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AC 4.1

Performance management is the process of assessing and managing the performance and teams through the setting of individual and team performance goals and setting out how and by when those goals are to be achieved. 

Performance Management is important as it the performance of people within an organisation which can determine the performance of the organisation as a whole in achieving its goals. Performance can encompass both individual and team work outcomes and behaviour.

The process of performance management has several components which are important in ensuring that the process is effective. The first is that an organisation should have a clear and formal approach to performance management which is optimised for the needs of that specific workplace, the organisation as a whole and the employees. 

The second component which must be considered is the need for a system for formally recording performance management information, outcomes, targets and next steps. This is important as it will be a formal record in the event of any future disciplinary actions, legal challenges and crucially as a tool for reviewing progress, measuring success and setting further goals and actions. 

The third component is that in order to measure performance it must be clear what is expected of an employee in their role. To that end it is important that an employee’s job description and requirements within their role are clearly defined. This enables progress to be measured in a more objective and defined which is aligned to the goals of the organisation.

The fourth component is that in order to be meaningful and fair there must be an objective way of collecting performance data. For example data on an employee’s attendance or punctuality is more useful and is likely to be more accurate than anecdotal evidence or perceptions of an employee’s attendance and punctuality. Likewise with data regarding task performance. Clear data also enables realistic goals to be set and progress towards improvement goals to be objectively measured.

The fifth component is that a system of enabling any goals set during performance management to be achieved. For improving performance of work related tasks for example it would be necessary for a system for providing additional training be in place if training or knowledge is identified as a cause for underperformance. For absences caused by illness there may need to be a system in place for managing this with support from departments such as occupational health. 

The sixth component is that the performance management and other policies, practices and values and systems within the organisation are cohesive and work effectively together.  For example, if the recruitment processes are poor then this has the potential for increasing the likelihood that unsuitable candidates are recruited or newly recruited candidates are not provided with the training they should receive. This in turn increases the likelihood that an employee has a negative experience by being given improvement targets when the underlying cause may be with the organisation or management rather than the employee themselves. If an employee feels they are being blamed for poor performance when the cause is lack of training for example this may cause a loss of morale or they may feel they wish to work for another organisation.




AC 4.2

There are two main factors which impact on performance at work: capability and motivation.

Capability:
Capability refers to the ability of an employee to complete their work to the required standard. Capability can be impacted by the level of qualification, experience and training to undertake the role and work. Other factors such as health may impact on the ability of an employee to complete their work even if their motivation to do so is high. Addressing underperformance due to capability may require training and support to bring the employee’s skills to the standard required to do their work. Alternatively, it may be the case that the employee was incorrectly recruited due to poor recruitment practices or poorly drafted or out of date job and person specifications. Decreased capability due to ill health may be managed by providing additional support or adjustments or looking at alternative roles while the underlying health issues are addressed.

Motivation:
Motivation refers to an employee’s willingness or desire to undertake their work rather than being incapable of doing so. The causes for poor motivation are diverse. Poor motivation may arise from poor individual attitude, team culture, working environment, opportunities for progression, recognition of previous work completed, wellbeing, management style, pay and reward structure among others. What motivates an individual employee will vary and this would need to be considered when attempting to address poor motivation. Where poor motivation is more widely spread throughout a team or the organisation as a whole it is also important to consider any cultural, policy and workplace environmental factors which may be impacting on workforce motivation.


AC 4.3

Appraisals as a method of performance management can take place at regular intervals. These include formal annual appraisals, formal and informal regular appraisals on a biannual, quartertly or any other frequency appropriate to the team or organisation. Appraisal methods are also varied and can include a management assessment of the employee’s performance based on available data, observations and feedback. Self-assessment by the employee regarding aspects of their own performance can also be used as a method as can a combination of management assessment and self-assessment which can be compared and discussed at appraisal. The criteria assessed as part of a management assessment or self-assessment may be standardised by the organisation for consistency. As Clive Fletcher notes in Appraisal, Feedback and Development (4th Edition, 2008) the trend over recent decades has been to focus on job related criteria rather than personality-based criteria though there may be some residual focus on personality traits in some organisations. Career progression and training opportunities can also be discussed as part of the appraisal process. This can have the dual benefit of assisting workforce planning and having a pool of employees available to fill future role, employee retention as well as being motivational for employees who desire progression opportunities.

A Peer Assessment is a method of appraisal in which peer employees assess each other’s performance.  This method has the advantage of being assessed by a peer familiar with the person to be assessed but may have the disadvantage of inaccuracy if the peers are reluctant to give anything other than positive feedback. 

360 degree or multi-source feedback appraisals are appraisal methods which use a variety of sources from close management feedback, performance data, higher management feedback, self-assessment, peer assessment, customer feedback and subordinate feedback. This method has the advantage of providing a more holistic view of an employee’s performance but is also more resource intensive than using one method alone. In addition, the variety of data and feedback collected would need to be collated and incorporated into a form which is usable for the purposes of the appraisal.


AC 5.1

A reward system for employees may comprise of financial and non-financial rewards.

Financial rewards comprise of the base pay on an employee and financial bonuses comprising of cash bonuses and/or shares. Base pay may be based on performance, the use of a pay grade and scale system where roles are evaluated and placed into a particular pay scale or be flexible and vary from individual to individual. Financial rewards may be tailored to encourage retention by increasing pay for long service, tailored to encourage employees into roles which are required by the organisation in order to meet organisational objectives. 

Non-financial rewards include praise, recognition, opportunities to progress within the organisation, opportunities to gain experience, qualifications, access to wellbeing support schemes, discount and other benefit schemes and policies to support work-life balance. As Michael Armstrong and Duncan Brown argue, ‘money will motivate some of the people all of the time and, perhaps, all of the people some of the time. But it cannot be relied on to motivate all of the people all of the time. To rely on it as the sole motivator is misguided’.

Therefore, a balance of financial and non-financial rewards may be more effective than either alone as a combination may have more potential to meet the varied needs of and to motivate a broader range of employees over time


AC 5.2

Rewards can be used to improve performance by encouraging performance. This may be for example by encouraging targets or objectives to be met through performance related pay or performance related bonuses or by encouraging a desired behaviour such as a reward for very high attendance (eg through additional leave, recognition etc).

Extrinsic rewards are non-financial factors external to the employee such as praise and recognition. Extrinsic rewards can be motivational in that as well as recognising a job well done and good performance and acknowledging that these have been noticed by management, extrinsic rewards may also lead to intrinsic rewards for the employee such as a sense of achievement which have further motivational effects.  Intrinsic rewards are factors internal to the employee such as feeling fulfilled at work, a sense of achievement, opportunities to develop, a feeling of responsibility and autonomy and control over their work.


AC 5.3

Ensuring that pay structures within an organisation are designed to treat employees fairly are important for many reasons. First it is important to ensure that the organisation complies with responsibilities under the Equality Act 2010 and that there is no deliberate or inadvertent pay discrimination at the workplace. This is to ensure that there are no legal challenge brought against the organisation based on equal pay claims. It also helps to protect the organisation’s reputation.
It is also important to ensure employees are treated fairly with regards to pay in order to maintain a sense of fairness, equity and to maintain workplace cohesion. Failure to do so may encourage resentment, reduce motivation and impact on performance and retention
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