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[bookmark: _Toc134573244]INTRODUCTION 


Organisations always find methods to increase performance and productivity to maximise profits. However, it is a challenging task because a company is a network or process and practices made by the resources that the company have. Performance management can be seen as a tool, system, or part of HR with functions that determine the measures and outcomes of employees' accomplishments. The importance of how it is done is vital to help employees and the organisation reach their goals through objectives and systems adequate to the type of organisation and industry that is working.

SaintCo is a retail company that has decided to integrate a new performance system because it finds it useful to improve relationships and productivity. It is a company with an autocratic structure that does not give freedom to act or think. However, in this case, this structure could work due to the change of mindset, and the top-down leadership, where new behaviours are essential for the new system to follow. This report will give SainCo an overview of performance management and its part, benefits, and how it can be implemented. 

This report starts with performance management and theories, followed by employee engagement and involvement, and finishes with a recommended plan and conclusion.
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According to Adivar et al. (2019), performance refers to retailers' capacity to satisfy customer wants and needs while maintaining long-term success, efficacy, agility, and adaptation with their partner networks. This definition implies the company's efficacy in its outcomes of the internal process to gain brand reputation and profitability. However, in the workforce context, performance is the capacity to do more than the job description stipulates without ignoring the official obligations of the job position (Stirpe et al., 2022). It shows that performance is a topic that needs to be explicit in the organisation's environment and culture. Nevertheless, job performance is affected by organisational climate and manager relationships (Takeuchi et al., 2022). Thus, organisations should be clear about the meaning of performance and how they communicate it to their staff and customer. 

Every company has specific and different activities that help them compete in the market. The organisation has employees in charge of different tasks to deliver products and services to customers. To optimise staff performance is necessary the creation of performance management is needed. According to an article published by CIPD (2022), performance management is a series of activities that enhance an employee's worth following organisational goals. Gassner et al. (2022) state that performance management is a system where the employee's data is used to decide according to the result of designed evaluations. Moreover, their study revealed differences between the performance management system (PMS) and reality that could be implemented by creating policies where managers have the right resources and adequate feedback to benefit from the PMS.

Performance management is the practice of observing and assessing the way a worker performs work (William and Beck, 2018; Samwel, 2018). Also, evaluating and assessing a company or system to increase its success and efficacy (Fechete and Nedelcu 2019) and simultaneously aligning an employee's and the organisation's goals (Manduku, 2022; Chinnappa and Karunakaran, 2022). The literature has many definitions of performance management from distinct views.

From the point of human resources management, PM is a method that enhances employee advancement and productivity in businesses (Tseng and Levy, 2019). Likewise, Organisations use performance management to create goals and track their journey while making choices that produce effectiveness (Amohtaseb et al., 2018). In other words, performance management is a method, process and system that can help employees reach measurable objectives towards organisational goals.

[bookmark: _Toc134573246]THEORIES

Performance is usually an asset through human resources departments and managers. They create a supportive environment where employees feel secure, valued, and productive. Approaches to performance management and HRM also helps companies to work with staff goals, incentives, and managers. The primary approaches are best practice, best fit and Resourced base view (Hutchinson, 2013, p,2). The best practices approach argue that every organisation has a standard set of activities that employees do that must be linked to the organisation's benefit (Iqbal, 2019). These activities include training programs, promotions, compensation, and standard policies that will increase employee satisfaction and performance.

In contrast, the Best Fit approach states that there are no everyday activities in t organisations and that there must be a direct relation between the practices and organisational strategies (Iqbal, 2019). So, companies must align their HR strategies to the external environment to increase organisational performance. Conversely, the Resource-based view states that internal factors (that should be with value, rare, and not easy to copy and substitute) are the point to focus on increasing overall performance (Sabiu et al., 2019). overall, this HRM approaches focus on strategies to increase performance through different approaches, but every organisation should adapt the best to their industry and overall goals.

[bookmark: _Toc134573247]Casual Chain Theory

In addition, Purcell and Hutchinson modify the causal chain theory showing the relationship between HR and organisational performance (Hutchison, 2013, p.7). The first stage is intended HR practices related to how the organisation plans and aligns its strategies and mission. The second stage is Actual HR practices, which are happening in the organisation, not on paper. The third stage is Perceive HR practices, where employees, through their experience, see how the organisation comply with their policies and procedures. The four stages are Attitude outcomes, where employees manifest their emotions toward their job, such as satisfaction, morale, commitment, happiness, and trust, positively or negatively. And finally, organisational performance, where the organisation shows how healthy it is according to its profits, culture, and satisfaction of its customers.



Figure 1. Casual Chain Theory
Intended Practices
Actual Practices
Perceived Practices
Employee Attitudes
Employee Behaviour
Organisational Performance




Source: (Hutchison, 2013, p.7)


[bookmark: _Toc134573248]AMO Theory 

As a strategic tool, performance management (PM) connects individual and team efforts with HR practices to obtain the best integration. According to Hutchison (2013, p.12), the focus of PM is employee onboarding (which focus is employee awareness of their task, organisation culture and benefits), performance planning (focus on planning objectives and measures, creating personal plans), review and feedback (it is more suitable to managers to use channels communicating the progress, assess needs, and gratify employees). Managers and, specifically, line managers' interactions are necessary for the integration and confidence of employees and the organisation. It is correlated with the literature of employee performance management (EPM) study that Neher and Maley did (2020), where they found that employees' perception and managers' behaviour (information, communication, fairness, and job analysis) influence relationship (positive or negative), engagement and performance.


[bookmark: _Toc134573249]PERFORMANCE MANAGEMENT SYSTEM


[bookmark: _Toc134573250]The Balance Scorecard

It is a management system that converts goals into objectives, which are assessed, monitored, and modified to accomplish the company goals. It works with the financial, customer, internal procedures, and people departments, which are periodically measured against objectives, KPIs and Project reviewing.

[bookmark: _Toc134573251]Management By Objectives

It is the process of giving employees clear goals to execute. The objectives are sometimes linked to organisational strategies. It can be co-created by employees and managers.

[bookmark: _Toc134573252]Budget-Driven Business Plans

It works given the budget for the best project with better outcomes. The budget could be for existing projects or new ones.

[bookmark: _Toc134573253]Performance Appraisals

Employees usually need to understand employee appraisal with performance management. However, it is not the same. Performance appraisal is a tool that evaluates how employees do their jobs, giving feedback and how to improve (Hutchison, 2013, p.120). In theory, gill helps an employee identify the gap in their performance; however, it is just filling out a form once a year, where often the appraisal is not fair, or the results do not take any form of training, rewards, or recognition. However, the benefits of the appraisal at the individual level are motivators to induce employees to be ambassadors of the company.

[bookmark: _Toc134573254]Downward Appraisal 

It is the feedback from the line manager about an employee's performance. Usually done once a year, the line manager assets the report and decides the outcome. However, bias can occur, giving a bad result. Another disadvantage is the need for knowledge that can have the manager doing the evaluation.

[bookmark: _Toc134573255]Self-Appraisal

The employee rate themselves. Each employee reflects on their performance and what are the best solutions to overcome weaknesses in their productivity. Therefore, sometimes employees are biased because they do not know how to evaluate themselves or are afraid of the consequences of a lower evaluation.

[bookmark: _Toc134573256]Peer Appraisal

As the name shows, it is the team members who rate employees. Usually has some bias because the evaluate on could be positive or negative depending on the employee relationship.



[bookmark: _Toc134573257]Appraisal By Subordinates

It is the feedback of managers made by employees. Most of the time is done anonymously and focuses on how a manager works with his employees and how his job is done.

[bookmark: _Toc134573258]Customer Appraisal

Feedback from customers about services and how an employee delivers the service. It does not involve colleagues or managers in this review. This appraisal could be beneficial if the individual works alone. However, being part of a team, many variables could result in poor service and the customer rate an individual compared to a network of activities.

[bookmark: _Toc134573259]360-Degree Appraisal

The appraisal is made by employees, customers, suppliers, managers, and supervisors. The appraisal tries to be fair and involves many people in contact with the employee in many stages of their work to better understand the overall performance. 

Performance appraisals are beneficial if the findings lead to some actions such as learning and development, feedback, and training where employees can decide the best solution for an increase in their performance and the best motivator to achieve it.

The organisation's workforce is one of the best assets to implement the strategies necessary for a competitive advantage in the market. Organisations should implement their systems, such as performance management, to obtain that advantage. According to Kosdarova (2022), the PM importance shows that satisfied employees know their obligations, understand how they will measure, and know the rewards are more prone to increase their productivity and satisfaction, creating a positive environment in the organisation. For example, the Google performance review system called GRAD increases employees' dissatisfaction, fears, and distrust toward their leaders because with the new system is challenging to have a high level of performance (Elias, 2022). In sum, the PM system benefits employees, and organisations, but both should agree on the conditions to avoid confusing or obscure guidelines that prevent organisational performance and hence profits.
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Management and leadership influence the success and failures that a company could have in the market. Companies are not the extent of issues related to performance; one of those is underperformance. It occurs when an employee or organisation must reach its goal in the allocated time (Leatherbarrow and Fletcher, 2019, p.359) Creating goals is necessary to know where the company is going but measuring the objective to obtain that goal is indispensable. Companies develop and affect the individual productivity and how it affects the overall company performance. Similarly, Ramzy et al. (2019) agree that underperformance occurs when performance is not achieved, affecting the company's finance, image, productivity, culture, and employee engagement. Organisation underperformance should incur in practices that target the individual and organisation process and systems to improve and grow financially and culturally.

Organisational culture is related to performance-driving results aligned with strategic goals and vision. Culture is changing all the time, growing with external and internal challenges, but only possible to obtain if the mindset of the family businesses is fixed on a vision that reflects the behaviours and values of employees (Beckers et al., 2020). In the same way, (Kotiloglu et al., 2023) found in their research on a workplace culture that feedback drive actions and implementation to higher performance. They also highlight that performance is recognised as an opportunity to grow in a strong culture, whereas in inefficient cultures, the performance is considered demotivating. How an organisation reflects its culture affects how the manager and team interact, creating a safe environment for all. For example, employees feel recognised, supported, and part of the organisation in a healthy cultural environment.  

Managers are crucial to employee performance and delegate organisational resources and capabilities. Indeed, a manager is essential to workplace culture and employee performance; knowing their responsibilities and how to do them helps managers deliver the support the employee needs and avoid conflict or misunderstanding (Eichfeld et al., 2017). For instance, managers (top line) and supervisors are involved in creating policies, job design, recruitment, giving feedback and exploring the causes of unfollowing the rules or policies. Conversely, if the manager needs adequate skills and knowledge, is overworked, unmotivated, and is supported by the organisation, their performance, decision, and behaviour could be affected. Thus, managers bridge organisational values and processes and employee performances.

Employees are like customers; However, when employees do not reach that goal, underperformance occurs. Dealing with an underperformance employee affecting their motivation, trust, and commitment is the responsibility of line managers. According to Hutchinson (2013, p.90), employees expect a network of support from the company through the managers, that is, fair policies and processes and good relationships in organisational behaviours. He pointed out that when that fails, distrust, demotivation, and low commitment affect the employee's performance. For example, employees who only speak with the manager to hear complaints start losing their confidence in the manager and the company. Since employees are people, they have emotions, and the manager and organisation should focus on treating them fair, with empathy and respect. 
 
[bookmark: _Toc134573261]TECHNIQUES TO MANAGES UNDERPERFORMANCE

[bookmark: _Toc134573262]Capabilities Procedures 
 
Treating employees fairly when their performance is inadequate is another important task for managers. According to Macinati et al. (2022), managers receiving feedback (through informal conversations and annual performance appraisals) improve their performance and commitment towards the company. They also found a link between positive and negative feedback and how this affects the motivation and commitment to their task. Also, leadership is a factor that affects the relationship between employees and managers (Salehi and Samaneh, 2019). Both stated the importance the feedback and its effects on employees' motivation. It also is essential to highlight that learning is fundamental to helping employees develop the skills necessary to accomplish the job. Thus, managers' knowledge through coaching and mentoring contributes to increasing the desired outcomes, productivity, and employee satisfaction.

[bookmark: _Toc134573263]Informal – Coaching and Mentoring  

Moreover, employees are open to positive feedback and increase their relationships with all in the company. However, CIPD (2021) states that coaching is a tool where they can discuss in an open and friendly way how to overcome the barriers to their performances. The finding by the authors encourages managers to integrate mentoring into their tools not as another informal tactic to increase performance but as a formal tool that supports the employee and gives goals to increase their confidence and motivation to use their capabilities. Despite those results on managing low performances in employees, there are occasions where the manager needs to follow the formal procedures to ensure that performance is obtained. Thus far, managers are working with employees in an informal way to improve their performance, but when concerns are still, a formal measure should be used.


[bookmark: _Toc134573264]Disciplinary Procedures.

As stated previously, legal measures are the next step in managing underperformance. Employees' capabilities such as skills, ability, competence, behaviour, and attitudes are some of the causes producing underperformance. Additionally, the manager has the right to apply disciplinary procedures if the inferior performance is due to behaviour such as absenteeism, conflicts, not following the dress code, or foul language that could result in suspension or dismissal. According to the employment rights Act 1996, an employer can terminate an employment contract based on a lack of capabilities (ACAS, 2022). When hiring a person, organisations do not expect challenges, but because a person is uncertain, they try to plan the support needed for employees. However, it is not an easy situation to resort to a dismissal, but overall, it will benefit the company's profitability and reputation
This section has shown how underperformance in employees and companies affects performance. The main points are the manager's ability to raise employee motivation and performance through feedback, coaching, mentoring, culture, and job design. Those are fundamental to having a safe environment where employees find that t their capabilities are valuable, and not only that but the indigo as a person is appreciated. On the other hand, formal procedures ensure that employees follow them and give their best within the context of their job tasks. As mentioned, managers need to be aware of why an employee has deficient performance and act promptly to help them overcome their difficulties in a positive environment of encouragement, empathy, and honesty.

[bookmark: _Toc134573265]EMPLOYEE ENGAGEMENT AND EMPLOYEE INVOLVEMENT

Employees are one of a company's assets, but they should be managed in a respectful, strategic, and legal way to achieve employee engagement and participation. A study made by Gallup in 2021 found that employees are 80% disengaged in most parts of the world (Royal, 2022). According to the study, leadership and employee participation are factors in higher performance. Managers and employees are responsible for the behaviours that enhance an environment of collaboration, co-creation, and creativity. However, to achieve performance is essential to know what motivates employees to stay engaged and involved in the organisation. To understand employee engagement, starting with theories of motivation is a good point to show individual motivation.


[bookmark: _Toc134573266]THEORIES OF MOTIVATION

Motivation is a driver of performance and employee satisfaction, engagement, and commitment. According to Forson et al. (2021), motivation is essential to organisations to persuade employees to do, feel, and see the work as a place of growth, stability, and freedom. Motivation can be seen as an individual trait that pushes people to behave positively or negatively in the workplace. Maslow’s hierarchy of needs theory states that there are primary and secondary needs that each person is looking to fulfil (Mcleod and Evans, 2023). See Figure 1, where the primary (basic and psychological needs) and secondary (self-fulfilment needs) impulse people to behave. According to Thant and Chang (2020). Herzberg’s two-factor theory of motivation-hygiene states that two factors affect motivation in individuals, causing satisfaction or dissatisfaction a work. Figure 2 highlights those factors.
Figure 1 Maslow’s Hierarchy of Needs.
[image: Maslow's Hierarchy of Needs]
Source: Mcleod and Evans, 2023.
Figure 2. Herzberg’s two factor the0ry.
[image: Herzberg's Theory: A Guide for Boosting Employee Motivation | Indeed.com]
Source: Indeed, 2023.
Those theories' findings show how they affect the relationships between colleagues, managers, and family (Thant and Chang, 2020). Also, the theories highlight the extrinsic (tangible rewards) and intrinsic (intangible, psychological reward) motivators to accomplish the job. For instance, the employee is motivated to work on a project because the motivation says they will have a payday off when they finish the project. The motivator factors are finishing the project, getting recognition and their reward. However, the project finished, and the day off was granted but not payment. In this case, the employee felt dissatisfied and complained and will remember to refrain from collaborating with false promises next time. 
Other theories try to make the differential point between individuals. The expectancy theory expresses that individual is motivated by the rewards of their effort in the task (Rehman et al., 2019). Moreover, the theory of Goal settings similarly expects that employees work with goals in mind to increase performance. Goals should be defined, and acknowledged by employees, with time scales, measured and overall have the necessary skill and knowledge to perform the job (Hutchinson, 2013, p.65). Goals are the direction where the employee goes within the organisation. Nevertheless, not all employees are the same, so managers must work together to create goals that benefit both the company and the workers.
[bookmark: _Toc134573267]EMPLOYEE ENGAGEMENT

After defining motivational theories to understand employee engagement, some definitions could help clarify why it is crucial for organisations. Employee engagement is defined by Pendel (2022) as a ‘psychological commitment to one’s work, team and organisation’. Also, Armstrong (2022, p.218) adds that engagement is when people behave with a purpose to achieve organisational goals. He argues that the work environment should promote personal growth with the right resources. So, performance management helps employees identify their values and goals with the organisation and create a plan to nurture their talent to maximise individual and firms' performance.

Communicating with employees is essential by including them to participate actively in the actions taken. A helpful example is when an employee speaks with the manager and feels heard and understood when he can explain the best plan for him to progress in the company. He feels purpose and values and does not think about leaving. However, managers need to assess where the employee is and plan accordingly. Surveys through the website can be done in informal conversations to obtain the correct data to analyse.

[bookmark: _Toc134573268]
EMPLOYEE INVOLVEMENT

Organisations need to create not only an engaging environment but one where employees participate (Oblekwe et al., 2019), employment involvement could be defined as the cooperation of management and workers towards actions, tasks and voices that affect them. For instance, managers agree with employees about the best options for implementing training to cover their needs and satisfaction. However, dissatisfaction can occur if managers expect to increase productivity in times of crisis where employees’ attitudes are affected (Garmendia et al., 2020). According to the theory of expectancy, more effort equals a reward. Participation of employees should be rewarded with incentives because they are taking their time, emotions, and courage to offer solutions toward a common goal. Hence, employee engagement creates an emotional connection, but employee involvement is a physical connection that could enhance performance if managed within a respectful, positive, and rewarded system.

[bookmark: _Toc134573269]FINANCIAL AND NON-FINANCIAL REWARDS

Organisations that support and encourage employees promote a well-being culture where talent and performance are rewarded. Reward systems are networks of process between goals, evaluation and pay (Armstrong and Brown, 2019, p.22). Employee performance is related to the adequate rewards an employee receives to cover their basic needs (Noorazem et al., 2021). Rewards can be monetary or non-all, depending on the organisation's system and the capabilities that are rewarded. Financial rewards include bonuses, team profit sharing, merit pay for high achievers, and stocks. Non-monetary rewards could be fitness program discounts or memberships, vouchers for diners, items, or cinema, car, vacation, and transport benefits., training, workshops, learning and development, and flexibility

[bookmark: _Toc134573270]RECOGNITION

Another type of reward is recognition. Recognition encourages positive behaviours and attitudes (Armstrong, 2022, p.222). Also, according to a Gallup study, recognition increases productivity by 9%; in other words, recognition is how the company exhibits appreciation towards employees. In addition, recognition can be challenging to measure due to the need for more honesty of employees towards their managers. However, a study by Presslee et al. (2022), where they used recognition programs for their teams, found that small acts of appreciation as thank you cards, and a gift affect the effort an employee puts into their daily activities. It also shows the way they treated others and their customers. People feel they do not need big rewards to feel appreciated, so company appreciation programs should form part of their culture to have positive psychological effects. 

In contrast, Maslow's theory identified the primary needs as motivators, but Herzberg's two-factor theory state they are motivators for dissatisfaction. There are some disadvantages to the goal theory, such as complicated goals leading to employees failing to reach them and underperformance. Moreover, the expectancy theory's weakness is the difficulty for a manager to know what is valuable for an employee to use as a motivator. These theories help understand the individual and employee, but not all can apply in the same industry or culture. The most important for an organisation is to understand that they should have systems that reward behaviours that increase productivity, satisfaction, well-being, morale, learning, and overall performance. 

In summary, employee engagement is related to several positive or negative factors. Many companies fail to engage employees because they need the appropriate systems in place or because of a lack of knowledge on how to do it. The employees are assets that should be supported with resources that enhance their talents and psychological and physical well-being. It is not easy for a company to create a system quickly because it is a long process where all need to change their mindset towards a better understanding each other and how cooperation will help achieve the desired goals. Managers, line managers, and supervisors need knowledge of the approaches to engage employees; However, they also need a continuous feedback environment to avoid disappointment and increase trust in employee relationships.

[bookmark: _Toc134573271]RECOMMENDATIONS

After giving broad information about performance management and its relations with employee engagement, the following are recommendations in the long and short time to address the new performance management system in SainCo.
As mentioned previously, the Motivational theories, the AMO theory, management by objectives and 360 feedback were considered in creating this plan. The plan consists of four stages (Us, See, Opportunities, All the time), where the main features will be presented. Each stage will be started with observation, feedback, evaluation, and feedback. Before starting the plan, it is indispensable to analyse where people are, their needs, and what the company wants to get. All staff must work on it, starting from the top to the bottom of the company.


In the first stage, "Us", employee involvement is necessary to identify the skills and knowledge they need to accomplish their role. After this, employees' conversations and workshops will be necessary to enhance the skills necessary to accomplish their role. In these conversations, the creation of specific goals and goals for each one is necessary to know what is expected. However, do not forget the recognition of small acts as a "thank you" for being honest and acknowledging the gaps and strengths of the job. 
In the second stage, "See" will focus on constantly checking to encourage and find challenges that can appear. These checks can be done informally, every day without being controlled, but formally once a week is enough to show employee care and to give freedom to realize their duties. The creation of a diary about "the best thing that happened this week was…" a description of what happened and what feelings provoked the situation. However, it can do it with the most challenging situation, such as "the most difficult part I had this week was…" and how it was resolved. These prompts will help managers and employees focus on self-awareness of their emotions, skills and how to improve them.
The third stage, "Opportunities", will be about what can be done in an environment like the company, when it is busy or not. The diary used in the weekly review should be used to analyse how the skills can improve or what other skills are necessary to be successful within the company. Plan learning through online platforms, workshops, coaching, mentoring, reading, videos, or anything the employee agrees is the best learning method. Another helpful tool is the 360-feedback appraisal that gives information on what people think of the employee in their job and attitudes towards their colleagues and customers. 
The last stage, "All the time" will be about what needs to be done after all the informal or semi-formal procedures are exhausted and employees still perform poorly. Communication is always essential, but the correct information helps employees realise their shortcomings and what will happen if they do not improve. It is the responsibility of the manager to act when an employee is underperformance because this affects other colleagues and company productivity. However, also affect the employee because he could stress, negatively change behaviours, and feel isolated without help. 
Those stages program not only focus on the points in each stage but on constant observation, feedback, evaluation, and feedback. The program is circular, an ongoing plan that can last as long as they want to execute it. 
This system will be first learned by managers and supervisors, then by the rest of the employees. As mentioned before, the mindset is an essential factor in accepting or not the new performance system. So, the organisation must hand adequate information on how the system will be, why it is necessary and the outcomes. The information should be done through handbooks, the company intranet, social platforms and in-person chats. The use of social media channels will help integrate the system if small groups are formed and communicate with the manager or supervisor through these channels.







[bookmark: _Toc134573272]CONCLUSION 

Performance management is a topic that has many interpretations, especially related to HR practices. Companies need to learn how to approach this system within the company process. However, they only need to be convinced that Performance management is a system that helps increase overall performance, not only evaluation.

Through the years, many approaches have been tested and applied with different results. However, all have in common that continued support from the organisation to managers and employees leads to better results and more satisfaction at the end of the year.

Companies like Saint Co should use the desire to change and implement the performance system into the culture to see the desired results. The new performance system will enhance not only the relationship with their employees but could give them an advantage in the market. However, they must consider that people prefer to avoid changes, and the new system could encounter resistance if the appropriate consultation with the employees where not considered. 

Performance management is evolving to be a process that companies use to create, plan, monitor, review and measure employees' skills and actions. The main objective is to adjust the employee's capabilities with company goals. However, remembering that performance management should be used to create, maintain, and encourage relationships between managers and employees. 
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