Essentials of people practice – Task 4

As employers, it is essential to have a thorough understanding of performance management and reward systems. Effective performance management aligns employee efforts with organisational goals, while an appropriate reward system motivates and retains talent. This briefing paper provides a comprehensive overview of these topics, ensuring that Jaspreet and Caroline are well-equipped to manage and reward their sales team effectively.
Purpose and components of performance management (AC4.1)
Performance management describes the attempt to maximise the value that employees create. It ensures that high performance levels are maintained, and to improve an employee’s performance in line with an organisation’s objectives and goals. Whilst there is no standard definition of performance management, it describes activities that establish objectives, improve performance and hold people to account. (CIPD, 2022) The main purposes of performance management include:
Alignment of individual and organisational goals: Aligning goals ensures that individual objectives align with the organisation’s strategic aims, creating a cohesive effort towards achieving business targets. When employees understand how their personal goals fit into the larger picture, it promotes a unified direction and enhanced commitment to organisational success. (LinkedIn, nd) Establishing clear, specific and achievable goals or KPI’s that are aligned with the organisational objectives is the main component of goal alignment. 
Performance enhancement: Enhancing performance is a key outcome, as this approach facilitates continuous improvement in employee performance through feedback, development, and support. By regularly assessing performance and providing constructive feedback, organisations can help employees reach their full potential and contribute more effectively to business objectives. (Workleap, 2024) There are many components to performance enhancement, one of the main ones being continuous feedback. Providing regular feedback to employees through one-to-one, and creating a support network is pivotal to performance enhancement.
Identifying training needs: Discovering training needs helps pinpoint skill gaps and training requirements, allowing for targeted development initiatives. This ensures that employees have the necessary competencies to perform their roles efficiently and adapt to evolving business demands. This also helps with supporting career development, as this approach maps out development paths and opportunities for growth. By clearly outlining potential career trajectories, organisations can help employees plan their professional futures and stay motivated to pursue their goals within the company. Example of this would be having effective personal development plans put in place for each staff member, understanding where they want to improve and aligning that with the company’s objectives. Performance appraisals are a vital component of identifying training needs, conducting evaluations to assess an employee’s performance against the set KPIs, giving feedback on how they have performed. From this, you can also create personal development plans based on their performance, to help address and improve in required areas, whilst also giving the employee to improve their chances of career progression. 
Motivating employees is enhanced through recognition and rewards, fostering a culture of excellence. When employees feel valued and appreciated, their motivation and job satisfaction increase, leading to higher productivity and a positive work environment. One of the components to help motivate staff is implementing reward systems that link performance to appropriate incentives, both financial and non-financial. An example would be performance based bonuses. 
Main factors to consider when managing performance (AC4.2)
Clear objectives are crucial for employees to understand what is expected of them, ensuring everyone is aligned with the organisation's goals. For example, setting specific sales targets helps sales teams focus their efforts. Regular monitoring allows for timely feedback and adjustments, such as weekly check-ins to address any challenges early on. Consistent communication between managers and employees builds trust and clarity, exemplified by open-door policies that encourage honest discussions. Providing necessary training and development opportunities, like workshops or online courses, helps employees meet performance standards and grow their skills. Fair and unbiased performance evaluations ensure accuracy and fairness, fostering a culture of excellence. Engaging employees in the performance management process, such as involving them in setting their own goals, increases their commitment and motivation, leading to higher productivity and job satisfaction. 
Different methods of performance review. (AC 4.3)
There are multiple methods of reviewing an employee’s performance, which all have their positive and negative traits. Different methods include:
Annual appraisals: Formal, yearly evaluations of employee performance against pre-determined goals set by an organisation. The value of annual reviews has increasingly been challenged in recent years in favour of more regular one-to-one conversations. Even so, performance appraisals remain an important part of the performance management cycle. (CIPD, 2024)
Continuous feedback: The opposite to annual appraisals, feedback through regular, informal feedback sessions throughout the year to address issues promptly. This is used much more frequently in organisations. An example of this would be, Bluestone Resort. They have introduced “Bluestone Way” conversations into their business KPIs, where they report how many Bluestone Way conversations managers have recorded with their staff teams, discussing performance, wellbeing and personal development.
360-degree feedback: The 360-degree feedback model is an assessment system or process in which employees receive confidential, anonymous evaluations from the people who work around them. This typically includes manager, peers and direct reports. (Performance Management Online, nd) 
Self-assessment: Allowing employees to assess their own performance, fostering self-reflection and personal growth. The positives with self-assessments are employees can take more ownership of their performance. Managers are presented with valuable insight into what approach an employee takes with their work, what motivates them and how they think. Cons of self-assessments are that perceptions can be different or self-bias, which can cause conflict when a manager disagrees with an employee’s opinion of their performance. 



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 components to attract, motivate, and retain employees. (Indeed, nd) Some key components include:
Financial components: 
Base salary: Competitive salary aligned with industry standards and regularly reviewed for adjustments.
Bonuses and incentives: Performance-based bonuses for meeting individual or team targets, annual performance bonuses, or sales commissions.
Benefits: Health insurance, retirement plans such as pension schemes and paid time off. 
Commissions: For sales assistants, commissions based on sales performance can be a significant motivator.
Non-financial components: 
Recognition programs: Regularly acknowledging and rewarding employee achievements, both formally through appraisals and informally, through one-to-ones.
Development: Offering training, career advancements and personal development opportunities to staff. 
Work-life balance: Implementing policies and developing a culture that support work-life balance, such as flexible working hours and remote working hours.
Positive work environment: Similar to work-life balance, staff can feel motivated by have a supportive, inclusive and motivating work environment.
By thoughtfully combining financial rewards with non-financial incentives, organisations can create a holistic total reward system that enhances employee satisfaction, performance, and loyalty. This balanced approach helps in attracting top talent, reducing turnover, and fostering a motivated and engaged workforce. (Cotton, 2024)

The relationship between reward and performance, and the links to motivation. (AC 5.2)
Intrinsic motivation is driven by internal rewards such as personal growth, job satisfaction, and a sense of achievement. When employees find their work meaningful and engaging, their intrinsic motivation increases. This type of motivation leads employees to perform well because they genuinely enjoy their work and derive satisfaction from the tasks they complete. On the other hand, extrinsic motivation is driven by external rewards such as salary, bonuses, and other tangible benefits. These rewards are crucial for meeting basic needs and providing financial security. While intrinsic motivation often leads to sustained engagement and long-term satisfaction, extrinsic motivation is essential for ensuring employees feel adequately compensated for their efforts and remain committed to their roles. (CIPD, 2022)
Adequate rewards, both intrinsic and extrinsic, can significantly enhance performance by motivating employees to achieve their goals. Employees who feel valued and rewarded are more likely to put in extra effort and strive for excellence. This sense of appreciation can boost their morale and drive them to maintain high performance levels. Moreover, competitive and fair reward systems play a crucial role in retaining talented employees. When employees feel they are fairly compensated and recognised, they are less likely to seek opportunities elsewhere, thereby reducing turnover and the associated costs of recruitment and training. Additionally, a well-structured reward system creates higher levels of employee engagement and commitment to the organisation. Engaged employees are more productive, innovative and contribute positively to the workplace culture. (Krasinski, nd)

At least two reasons for treating employees fairly in relation to pay. (AC 5.3)
Ensuring fair pay practices is essential for both legal compliance and maintaining high employee morale and retention. Legally, organisations must comply with labour laws and regulations such as equal pay legislation and minimum wage laws to avoid legal issues and penalties. For instance, the UK’s Equality Act 2010 mandates equal pay for equal work, ensuring that men and women receive the same remuneration for comparable roles. (GOV.UK, 2013) Non-compliance can lead to significant legal repercussions and damage to the company’s reputation. On the employee side, fair pay practices are critical for morale and retention. When employees perceive that they are paid fairly for their contributions, they are more likely to feel valued and remain loyal to an organisation. For example, a company that regularly benchmarks its salaries against industry standards and adjusts pay to reflect performance and market rates can create a sense of fairness and equity among its workforce. This in turn fosters a positive work environment, leading to higher levels of job satisfaction, engagement, and reduced turnover. 
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