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HRM challenges for Dairy Farm (HK local company) and Costco (Non-HK company) 

Company Background
Dairy Farm is a well-known local international retail and catering company and is also the main stakeholder of Maxim by diversification. It is the local Hong Kong company under review for challenges and actions relative to Staff Recruitment and Performance Appraisal as the two key HRM issues whilst expanding their business to overseas in Asia. Some of their local famous brands include 7-eleven, Wellcome for retail & Spaghetti and Oliver’s Super Sandwiches etc (Hidden Hong Kong: A history of local Hong Kong dairy farms, 2021). Its operations currently cover 12 Asian markets and territories with over 9,997 retail outlets. However, due to the social issues in early 2019, the related business of Dairy Farm has suffered a loss of about USD13.2 million in the first half year of 2019. It was the decision of the senior management to slow down their expansion both locally and overseas 

Costco is an American multinational company, a non-Hong Kong Company under review for comparing its challenges and actions relative to Staff Recruitment and Performance Appraisal as that of Wellcome though their setting up and strategic markets are different. Costco is operating a chain membership warehouse club and is the second largest retailer in the United States after Walmart and the sixth largest retailer in the world (Barnes, J.M., 2013). As of 2016, Costco became the world's largest retailer of selected premium beef, organic food, roast chicken and wine (How Costco Works Business & Revenue Model, 2021). They are adopting a warehouse club business model to operates their business and are selling products in large quantities by wholesale such as buying 30 packs of toilet paper which most of their competitors can’t offer (Barnes, J.M., 2013). Their retail location is called a "warehouse" rather than a "shop", the shopping environment is simply decorated with piles of cardboard boxes on either side of the concrete floor aisle. Its strategic plan for growth is extending their footprints for business by international expansion in targeted locations of different countries mostly in Europe and United States. No doubt challenges in key HRM issues such as Staff Recruitment and Performance Appraisal will be determinable while expanding their business internationally which is similarly to Dairy Farm. 
Literature research
This aims to evaluate how the international expansion has led to different HR management challenges and actions when the local HR Team upgrades into an international HRM.

Research questions
1. [bookmark: _Hlk90906039]What difficulties that HR managers will face when the company is growing in a fast pace and overseas?
2. How Wellcome and Costco has tackled with the challenges of HRM issues and the way how their HR managers experience and approach to solve the issues?
3. How HR managers can capture the concern and enhance competitive advantages in the retail industry to meet their stakeholders’ expectation?

HRM challenges
[bookmark: _Hlk90823860]There are similarities in business between Dairy Farm and Costco. Dairy Farm is seeking for opportunities to follow the path of Costco and to expand their business overseas in Hong Kong and countries in Asia. To achieve this target, a digital transformation of Human Resources Management (HRM) is needed. However, to achieve a mature business model, both Dairy Farm ad Costco are taking efforts in overcoming the 2 key HRM challenges solutions respectively from:
•	Staff Recruitment
[bookmark: _Hlk90822948]•	Performance Appraisal
There are several kinds of key drivers for digital transformation considering adoption of AI, Robotics, Big Data.  Costco has achieved relatively higher level than Wellcome for the transformation by using robotics to automate high repetitiveness production process e.g., packaging products as revealed by Automation, W. and Automation, W. (2021). The robotic manufacturing process coordinates with the e-commerce which helps Costco to boost up their sales quickly and achieve cost leadership due to its streamlined product line, supply chain and operational efficiency, and a highly productive workforce (Slocum, J., Lei, D. and Buller, P., 2014.). The strategic focus also follows the "14% rule" and promotes sales with a combination of low-priced and high-quality products which means that all Costco product price will never be 14% higher than the wholesale price (15% for store brand Kirkland products), regardless of what the sales situation is in the society or what the competitors are doing. In addition, the warehouse model means that operations are less complex, and companies can reduce or eliminate certain costs associated with inventory, transportation, handling, and display of products (Slocum, J., Lei, D. and Buller, P., 2014.). Comparatively Dairy Farm is at the beginning of their roadmap of digital transformation. Launching of ‘Yuu’, a brand-new shopping apps is in early stage to enhance customer experiences and adoption of loyalty programme to customers by improving their customers’ satisfaction from purchase and on its planned milestone to proceed digital transformation in different dimensions by minimizing impacts from people management. Digital transformation of key HRM issues is an example that Wellcome is taking steps to streamline its operational efficiency from staff recruitment and performance appraisal for a highly productive workforce according to Slocum, J., Lei, D. and Buller, P., (2014). 

Staff Recruitment
While the HR managers of Dairy Farm can follow the path of what Costco did in digital transforming for staff recruitment and performance appraisal, there are inevitably challenges while processing the transformation. The first one should be staff recruitment the staffing management. Retailing industry is a labor intensive that recruitment of staff for hiring right is always an essential part to create competitive value for the company. It is vital for the HR managers of Dairy Farm to hire people with certain degree of knowledge and interpersonal skills instead of hiring quickly (Retail Recruitment: challenges and solutions in a fast-changing industry, 2021).
According to McKinsey, when consumers are helped by employees with high product knowledge and strong interpersonal skills, the conversion rate increases by 9%. However, the root cause of the problem for most of the retailing company is that it is too difficult to attract talents or workers to engage themselves in high degree towards their job duties. Most research articles publicly released that the retail industry is seriously facing a new obstacle whilst getting rid of the pandemic-finding and retaining talent. The Society for Human Resource Management (SHRM) conducted a survey of 1,200 employers on the COVID-19 labor shortage in July 2021, which revealed that nearly 90% of them stated that they were working to fill vacant positions this summer, and 73% said they saw these positions while the number of applications reduces the number of difficult-to-fill positions (imercer. 2021). With the above facts, it is obvious that more employees are fundamentally re-evaluating their current roles and concerning much the roles they play in daily life. During the COVID-19 pandemic, the employers and employees both get hurt. For the employers, they are struggling to cope with the shortage of personnel. While for the employees, they found it is very difficult to fulfill their own job expectations. According to SHRM analysis about he reasons why they aren’t tempted by labor markets; it is found that 38% of workers feels that the applying roles didn’t match with their expectations (Minimize Global Crises' Impact on Employee & Customer Experience, 2021).

It is also found that Covid-19 is not the ‘single killer’ resulting the labor shortage problem in the retailing industry according to a report from the US Bureau of Labor Statistics (BLS) in July 2021 which revealed that the number of employments in the retail industry has fallen by 270,000 since February 2020 in United States. The report also pointed out that the average hourly wage has increased for the third consecutive month. Retail organizations have confirmed to Mercer that raising wages above the minimum wage or even the recommended federal minimum wage of USD15 an hour is not enough to attract job seekers to open their jobs (imercer. 2021). 

Based on the above findings and analysis, we can see that the society issues forced the retail industry to transform digitally the traditional business model in HRM issues to a more updated one aiming to improve vacancy and recruitment of new talents and workers in support of existing setting up and expansion of retailing business overseas. Compared with other retail companies. Costco's per capita sales and profits are higher than the industry average, employee productivity is higher, customer satisfaction ranks higher, and employee turnover rate is lower as advised by the current CEO Craig Jelinek who summarized the company philosophy that in the long run, it is needed to minimize employee turnover and maximize employee productivity, commitment and loyalty, instead of reducing wages to a minimum, overall profits will be higher (Slocum, J., Lei, D. and Buller, P., 2014.). Costco will be a mature example for Dairy Farm to follow if they want to expand their business internationally during this pandemic and in the course of expanding their business outside Hong Kong with doing right in key HRM issues and staff management.
Performance appraisal 
The performance appraisal system is still one of the most important functions of HRM in the 21st century since the performance of workers or employees is always essential for an organization to be more effective and competitive compared to their competitors. Due to the continuous development of information and communication technology, the world is becoming non-boundary and countries are globally interconnected. Staff and performance evaluation activities are often discussed and reviewed in a transparent manner as what Costco has been doing and that in an organization, trade unions and trade unions are no longer taboos (Ahmad, Rusli, and Sopian Bujang, 2013).

While Dairy Farm is also in an early stage processing the digital transformation in HRM issues, the standardization about judging the performance of the employees should be regularly reviewed and renewed. Transforming the business model will thus cause adaptability of the employees. This is because some new business objectives or vision will be made during the transformation. Performance appraisal involves evaluation of two main participants, namely the appraiser and the appraisee. To perform performance evaluation, both parties need to refer to the organization's vision and mission according to Ahmad, Rusli, and Sopian Bujang (2013). With a standardized performance appraisal system, the employees will know how to impress their managers and they will know by keeping up a standard quality of performance they will have a high chance rewarding salary increment or promotion. According to a local job finding website, the working experience in Dairy Farm is only at a moderate quality. Most of the resigned workers claims that their pace and amount of salary raising is really slow. One of the resigned workers claims that he had been working under Dairy Farm for 5 years, but he didn’t receive any promotion and the raise of salary is only HK$300 per year (JobJobSend, 2021). Based on most of the reviews and comments, the performance appraisal of Dairy Farm is not effectively done and digitally transformed with insufficient transparency by the human resources management. This results a disappointment for some experienced employees because the company didn’t pay enough attention and recognition to their working effort and rewards. 

Costco has a more mature performance appraisal system in stage of digital transformation, level of transparency corresponding to rewards from performance assessment than Wellcome. Their performance evaluation is based on annual formal reviews and informal feedback meetings, emphasizing customer service, efficiency, innovation, and hourly teamwork. The review of executives and managers focused on sales growth, operational efficiency, customer satisfaction and innovation. At the same time, the company encourage store and department managers to have an entrepreneurial spirit and make local decisions to improve performance in these areas’ taboos (Ahmad, Rusli, and Sopian Bujang, 2013).

Recommendations for Dairy Farm
Both Diary Farm and Costco have different HR challenges, problems, scope of similarity, how different the challenges and what their HR managers and stakeholders have taken place to solve the issues will be crucial. Dairy Farm should immediately review in all dimensions of its digital transformation, appropriateness of key HRM issues of staff recruitment, performance appraisal and transparency of HRM and relative standards to rewarding scheme in all levels. Relative standard is one of the categories of appraisal methods by comparing individual since these methods are relative standards rather than absolute measurement devices that the most popular relative methods are group ordering, individual ordering, and pairwise comparison by Jafari, M., Bourouni, A. and Amiri, R.H., (2009). 

To ensure a successful business model transformed by Dairy Farm, Costco is setting up a very good example in staff recruitment and performance appraisals as key HRM issues for them to follow: 

Short term
The COVID-19 pandemic has created a particularly challenging environment for human resource management. Dairy Farm managers should quickly step into the unknowns to help employees adapt to and respond to fundamental changes and improvement in their working environment. 

Virtual form of recruitment and online psychometric assessment should be implemented. This new practice will certainly attract new joiners in the ways that are different from traditional face-to-face methods. It is an effective and cost-saving method which can help Dairy Farm attract new youngsters in a short-term. The recruitment cost is relatively low throughout the process than face-to-face interview as the online meeting software is low, one-off and flexible (e.g. zoom, Microsoft teams). It only requires HR managers and interviewers to have knowledge and skills to manage it.
Advantages
· Cost saving without travel or accommodation costs
· Easier to vet and sort the candidates in a shorter space of time
· Reduce paper work
Disadvantages
· Connection issues
· Lack of body touch and sense of interpersonal skills from face-to-face

Mid term
In order to attract more young talents, internet image is a must to develop (e.g., IG pages, Facebook pages). Nowadays, more companies like to recruit people through internet pages since it is more easily to be seen or search by youngsters. As the technology keeps on improving in a face pace, the rely on internet will just become larger and internet is a cheap and effective ticket to promote business worldwide. 
Advantages
· Easy to spread the messages worldwide
· Easier to attract youngsters
· Easier for people to remember the brand or logo
Disadvantages
· May receive large amount of application which doesn’t reach the standards
· Large infrastructure cost
· Online security issues
Long term
The company should develop a new and transparent performance appraisal system tied to rewarding schemes to all levels in different countries subject to review by formation of a focus group consisting of members from senior management, HR manager and employees of different levels for review from time to time. The Dairy Farm managers should also manage their team performance on a regular basis and ensure that the company objectives or desired action is shared and written clearly on staff playbook. Besides, the performance evaluation should be as measurable as possible to avoid bias with action plan and agreed timeframe. The goal is to keep the ideal action at the forefront of the employees. 

Furthermore, Dairy Farm should try to provide more benefits for their workers to motivate them and develop a good international image worldwide like Costco. It will be difficult for them to follow Costco hiring people with a high amount of salary as this may hurt the whole organization salary system. However, Wellcome should do it step by step and can try to provide incentives to encourage performance of the frontline staff who has achieved their targets. 
Advantages
· Effective performance appraisal system can easier to motivate workers
· Good for retaining high ability workers
· Build a good brand image worldwide
Disadvantages
· Higher workload for managers
· Large amount of data to access
· High cost





Conclusion
In today’s enterprises, it is seen that the traditional methods used for the management of business processes are no longer sufficient. However, it always takes time to process digital transformation of business model. Dairy Farm and Costco are two similar companies but working in a different level. Both their HR managers will face the difficulties of hiring the right talents and filling of vacancies especially if it involves business expansion overseas and under the impacts of Covid-19 pandemic which demand more digital transformation of HRM from on-line recruitment to the best talent retention.  

Though Dairy Farm has their ambitions to expand internationally, their HRM including performance appraisal is insufficient which need formation of focus group to review their suitability and transparency regularly and to get the rewarding scheme tied to performance. Costco has set up a rather good example in both digital transformation and key HRM issues from staff recruitment, performance appraisal to the best staff retention in support of their roadmap to expand business internationally that Dairy Farm should follow some of their good ways how to bring in new opportunities and to enhance competitive advantages to meet their stakeholders’ expectation.
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