Code of Ethical and Professional Practice
 
Case Study
Inter Luxe Hotel Group is a multinational hotel chain with 800 properties in 25 countries. The hotels are based in coastal resorts and cities. In coastal resorts, customers are mainly those on holiday. In cities, the customer base is more diverse and includes sightseers and business customers. Both groups of customers have high expectations. You work as a People Advisor in the People Function of a cluster of eight hotels. Inter Luxe Hotel Group employs graduate trainees who spend time in different functions to enable them to develop knowledge and understanding of the whole business. A graduate trainee will soon be starting their placement in your function, and you are responsible for their learning during this placement.

Task four – Guidance document (performance management and reward)
The second part of the guidance document contains essential knowledge and understanding of performance management and reward. You need to ensure that your explanation includes: 
⦁	the purpose and typical components of performance management. (AC 4.1) 
Performance management is a crucial process that aligns employee performance with organisational goals, ensuring that both individuals and the company thrive. A well-structured performance management system begins with clear job descriptions and hiring the right candidates. As CIPD (2021a, p. 161) suggests, a comprehensive onboarding and induction process, coupled with a structured training matrix and regular probationary reviews, ensures that employees are well-integrated into the business. Policies such as Capability and Performance help keep both managers and employees focused on business objectives, fostering alignment and accountability.
Data analytics plays a pivotal role in performance management by providing reliable, up-to-date insights. Quantitative and qualitative data, such as guest feedback, employee surveys, and attrition reports, allow businesses to assess performance and make informed decisions. Regular reporting enhances transparency, ensuring that employees feel recognised and valued for their contributions.
To maintain fairness and consistency, businesses must apply these principles uniformly across the organisation. Human Resources (HR) plays a key role by drafting and disseminating policies, training managers, and collaborating with department heads on workforce planning and job descriptions. HR also ensures employees receive relevant training, including on formal procedures, recruitment, and regulatory compliance.
Ultimately, a successful performance management system creates a shared understanding of business goals and motivates employees. As Sinek (2009, p. 162) emphasises, while a top-down, dictatorial approach may not inspire, providing autonomy through clarity, discipline, and consistency cultivates a dedicated and loyal workforce.
⦁	two factors that need to be considered when managing performance. (AC 4.2)
When managing performance, two critical factors to consider are an individual’s level of motivation and level of skills and knowledge. As introduced by Landsberg (1997) through the Skill-Will Matrix, these two dimensions help leaders assess employee performance and tailor performance management strategies accordingly. The matrix supports a developmental approach, guiding managers on when to support, coach, or direct employees based on their current capability and drive.
Figure 1 Skill-Will Matrix
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Motivation, or the "will" factor, refers to an individual's willingness to perform a task. Ihensekhien and Arimie (2023) draw on Herzberg’s Two-Factor Theory, which distinguishes between intrinsic and extrinsic motivation. Intrinsic motivators, such as personal growth, responsibility, or meaningful work, can be more sustainable than extrinsic rewards like salary or recognition. Managers must therefore understand what personally motivates each employee and recognise that motivation varies across individuals and contexts.
The "skill" factor concerns an employee’s ability to perform their role. This includes their knowledge, technical competence, physical capacity, and access to the necessary tools and resources. Skill gaps may arise due to unclear goals, inadequate training, poor management, or lack of autonomy. Effective performance management involves identifying these gaps and addressing them through targeted training, clear communication, and supportive leadership.
In practice, managing performance requires a balanced focus on both motivation and skill. Failing to consider either can result in disengaged employees or unmet performance expectations. By recognising and responding to both factors, organisations can better support individual development and overall business performance.

⦁	different methods of performance review. (AC 4.3)
Two effective methods of reviewing an individual's performance are 360-degree appraisals and one-to-one appraisals. Both aim to provide constructive feedback, though their approaches and challenges differ.
One-to-one appraisals involve direct discussions between the employee and their line manager. These meetings should be planned in advance, with both parties bringing relevant input. Gathering feedback, reviewing recent performance, and conducting gap analyses can help structure the discussion. To be effective, managers must use a clear and fair competency framework and create a collaborative atmosphere. According to Harrison (2002, p. 260), trust is essential; without it, appraisals risk becoming time-wasting exercises. Managers must be prepared to have honest, respectful conversations, particularly when addressing concerns around conduct or capability. Active listening, empathy, and clarity are vital to ensure the employee feels supported, not criticised.
360-degree appraisals gather feedback from a wide range of sources, including peers, subordinates, and managers. This method can provide a more rounded, objective view of an employee’s performance. However, there is a risk of misuse, for example, if colleagues use the opportunity to express personal grievances rather than provide constructive feedback. Despite this, 360-degree appraisals can offer valuable insights, particularly when moderated effectively by the line manager, who should synthesise the feedback and lead the follow-up conversation.
Ultimately, appraisals must focus on recognising strengths and creating development plans to address weaknesses. Feedback should be meaningful and growth-oriented, helping employees progress in their roles without damaging morale or confidence.









Figure 2 360-degree appraisal 
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⦁	key components (financial and non-financial) that are required to achieve an effective total 	reward system. (AC 5.1) 
An effective total reward system integrates both financial and non-financial rewards to motivate and retain employees. While financial incentives such as competitive salaries, bonuses, performance-related pay, commissions (monetary or product-based), and benefits like healthcare, pensions, and company cars are crucial, they should be complemented by non-financial rewards.
Financial rewards are essential for meeting basic employee needs and maintaining motivation. These rewards ensure employees feel valued for their work and maintain job satisfaction. Pay structures like pay bands and performance-related compensation promote fairness and transparency, while benefits offer additional security, enhancing overall employee well-being.
However, non-financial rewards play an equally important role in fostering employee engagement. Recognition schemes that celebrate achievements, whether through formal awards or simple acknowledgements, boost morale and encourage employees to go above and beyond. Career development opportunities, such as training programs or professional qualifications like the CIPD pathway, provide a sense of progression and personal investment in the company’s growth.
Autonomy and regular performance appraisals also contribute significantly to motivation. When employees feel trusted and are given increased responsibility, their connection to the business strengthens. These practices foster mutual trust between employees and managers, creating an environment conducive to high performance and collaboration.
Fairness within the reward system is crucial. Perceived inequities, such as unequal distribution of rewards, can undermine morale. Employees who have faced job insecurity, like redundancy, may particularly value income stability and bonus schemes, as highlighted by Taylor et al. (2017). By aligning both financial and non-financial rewards, organisations can cultivate a motivated, productive workforce.

⦁	how reward can motivate employees to perform. (AC 5.2)
Rewarding and recognising employees through a well-structured Recognition and Reward Policy is key to motivating performance and establishing the business as an employer of choice. This policy outlines the rewards available to all employees, sets expectations for line managers to ensure fairness and consistency, and helps the business remain competitive by attracting and retaining top talent.
Fair compensation is fundamental, employees must feel they are rewarded equitably for their contributions, without favouritism. Beyond salary, psychological safety plays a crucial role in motivation. According to Maslow's Hierarchy of Needs (CIPD, 2021b, p. 197), employees need their basic needs met before they can focus on higher-level performance. This includes ensuring a safe working environment, access to essentials like clean water and adequate breaks (in line with the Working Time Regulations 1998, ACAS, 2025), and provisions such as company sick pay and incentives like discounts or referral schemes.
A comprehensive reward system should also include benefits like flexible working options (hybrid, remote, or flexible hours), work-life balance initiatives, career progression opportunities (through a Learning and Development Academy), and health and wellbeing programs (including employee assistance programmes and wellness events like running clubs). These non-financial rewards contribute significantly to an employee's overall job satisfaction and engagement.
HR professionals must understand how a total reward system supports motivation and employee retention. By cascading this understanding down to heads of departments, managers, and supervisors, the business ensures that motivation remains aligned with organisational goals.
When employees feel safe, valued, and fulfilled, they are more likely to stay with the company, which reduces turnover, enhances the company’s reputation, and lowers recruitment and onboarding costs, ultimately driving business success.

⦁	at least two reasons for treating employees fairly in relation to pay. (AC 5.3)
Treating employees fairly in relation to pay is essential for maintaining a compliant and ethical business environment. Equal pay protection and adherence to the National Minimum Wage (NMW) legislation are two critical factors that ensure fairness in compensation.
First, the Equal Pay Act 1970, which was incorporated into the Equality Act 2010, mandates that men and women performing the same work must receive the same pay, including benefits such as annual leave and sick pay (ACAS, 2024). This is crucial in promoting gender equality in the workplace and ensuring that employees are not discriminated against based on gender. Employers must ensure that their pay structures comply with this law, as failure to do so can result in costly tribunal claims. If pay disparities cannot be justified by material evidence, such as differences in skill or experience, employers may face legal action. Even geographical differences in pay can be difficult to defend if they aren’t backed by clear, justified reasons. In addition to legal risks, failing to adhere to equal pay legislation can damage an organisation’s reputation, as it reflects poorly on its commitment to equality and fairness (GOV.UK, 2023).
Second, the National Minimum Wage Act 1998 ensures that all workers in the UK are paid at least the statutory minimum hourly rate based on their age and employment status. The introduction of the National Living Wage (NLW) in 2016, which initially applied to those aged 25 and over, and later extended to those aged 21 and over in 2021, has further protected employees by increasing the wage floor. Non-compliance with these minimum pay regulations exposes businesses to fines and the risk of being publicly “named and shamed” by the government (GOV.UK, 2025).
To mitigate these risks, payroll managers must maintain a robust payroll system, and HR professionals must ensure strict adherence to legal pay standards during recruitment, selection, and pay reviews. Fair treatment in pay not only complies with the law but also promotes trust, loyalty, and a positive company culture.
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