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Essentials of People Practice – Task 4

 
Performance Management and Reward – Briefing Paper
For our people professional and management team at Healthcare on Hand, we want to ensure that the entire workforce’s performance is managed efficiently and effectively and that they are rewarded for their hard work when necessary. The goal of this paper is to help you understand why it is performance management is necessary within an organisation and the benefits of having it in place. As well as a general understanding of performance management, this paper will provide different methods of how management and people professionals can utilise this in the workplace to monitor employee’s strengths and weaknesses and how having a performance management system in place will assist in the growth and potential of Healthcare on Hand. 
The Purpose of Performance Management – A.C 4.1
Quoting Lockett (1992), Hearn (2019) says that developing individuals with the necessary commitment, abilities, and competencies for cooperating on shared meaningful objectives within an organisational framework is the goal of the performance management system. This indicates that performance management is monitoring how well an employee is at their job – nowadays, however, according to Hearn (2019) todays purpose of performance management includes the latter but also what the company can do for employees to maintain engagement and motivation. 
There are various components that go into an effective performance management system. Lauby (2017) lists five components. The first one is management involvement. This is where it starts for performance management as its employee’s managers who need to be active in setting performance expectations for the employees. The next two are goal setting and learning and development (L&D). Managers can give employees various goals to complete during a set amount of time and then after that time has passed, these goals can be reviewed to see if they have completed them or not. This is where L&D comes in as the organisation can then provide the correct training resources/courses and development plans unique to the employee to help their career. 
The last two are feedback and coaching and ongoing conversations. This is all down to communication: managers need to let employees know what they are doing well and what they need to improve on. This will mould the employers to become better performers for the organisation and that level of communication will create a positive culture throughout as employees will feel valued and genuinely supported. 



Factors to consider when Managing Performance – A.C 4.2
When managing employee performance, management need to be wary of some factors. The main factors that Waite et al. (2021) say are motivation and capability. They say that motivation is employee’s willingness to do something. Maslow’s Hierarchy of Needs is a model that highlights the needs people require in order to feel motivated. These are:
· Self-actualisation: the need to fulfil one’s potential to follow one’s passion
· Esteem: the need for recognition and respect of others
· Love/belonging: the need to have relationship and community with others and to feel connected to others
· Safety: the need to feel safe and secure and to have physical and financial resources 
· Physiological: the basic needs like food, water and sleep
When looking at these motivational factors, it is clear to see the various needs an employee requires to feel motivated to be a strong performer in the workplace. Organisations have all the power to satisfy these needs by offering support and development, creating a positive and diverse culture and by providing them with the tools and resources needed to allow them to perform well. 
Capability is a factor that must be considered also. Capability, according to ACAS (2022) is the employee’s capacity to perform to their organisation’s standards in work. In some cases, employees become incapable of performing in their job role due to illness or disease or just that they don’t seem to be able to do certain things correctly. Employers can offer support, training and counselling to help any incapable employees. 
Methods of Reviewing Performance – A.C 4.3
Performance management needs to be reviewed for each employee to see their strengths and areas of focus. There are several methods to how performance management can be reviewed. Below, are five methods that Milligan (2016) suggests are useful for organisations to review performance. 
· Self-Evaluation: This gives the employee the chance to reflect on their own work performance and to tell their manager what they feel their strength are as well as the areas of focus they feel they need. This can also tell the manager if the employee views the self too high or too high – it opens the opportunity for an insightful and honest conversation between both parties. 
· Managing objectives: This links directly to the goal setting as discussed in A.C 4.1 as this is where the manager goes through the goals that were set for the employee and discusses with them if they have completed them, close to completing them or a long way off of completing them. This is an opportunity for managers to review these goals and offer new goals, or a different approach to some areas if some goals aren’t met. 
· Ratings/gradings: Probably one of the most popular methods of performance management, a ratings or grading system is where managers will have a criteria of different factors such as overall performance, teamwork, quality of work, timekeeping etc. and these factors are rated/graded.  
The manager can offer explanations to why they have chosen the rating/grading and the employee can say if they agree or not.  

Key-Components for an Effective Reward System – A.C 5.1 

To thank employees for their hard work and dedication to an organisation, the employers can show recognition by having a solid reward system in place that recompenses the employee when applicable. For this system to be effective, there are several components that need to be considered. Morris (2021) gives five components. The first one is significance. The reward needs to be significant and valuable. For an example, a restaurant employee could have an incentive in their next pay and a free meal in the restaurant with a plus one as reward.  

The next component is equity. Rewards need to be fair across the workforce. Some employees on the same level should be given same rewards. Looking at rewards from other companies can help provide fairness too as it will ensure that your employees are getting the same level of reward that other companies provide. Supervisors and senior management will be offered slightly increased rewards such as a higher incentive pay which is normal, but fairness can still be kept across the board.  

Rewards also need to be flexible. Rewards should be able to change with the changes of the literal performance of the employees that is compared to their expectations. This ensures that rewards don’t become stale and boring and always be seen as desirable and personal. 
Cost-effectiveness is another component as rewards are not free as they cost the organisation to some degree. Taking the cost of rewards into consideration will help the organisation keep its effectiveness. There needs to be a balance of organisations providing rewards that are desirable and valuable to the employees but also affordable. 

The last component is visibility. The rewards need to actually be seen by the employees as it will help motivate them into high levels of performance. Employee self-esteem and recognition will be satisfied with this.  

The Relationship between Reward and Performance which links to Motivation – A.C 5.2 

Organisations need to thrive to increase and maintain employee motivation as it will increase performance. It is a constant cycle. Hamlin (2019) supports this as she says that rewarding employees motivates them to work harder and therefore be more productive. She also says that by rewarding and recognising employees makes them happier, increasing their wellbeing and job satisfaction.  

Employee recognition can increase trust as well. Keeping employees happy will give them trust in the organisation as they will feel that the organisation has their best interests at heart and are encouraging their development. Employees will be less likely to leave as well if they are satisfied and comfortable in their job, helping the organisation retain their talent.  
The links in this are clear: rewarding employees will increase their motivation to work harder which will increase their work performance, making them appreciate the organisation more.  
 

Treating Employees Fairly in relation to Pay – A.C 5.3 

Other than it being a legal requirement, there are huge benefits to having equal pay across the workforce. One benefit for equal pay is it will increase morale amongst employees, according to Quain (2019). He says that organisations are communicating a powerful message internally and externally that they value their employees the same regardless of gender or any other factors. Female employees will know they are on the same level as their male counterpart which is the case. This will also create a culture where men and women are working in harmony together and not working against each other.  

Quain (2019) also provides another reason which is organisations will be able to attract a better applicants. When an organisation establishes a reputation that offers equal pay in the workforce, more applicants will be drawn to that company. Applicants want a career with equal opportunities and career growth and all the best companies can offer this – pay is always the most important factor. This is the same for differences in age as well – younger employees doing the same job as an older colleague should be on the same wage too as the age difference is irrelevant.  

To conclude this paper, it is clear to see the great benefits having a performance management system in place for us here at Healthcare on Hand. By monitoring our employee’s performance, we can see how we are to develop them into be even better employees for us. Having this system in place is vital, but we must first consider the different factors that go into one such as employee motivation and capability – how capable are our employees at their job roles and what motivates them. We need to establish what the preferred method of doing this is as different methods managers employee performance differently.  

With this system in place, we need to offer rewards as well as this will motivate the employees to perform better. We want employees to feel values and enjoy working for us so these rewards will do this. We must do it fairly, so everyone feels the same sense of value.  
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