Task 4
				PERFORMANCE MANAGEMENT
The purpose of this paper is to provide essential knowledge and understanding of performance management and the correlation between reward and performance. The main components of performance management have been outlined, as well as appraisal methods and factors influencing the whole process. The text emphasizes the importance of motivation and fair reward in achieving high performance in teams and individuals.
4.1
Performance management describes how an organisation manages its employees’ work performance, including the processes and tools which are used in the performance management system. Individual performance is linked to the organisation’s performance and the whole process should sustain and optimise them both. Good performance management can help the business in many ways. It gives the staff an understanding of how their own objectives influence the organisational and departmental goals. The employees are aware of their roles’ requirements and have opportunities to discuss them regularly which gives them a sense of ownership and accountability of their work. They are provided with relevant training that keeps them motivated, increases their morale and engagement, and enhances thinking about long-term career options (Soper, 2022; Waite et al., 2021). 
Successful performance management can be divided into 5 stages/components:
Planning and Expectation Setting
This is the crucial component of any performance management process which provides the grounds for appraisals by agreeing on clear goals and time frames for achieving them. The job descriptions can be used as a basis for work plans and performance objectives thus it is important they are clear and accurate. 
Monitoring
Both managers and employees should track the performance process using different tools and methods provided and agreed upon before. The employees are offered guidance and counselling throughout the whole performance process.
Development and Improvement
In this phase, the managers should encourage further development of employees and find ways to stretch their capacity and potential. 
Periodic rating
A good performance manager should be giving feedback or regularly rate the employees before the final evaluation of the targets. Thanks to this, the individuals realise how far they are from meeting their future goals.
Rewards and Compensation
This is recognising, appreciating, and rewarding the employees for their good performance. It is an extremely important component of performance management as it influences employees’ self-esteem, achievement orientation and motivation for further development.
 (Graziano, 2016; Prachi, no date)
The whole performance management process should be supported by the company’s policies and procedures, regularly reviewed and improved. Each organisation should develop their own system of recording performance management information and outcomes. The managers ought to generate feedback and progress reports for individuals and entire teams, ensuring the HR team can retain and analyse them to support the implementation of new goals and the company’s objectives (Indeed, no date).
4.2
There are numerous factors that need to be considered when managing the performance of individuals and teams.  The work of individual employees is mostly affected by their abilities and motivation. Abilities include both mental and physical capabilities such as strength, flexibility, confidence, or assertiveness. These combined with a person’s knowledge and skills will determine the task’s completion. Realising your employees’ capabilities, level of knowledge and skills is vital in good performance management and objectives planning. A proper job fit improves individuals’ engagement and increases their productivity. Managers should identify their employees’ competencies and enhance them through training and coaching (The Peak Performance Centre, no date).
Even the most skilled employees may perform poorly if they lack motivation – a willingness or desire to do something. Incentives can be internal, such as enjoyment, recognition, or external, for instance, pay, benefits, and awards. Knowing your team, and what drives each of its members can contribute to high performance. Managers supported by the HR team must provide a combination of intrinsic and extrinsic factors to improve the motivation of their staff. 
In order to keep employees’ abilities and motivation at a high level, the organisation must provide them with the tools, equipment and training necessary to achieve their performance objectives. Insufficient or poor-quality resources for the task and no opportunities for learning and development leads to people’s frustration and low morale. 
Clear goals and expectations, and good leadership are essential in the performance management process. Good leaders incorporate all the factors mentioned above when managing their teams.  They support and understand their employees, and create for them a positive culture, full of respect, fairness, and open communication (Waite et al., 2021).
4.3
The methods of performance review can vary in different organisations depending on their type and size. Some businesses stick to traditional annual appraisals which measure employee’s past performance and assess personality traits such as initiative or dependability. Others, decide to move to more modern methods focused on continuous and regular review of job achievements. All the aspects of performance management and review methods used should be set out in a company’s procedures (Houston, 2022). The most common methods are explained below. 
Management by Objectives (MBO)
An approach in which a manager and an employee plan together and agree on goals for the employee to reach. The goals have to be Specific, Measurable, Achievable, Relevant and Time-bound (SMART) so that the employees have a clear understanding of their duties. This method strengthens the relationship between the manager and the employee as they meet regularly to discuss the performance progress. However, working towards fixed goals may lead to a lack of creativity and individuality (Fisic, 2022).
Self-assessment
In this method, employees analyse their milestones and assess their strengths and weaknesses. They may be asked to complete a self-rating form, which is then discussed together with the manager in one-to-one meetings. Reviewing the form can help in planning future strategies and development requirements so individuals are encouraged to be honest when evaluating themselves. The method is recommended for appraisals of experienced employees who fully understand their job requirements. The drawback however is that the process may be subjective (Indeed, 2022).
360-degree Appraisal
This approach benefits from feedback from not only a manager and an employee but also all stakeholders including colleagues, customers, suppliers etc. Collecting information from different sources helps to receive a comprehensive and unbiased review, however, there is a risk that outside stakeholders may not know how to provide constructive feedback (Valmis, 2023).
Whatever review methods are used, the focus should always be on objectivity, fairness, and elimination of bias. What is more, the main aim of appraisals should be to recognise employees’ achievements and future potential.
5.1
The term total reward refers to all the financial and non-financial benefits the employees receive while working at a company. It includes all the investments an organisation makes in its workforce as well as everything that employees appreciate in their workplace. They aim to attract people to an organisation, then, once employed motivate them to achieve goals and become loyal employees.
The most obvious type of financial reward is salary or base pay which is paid regardless of performance. On top of that, employees can receive performance-related pay based on the achievement of performance objectives. Companies often decide to reward their employees with different types of bonuses, such as spot bonuses for completion of a task, sign-on bonuses on joining a company, or retention bonuses for staying with the company for a specified amount of time. Other financial incentives may include enhanced statutory rights, death-in-service payments, life assurance, high contributions to employees’ pensions as well as a car allowance or various discounts (XCD, no date). 
While financial rewards are common and can be copied by competitors in the job market, people are becoming more and more interested in non-financial rewards when choosing a future employer. Non-financial rewards are all non-monetary benefits that make individuals willing to stay within an organisation. These may include access to professional development, recognition of achievements, flexible working patterns, freedom and autonomy, fairness, or a positive and friendly culture. Creating for employees a good work-life balance with options for flexible working is always a key factor in sustaining retention on a high level. A welcoming environment with a lot of opportunities for training and development provides employees with chances for career growth and impacts positively the employer as skilled and motivated staff increases the productivity level of an organisation (Cotton, 2022).
5.2
The relationship between rewards and high performance is powerful. A competitive reward system helps an organisation not only in attracting and retaining people but also in motivating them to achieve higher levels of performance. Employees who feel recognised, and valued by the reward programmes became highly productive and remain loyal to their employer (BHN, 2022). Managers and people professionals should be aware of the correlation between performance and motivation. The more satisfied and motivated the individuals are, the better they perform. Knowing your employees and the different factors that influence their motivation can be extremely helpful in creating a good reward system (Syeda, 2021). Depending on their personality and financial situation, people can be motivated by different rewards. Some of the employees may be motivated by extrinsic factors like bonuses and praise, while others are motivated by the nature of their work and intrinsic factors such as autonomy and responsibility. According to Human Motivation Theory (McClelland, 1961), people’s motivation depends on their need for achievement, affiliation, and power. The dominant need influences an individual’s motivation and thus performance. For example, a person with a strong need for power will be motivated by control, influence, status and recognition. Therefore, understanding the needs of your employees and what drives their performance is a key factor in developing rewards as well as planning objectives within the performance management process.
5.3
[bookmark: _Hlk134968501][bookmark: _Hlk134969321]Equal pay means all employees are entitled to receive equal compensation for work of equal value. An employer is legally obliged to treat his employees fairly and should develop non-discriminatory approaches and meet at least statutory minimums in relation to pay. By not following legislation an organisation risks facing claims to an employment tribunal which will result in expensive legal costs, lower productivity, low staff morale and loss of reputation. 
Thanks to a fair reward system, a business can attract top talent and increase the motivation, efficiency and performance of the staff. It is a great way to demonstrate organisational values and retain satisfied, skilled and loyal employees (Equality and Human Rights Commission, 2020). 

					CONCLUSION
Employees are the most valuable asset of every organisation thus keeping them satisfied should be the key to achieving the company’s success. A well-developed performance management process can help an organisation understand its employees and support them in achieving company goals while developing their career paths. The managers and people professionals should work together to understand better their staff’s needs and factors that motivate them at the workplace. The more we know our employees the better performance and reward systems we can introduce in our organisation.
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