Task four- Guidance document (Performance management and reward) 

· Explain the purpose and typical components of performance management. (AC 4.1)
Performance management can be used in a variety of different ways, often depending on people’s experience of it. It is an overarching term which covers the full spectrum of people management, from induction through to allocating work, agreeing performance objectives, monitoring work, informing reward decisions (Waite et al.,2021, p.161). It can set expectations and monitor individuals progress and provide feedback on their development. The purpose of performance management is to ensure that the company is successful, and to ensure that everyone is working towards the success of the business. This can be achieved through good customer service, which will lead to engaged employees. 
In addition to this, to ensure sound performance management Inter Luxe Hotel Group could have clear performance planning. This could be having clear job descriptions to ensure that everyone is aware of what is expected of them in order for them to excel in their roles. They could perform annual appraisals to assess the employee’s performance over a period of a year to see if there has been any growth. If there has been growth, they may wish to grant their employees with potential bonuses or pay incentives to engage and reward employees for their hard work. On the other hand, if an employee has had an appraisal and they require improvement, then they could put an employee on a performance improvement plan (PIP). This could provide the employee with clear goals and timelines on when they need to be completed, which could help support the employee by providing a structure when they underperform in their role. 

· Explain two factors that need to be considered when managing performance. (AC 4.2)
When managing performance, it is important to consider processes that are fair and follow the companies’ objectives and values. Employers could set SMART objectives and outline clear expectations that is expected of each person in each role. Once these have been set it can help the business understand the level of skill each employee has, and it can help to clarify the goals for each employee to reach. These goals could be different for each person. It can also help the business identify areas of improvement in an individual’s skills and can potentially look into their capability of the role. For example, if an employee lacks the skills and capability to perform in their role, their performance will be limited and there will not be much room for progression and improvement (ACAS, 2025). These can be identified by having regular performance reviews, the employers will be able to assess the capability, and it can aid them in managing performance as they can chose to give more responsibilities to others if an employee feels overwhelmed by certain tasks or if they are unable to perform in their role. 
In addition to this, if an employee does not feel motivated to learn and improve this will negatively impact their performance. For example, a senior employee who is very skilled in their role might still underperform if they lack the motivation. This can be monitored by providing feedback to the employee which could improve their engagement in their role. 

· Explain different methods of performance review. (AC 4.3)
There are a variety of different performance reviews that can be undertaken to evaluate the employee’s performance. For example, an appraisal could be undertaken to evaluate an individual’s performance and can be carried out typically once or twice a year (Waite et al.,2021, p.162). A downside of only discussing them once or twice a year is that it can reduce any learning opportunities as without regular feedback from managers, it will not allow the employees to improve. Also, it is important to not focus too much on the positive as it can have a negative impact on the employee and it can make them think that they are perfect. On the other hand, it can be a good opportunity for employers to have a structured system of long-term planning and tracking an individual’s progress. It allows the employees to address any concerns they have about their current role, and it allows the employer to provide feedback to the employee about any areas in which they can improve. It can also provide development opportunities for the employee’s personal development. 
Another method of performance review is that the employees could do a self-assessment on themselves, and it will allow them to evaluate their own performance. It can help promote self-reflection and it can allow them to take responsibility for their actions. A downside of this can be an employee ranks themselves too highly and thinks they do not have any areas for improvement. 

· Explain the key components (financial and non-financial) that are required to achieve an effective total reward system. (AC 5.1)
An effective total reward system covers the tangible and intangible aspects of work that people value and how it can form to become part of a reward strategy (CIPD, 2025).  The key components of financial rewards (Extrinsic) that are required to achieve an effective total reward system can be bonuses or pay incentives that link to performance. If someone is looking for financial rewards, it means they are motivated by salary and benefits which involves themselves. It can mean they only produce their work to the business standard to reap the financial benefits. Employees who are motivated by financial rewards could be interested in receiving benefits such as healthcare packages or paid time off. On the other hand, non-financial rewards could be flexible working within the business. For example, if someone has the option to flexible working it will make them feel valued and trusted, which aid in their psychological safety. It can also improve employee engagement, when the employees feel like their work is being valued and all of their time and efforts. If an employee is motivated by non-financial rewards, it means they value job satisfaction and they could hope for continuous career progression and growth. These employees could be looking for rewards like career development and recognition for the work undertaken. Both are financial and non-financial are important in achieving an effective total reward system. 

· Explain how reward can motivate employees to perform. (AC 5.2)
Reward systems are a great way to motivate employees as it can give them initiatives to work harder and be more productive. There are two types of factors that can affect motivation, and these are internal and external factors. Internal factors can be when an employee gets motivation and feels good about the work they produce. External factors are driven by power, and it is usually a reward they are after. Linking to this, Herzberg’s Motivation- Hygiene theory distinguishes between motivator factors which can be the internal factors, such as the employees having recognition, achievement in their work, and growth and advancement. On the other hand, there are Hygiene factors which are the external factors, such as employees being motivated by increased salary, working conditions or job security.
All of these factors are important but using these along with not promote a motivated workforce. The business should consider all factors such as work performance, workload, and potential for growth individuals (Waite et al.,2021, p.169). This can mean that using hygiene factors alone will not motivate employees to work harder and be more productive, it could cause them to become unmotivated if they are not presented with good working conditions, policies and rules, basic wages and salary. Whereas motivators can encourage employees to work harder through given them recognition after completing a difficult task for example, achieving personal growth and responsibility. Rewards can motivate employees to perform by building a sense of healthy competition within teams and departments, by pushing employees to go above and beyond to help their customers have a great experience. This can aid in their becoming more productive and engaged as a result. 

· Explain at least two reasons for treating employees fairly in relation to pay. (AC 5.3)
Employers need to treat their employees fairly in relation to pay in order to comply with legal minimum standards like national minimum wage (NMW). Every employee needs to be paid at least NMW for their age by law and the employer must pay a minimum amount on average for the hours they work (ACAS, 2025). This is a hygiene factor, and it will help employees feel more motivated, especially when they are being fairly compensated for the work they produce. It can make them more engaged and productive as a result. It also aims to ensure that the business is legally compliant with the Equal pay for equal work right, which is enforced under the Equality Act 2010. It refers to the right for men and women in the same employment and performing equal work to have equal pay (CIPD, 2025). 
Moreover, if employees are being paid fairly it can make them feel respected and valued in their workplace, which can boost their morale. It can also mean that motivated employees who feel valued are more likely to stay in the organisation for a while compared to an employee who does not. In addition to this, employers who are paying their employees fairly find that it can reduce their annual turnover which can aid in high staff retention and can avoid potential recruitment costs. 
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