much easier as well. SainCo needs this shared responsibility with its workforce more than ever because the current business environment is very dynamic and the company needs to apply continuously many changes which is impossible without people in the company. 
Management has a responsibility for creating  this mutual commitment to the goals in the performance management cycle.

Basicly, organisation and its workforce must create mutual commitment which will make people to be happy at the company and will do their best  and using their full capacity for achieving the goals. Their own success combined within the company makes them to feel proud of company. 

4 Recommendations


SainCo must consider very carefully many aspects related to performance management, most important of which are:
· What exactly are the occupations in the employment structure and what can be done in order to reach better performance. 
· Are there any changes needed in employment structure? 
· How to use rewarding system for developing and better performance. 
· What can be done to unite the teams and wellbeing of people? 



To do it right way and compose effective system, SainCo needs to start with analysis of working place – there are 10 locations and 2000 employees, some of them are working at the same place usually, some of them are working at all (transport, managers, admin office, HRM department).   For all of them is important to ensure safe working place and what can be done for their wellbeing and how to help them to come back to normal.  For example: new store design allowing distancing, high hygiene rules to be set and etc. At the offices can be encouraged working from home every other day in order to reduce number of people in the rooms.  It is very important to assure people that company cares about them, especially their health.
In order to increase flexibility, will be useful to train people at one working place for other positions. For example, sale assistant can be trained for cashier. This will give an option to send helpers form one to other store or to replace easily absent employee.
All the job descriptions to be reviewed and to find out if there are any updates needed to involve employees caused not only by operating changes but also, by new activities of performance management. It is necessary as well to find out if there are any skill and knowledge shortage about this. To consider form of goals agreed is highly recommended – target to set or competing jobs/ achieving results or points in term and to change the set targets/goals. It is not realistic to expect high turnovers caused by external environment factor and especially if there are many sales, but even if so, I would recommend bonuses to be paid to the members of sale teams for hard work and in order to keep them engaged.
To improve individual’s performance company should have specific approach for different positions. For example: Sale assistants need to develop their communication skills and knowledge about the goods features because after the pandemic clients have higher expectations. HR department must consider this for all positions one by one and to have clear idea what extra competence, knowledge and skills will be usefull for each role. Company should have learning platform for its employees. Learning and development programmes must be easy accessible and  to ensure that people have the opportunity and are given the encouragement to gain extra knowledge and competences and to growth . They should be able to find as much information about the goods as they need and online trainings and courses. 
Line managers must be trained as soon as possible how to perform their new responsibility. I strongly advice outside professional coach to be appointed because he will give them professional view.

SainCo might have vacant positions. It is very much advisable stinternal recruitment to be prioritised rather than external when possible and giving an opportunity to loyal employees to develop. It will reduce the stress of need to establish new relations at workplace combined with adapting to all other changed conditions. This will increase commitment of the promoted people and at the same time will help for improving the working environment. 
Learning objectives of the training and development programs to be discussed with the employees which will influence positively the engagement and will help the employees to see their future in the company. Many people get boring if don’t develop. In order to decrease the human turnover SainCo should give an opportunity to every single one to grow which should be discussed on the appraisal interview. 
In the current complicated situation is extremely important to clear the hierarchy of the priorities and to give clear instruction to the employees about this. For example, customer service online assistant should prioritise to get involved in conversations with two customers than to keep waiting one of them till finish with the other one.
Ensuring work – family balance. People prioritise their family needs more than ever. Company might encourage people needed changes in the contractual terms to feel free to discuss it with managers. Now they are more sensitive, and this is a good way for organisation to prove it cares about them and they can combine perform their personal responsibilities in parallel with career development. 
As mentioned above, strategy is focused on customer needs – in relation of this to provide extra trading to the sale and customer services including learning about Customer behaviour, how to create Customer trust and loyalty, how to deal with “difficult” customers. Will be dood to manage to teach staff how to gain customers feedback and inform them for this feedback as soon as possible and allow time for that. 
In order to improve the team relation and atmosphere at the workplace referral programs can be adopted. Practice shows that it is very favourable for improving employment relationships, respectively leads to higher performance, especially team performance. Also, every year can be organised some events for all staff, for example Christmas parties and parties to celebrate organisational birthdays. On this kind of event, best performed people can be rewarded.
For improving individual performance in this moment I would recommend  appraisal interviews to be arranged as soon as possible and each of the employee to be asked about how he/she feels after pandemic at the work place. During the meeting can be obtained some opinions and impressions about how the environment, client’s expectations and behaviour are changed. Other important think is to present new system to the employees and to assure them that they will be supported at all times and in all aspects. This will encourage them to agree higher goals. Achieving higher goals, will re-enforce them. 

In long term, SainCo should not get behind the new trends of performance management again and to improve continuously the system because  the importance of employee’s performance for business success will increase constantly and performance management will get more and more complicated. 
The war for talents is fact. The competition between the employers will get stronger as well. That is why SainCo management has to ensure company reputation as good employer. For this purpose, can be applied clear reward system which includes extra paid day holidays and sick pay for every 5 years working with the company for example. Family and friends programmes giving some discounts  can be offered in order to decrease the human turnover. 
As explained, personal performance, especially in the sectors like retail, is a key factor for overall company performance because the percentage of employees directly communicating with customers, is one of the highest.  In that point, personal goals agreed must upload maximum value and depending on nature of work it can be achieved different ways. For shop workers for example it can be basic salaries plus clear scale of bonuses based on volume of sales. It will stimulate them to improve customer service at all touchpoints with consumers. My recommendation is the bonuses to be allocated in accordance with team performance and all members of the team to be paid the same amount. Joint interests and united forces are always beneficial for group performance. Some of the jobs can be separated.  It also will help for creating and maintaining friendly atmosphere, will decrease the stress levels and feel of satisfaction of team members. 
Customer service team members can be given extra reward depended on the customer feedback. Individuality is hidden in online and customer service team and call centre. People work under pressure and high stress levels. Also, the are isolated. To reduce the pressure, they must have supported all times and provided with coaching more often. Short extra breaks can given them too. The reward system must ensure they will receive adequate rewarding for the stressful job. 

For occupations which are not directly impacting the sales revenues, will be good if the rewarding system provide some bonuses when company reach higher profit as well. It will increase their engagement company’s life, and the feeling they belong to the team. 
Improve processes – one of the ways for this is to invest in new technology and train employee to work with them. For example, if the payment process gets optimised, the cashiers will have more time for each client and can use this safe time for gaining feedback from them. 
I would recommend everything beneficial for business to be considered. Big step ahead for the conservative management style is involving people in processes of decision making through paying attention to their opinion and initiatives. Moreover, initiatives must be encouraged. This will help not only for increasing sales but also for recognising talents and promote them withing the organisation.  

Allowing a flexibility in the management style. The reality is that individual’s performance importance for business developments increases and will keep increasing. Human resource is getting more demanding and the performance management more challenging. 
Best practice is people management to provide people with regular day-to-day coaching and feedback. But in case an employee excels the expectation, it is not needed to do so. Will be better to give him/ger more responsibilities and let him/her to go further in personal development. 
To ensure effectiveness performance management, system should prioritise employee recognition and reward. Rewarding system should be reviewed more often than before and more flexible. Rewarding is improvement that  employee recognition is  a management priority. 
Employee development — it was discussed already in short term but it is valid for long term is well. Development is important for many employees. 
Very useful for business performance will be experience sharing at all levels and all terms. Store managers for example can have monthly meetings and to review the results of each store and critically analyse the reasons about underperforming and the best ones. After that, each manager should inform its team about this. 



5 Conclusion

To conclude, I would say that competitive advantage achieved by employee’s performance should be the leading line of thinking even in the family companies. From one side looks that big companies can afford better rewarding and to attract more talents but to be “competitive you need more top players than poor players in the team”. (Ross, D., 2010). To create “top players” is needed to approach people individually. Which is easier in the smaller organisations.  In some points, smaller companies can establish and improve better employment relations and workplace enabling people to use all capacity and potential, even to get to higher positions faster. Communication between staff members is easier and in-time and this helps for optimisation of working processes.  Sometimes employees prefer working in smaller companies because they can be recognised faster. Moreover, not only salaries attract workforce. 
SainCo should improve its strengths and to set effective performance management. It will be not one-off act; it will evolute in the future and for sure will cause changes at the other aspect of management. Human resource management is still management function but its role in the future will get expanded - will be not enough just to link the management with the employees, very important will be how it will be done.  The right direction for improving management processes is more people-centred and more ethical management.
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