Performance Management and Reward
Hock, D. (1996, quoted in Waldrop, 1996) illustrated that “an organisation, no matter how well designed, is only as good as the people who live and work in it.” Maintaining good employees is key to any organisation and this can be done through performance management and reward. This briefing paper will give you a better insight into the importance of performance management and how performance is linked to reward.
AC 4.1
Performance management is an important tool for both the employer/organisation but also the employee, it is essential in ensuring that there is a shared understanding of goals and that both parties have a clear understanding of the role’s definition. Waite et al (2021) explains that performance management starts with an employee’s induction and continues through “monitoring work, informing reward decisions but also managing poor performance” to be able to build on this through learning and development throughout their time with the organisation.
From the organisation’s point of view, performance management is key in collating performance data, understanding work issues but it can also encourage employee engagement. An employee will benefit as well, if performance management is done effectively, by discussing work activities, it gives opportunities for recognition for work but can also aid in their long-term planning within their role or career path.
Any form of performance management must have a clear procedure, specifying the approach and should be suitable to the organisation’s specific needs (Waite et al. 2021). Another key aspect is reviewing performance objectives and job descriptions, this is important to both parties to ensure they are both aligned with the company’s overall goals and objectives. Another key component is integrated policies and procedures within the organisation which supports the performance management approach therefore what the organisation is trying to achieve.

AC. 4.2
There are many factors that can affect any employee’s performance. A common concept is skill vs will which was a concept introduced by Max Landsberg in ‘The Tao of Coaching’ (2015), he explains that if performance seems poor it is either because of the capability of the employee or their motivation (their will).
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Description automatically generated]Figure 1: Skill/Will Matrix (Parsons, 2023)











As can be seen from Figure 1 if an employee has high will but low skills then they are committed but need a little guidance or training to become capable; if they are capable but not motivated they could be discouraged and need support or reward  (which will be discussed later); if they are motivated and are capable, these are the high performers, they may need to be challenged or promoted; and then those that aren’t motivated and lack the skills are the low performers, they need a clear training plan, with quick wins to motivate them but also train them.
When it comes to capability this goes hand in hand with training and learning and development, with motivation it can be more complicated. Motivation comes in many forms, but they can all lead to a more productive team. There are 2 aspects to motivation, intrinsic and extrinsic; intrinsic motivation comes from within, an employee chooses to do a project or task because it is enjoyable or satisfying, extrinsic motivation has an external reward for work, such as pay, benefits or a promotion/new job title.
One other key factor which can affect performance management is the quality of leadership and management. Poor leadership can lead to very unmotivated employees. Good leadership will lead to relevant development opportunities, building team spirit, recognising employee achievement and providing employees with the support they need.

AC 4.3
2 different methods of performance review are self-assessment and 360 feedback. With any form of performance review, it is essential to ensure that employees are not discriminated against for any of the protected characteristics that are outlined in the Equality Act (2010), such as age, race, sex, disability etc. This must also be reflected in any objectives or expectations set for an employee.
Self-assessment
Self-assessment is arguably the most important form of performance review as employees should be aware of how well they are doing, although it should always be balances with peer or manager feedback as well. Waite et al. (2021) explains that self-assessment is often very difficult as some will find highlighting their weaknesses difficult while others do not like to boast about their achievements. If done correctly, self-assessment can be a vital tool in identifying developmental needs and support needed, although Waite et al. (2021) also highlighted that employees need to be honest in these reviews but “honesty will depend on the level of trust an employee has in the system and in those reviewing their self-assessment.”
360-degree feedback
Getting feedback from others is often very beneficial, the purpose of a 360-degree feedback is to gain feedback from those around the employee - anyone who reports to them, colleagues and their own manager. This should give a wide overview of their performance to decide on effective objectives going forward, although there is the challenge of ensuring feedback is honest (CIPD 2024).

AC 5.1
CIPD (2022a) describes total rewards systems as covering “all aspects of work that are valued by people, including such aspects as flexible working opportunities, or being rewarded fairly”.
Often you would associate total reward with pay which is often appreciated by employees, but CIPD (2022a) explains this is not the only way to reward employees, with non-financial rewards such as work/life balance and development and career opportunities. Armstrong (2019) explains that although pay is important it can easily be replicated by competitors, that is why non-financial rewards are equally as important to promote personal growth and development.
Financial rewards such as pay are important to ensure an employee is valued for the work, they do but also to ensure they feel respected and are treated fairly. In a sales position, sales commission could also be offered to incentivise sales although this can cause frustration among staff, but it can also demotivate those that are tasked with non-sales tasks for the day. 
[bookmark: _Hlk168004205]The Working Time Regulations (1998) gives guidelines on the maximum working hours an employee can work in a week. This is something that an employee can opt out of but it caps the working week at 48hours to help maintain a work-life balance. Another legislation that was updated this year was regarding flexible working requests. Employees can now make a flexible working request from day 1 of their employment and they can also submit 2 requests in any given 12-month period. Creating and maintain a good work-life balance can be crucial to any organisation.

AC 5.2
In the ‘Incentives and Recognition’ report by CIPD (2022b) it explains that rewards should be clearly linked with performance standards and if the link isn’t clear it can lead to poor performance. Employees will often find work more meaningful if they feel their objectives are important for the organisation, therefore setting targets and making objectives should be done carefully. Waite et al. (2021) explains that having a more motivated workforce can lead to ‘higher productivity , lower employee turnover, lower sickness absence and higher engagement’. As mentioned previously there are 2 types of motivation extrinsic and intrinsic. Extrinsic motivation can be achieved by the ‘prospect of reward or punishment’ (Waite et al. 2021). Where intrinsic motivation comes from within and can be linked to non-financial rewards such as increased responsibility or autonomy.
Maslow’s hierarchy of needs is often referenced when discussing motivation, Alderfer (1972) adapted this pyramid and grouped the needs and has designed it to be more flexible calling it ERG, Existence, Relatedness and Growth. At the base is the physiological and safety needs, which the financial aspect of work addresses. The next level is social belonging and self-esteem which is addressed with the recognition of work by colleagues and managers. The final level is self-actualisation which Alderfer relates to personal growth and career development.

AC 5.3
There are many reasons why employees should be treated fairly in relation to pay. One is the Equality Act (2010) which outlines that a woman should receive the same pay and benefits for the same work and vice versa. The Equality Act (2010, quoted in Waite et al. 2021, p.201)outlines the 3 types of “equal work as:
1. Like work, where the work is the same or broadly similar;
2. Work related as equivalent under an analytical job evaluation scheme;
3. Work of equal value, where the work is different but factors such as effort, skill and decision-making are equal in value.”
[bookmark: _Hlk171291024]The Equality and Human Rights Commission (2014) suggested that ‘experience, qualifications, geographical differences, unsocial hours and rotating shift work’ could all be objectively justified as reasons for unequal pay.
Another reason for fair pay is due to the National Minimum Wage and National Living Wage, which was a 1998 act which now sits under the Equality Act (2010). These rates are set by the government based on recommendations from the Low Pay Commission to ensure all workers are paid fairly for their work. Minimum wage is categorised based on age with an additional rate for apprentices based on the fact they are in training.
According to CIPD (2023) 31% of employers had no impact when the minimum wage was increased in 2023 meaning employers are doing what they can to create positive working cultures already by rewarding staff.

For further information regarding performance management and rewards visit https://www.acas.org.uk/advice
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