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Briefing PaperIntroduction 
Globally, over half of employees are open to new opportunities that will provide them with financial reward, development pathways and contribute to their overall health and happiness. According to Gallup’s recent comprehensive report, engagement in the workplace is at an all-time high, but so is daily stress – something that has been slowly rising over the past decade but may have been exacerbated by the pandemic. An interesting finding highlights that managers can have a huge impact on overall stress levels, therefore it is vital that leaders are aware of their possibly direct detrimental or positive influence on employees’, especially in the context of performance and incentives (Gallup, 2023a). 

This paper aims to provide management teams at Healthcare on Hand with the essential knowledge and understanding they need, when it comes to performance management and reward, whilst recognising that effective implementation can be challenging (Gray, 2023). It will help you understand the importance of “maximising the value that employees create” (Gifford, 2022a), your role in implementing effective performance reviews, contributing to a positive culture and the intrinsic/extrinsic factors that have the potential to motivate people at work.
In a world in which nearly six in 10 people are ‘quiet-quitting’ in their jobs, engagement and making employees aware of their direct impact are vital: increased pay, improved wellbeing and opportunities to grow and develop are the top factors people want from their next job (Gallup, 2023a, Mangen, 2023). Material gains are seemingly being increasingly questioned, as people look for a ‘balanced life’ (Timms, 2020).











The purpose and components of performance management (AC 4.1)
People have varied ideas of what performance management means, as it often depends heavily on personal experience and the enactment of organisational-wide processes by leaders. Gifford (2022a), describes it as a holistic attempt to boost value creation via a two-way process that relies on a level of openness from both parties, regular discussions (including feedback against objectives), and a supportive manager. It encapsulates learning and development, KPIs and organisational strategy (NHS, 2021), whilst allowing space for managing poor performance and recognising high performance. We need to ensure our version of performance management, along with everything this includes, is clearly communicated to our people. This should involve mutual agreement of performance goals between employee and manager, assessment of employee progress and determining the resources and support needed for them to reach their objectives (Waite et al., 2021).
There are both organisational and individual benefits that come from an effective performance management system, that together improve overall alignment between the goals and outcomes of the oraganisation and the employees themselves, maximising their positive impact and thus the success of the company. Potential benefits include clarity of purpose, improved productivity, a more skilled workforce, identifying performance issues and enriching employee-manager relationships and better collaboration (Gray, 2023). If we are to maintain and optimise employees’ performance in line with Healthcare on Hand’s objectives, there needs to be a commitment from each individual manager to engage with employees effectively and consistently, with our values in mind. According to Gallup’s (2023a) recent global report, employees would like more recognition, opportunities to learn, fair treatment, clearer goals and better managers. 

The main factors to consider when managing performance (AC 4.2)

CLARITY & PURPOSE
Building a workforce that know explicitly what is expected from them will not only help them perform better, but also improve focus, wellbeing and trust during times of turbulence (Gambill, 2023). To have clarity of purpose, employees must have a sound understanding of why the task is relevant or necessary for either themselves, or as part of a wider context. If their objectives (that should align with the overarching purpose of both their role and the organisation’s strategic intent) are not well-defined, performance will likely be inhibited and the employee’s motivation could diminish (Bellamkonda, Santhanam & Pattusamy, 2021). This may also lead to interpersonal conflict amongst colleagues; if roles, goals and responsibilities are not communicated clearly, misunderstandings are more likely (Waite et al., 2021). 

LEADERSHIP
All factors that need to be considered when managing performance, rely on effective management. Quite simply, poor management can demotivate, but good management has the power to motivate (Waite et al., 2021). For instance, leaders should be contributing to goal clarity by creating an engaging environment that is conducive to open-communication (Gambill, 2023). Working in collaboration with employees to agree upon their key aims, or more specific projects can help line managers to encourage suitable extent of autonomy and discretion so that employees feel empowered in their role. They should not be made to feel as if they are being disciplined at any point in the process and ‘performance management’ should be a judgement-free process. However, in order to gain a holistic understanding of how an employee is performing at work, leaders should be embedding meaningful conversations, that show genuine interest about employee progress, into regular catch-ups (Dzgoeva, 2023; Gifford, Urwin & Cerqua, 2017).

Performance review methods (AC 4.3)
A performance review is a methodical process, with the employee at its centre, that involves evaluation of past performance through constructive feedback and future expectations of an individual’s role, as well as next steps for personal and professional development (Laurinavicius, 2023). There has however, been a shift in how experts consider the value of the performance review, in its traditional form. It should be something that happens continuously throughout the year rather than being an annual, formal event and should focus on meaningful action that is strengths-based, research suggests (Gifford, 2022b; Gallup, 2023b; Oglethorpe, 2023).

As discussed earlier, effective leadership is an impactful factor on employee performance; the context of goal-setting highlights the importance of managers understanding the personalities of those they manage. In order for a feedback discussion to elicit a positive reaction, managers must ensure they are differentiated, depending on each person and what works for them (Gallup, 2023b). There is a helpful, practical framework (Nelson, 2022), that enables managers to establish expectations, continually coach and create accountability amongst teams. It consists of regularly engaging with employees via ‘five coaching conversations’: role and relationship orientation, the quick connect, the check-in, developmental coaching, the progress review. 

With this in mind, we must be aware of what is called the ‘prodigy-mentor effect’. If a manager has been involved in hiring an individual for example, they are at risk of providing more favourable feedback that has the potential to lead to unfair reward, with a lack of performance evidence (Gifford, 2022b). A 360° approach that involves gathering evidence from customer, manager, colleagues, could provide a more wide-angle perspective and prevent this type of bias (Waite et al., 2021). 

Key components of an effective ‘total reward’ system (AC 5.1)

The term ‘reward’ commonly encompasses all financial provisions given to employees, including base pay, performance-related pay, bonuses and wider benefits. ‘Total reward’ is described as the whole package; which may also include a range of provisions for employees, such as non-pay benefits like flexible working opportunities, personal growth opportunities and recognition schemes (Cotton, 2023; Waite et al., 2021).

Timms (2020), explains that reward should be more than just compensation for time and effort, but also a means of galvanizing people at work. He uses the organisation Brewdog as an example of what he calls an ‘energised workplace’, with their commitment to a people-centric culture. Despite being recognised by The Sunday Times in their list of best places to work (The Times, 2023), they do mention that they were “in the doghouse” after an open letter from ex-employees criticising the culture, revealed that the brand image did not align with the reality of working for Brewdog: they were so focussed on growth of business and workers said it was a toxic environment to be in. This exemplifies the importance of aligning the culture at Healthcare on Hand with brand image, whilst listening to employee voice (Mayne, 2022). 

Culture and performance are inextricably linked (Menon, 2021), suggesting leaders must be looking at how they can improve workplace culture, focussing on engaging employees to connect with the organisational values, through informal conversations about desired behaviours and actions, explaining ‘why’ behind it and discussing ‘how’, collectively, we can achieve our purpose. Data from Gallup’s (2023a) report indicates that the majority of employees worldwide would change their workplace’s engagement or culture to make it a great place to work, eclipsing those of whom would change their pay and benefits (28%) or wellbeing (16%). 

Reward, performance and links to motivation (AC 5.2)
Extrinsic motivation is the performance of an endeavour in order to gain a desired outcome (Makki & Abid, 2017). Reward, for instance, is an extrinsic motivator: it assumes that people are driven by external incentives and until recently, dominated performance management systems. Although employees are still concerned with what Hajduk (2017) terms “the basic satisfiers”, pay and benefits, these will no longer suffice when it comes to encouraging performance standards. 
Instead, there has been a cultural shift that has enabled people to become more intrinsically motivated; meaning, they do things for the interest and enjoyment they provide (TED, 2009; Makki & Abid, 2017; Timms, 2020). Put simply, motivation in general is the capability to change behaviour (Manzoor et al., 2021), but it is clear that some motivators are more effective than others and that people are motivated by a plethora of factors, depending on what they value individually or their current needs (Pichère, Cadiat & Probert, 2015). According to Maslow’s ‘Hierarchy of Needs’, we as humans must feel a sense of belonging before seeking recognition or personal accomplishment. 
[image: ]
A TED talk by behaviourist author Dan Pink, over a decade ago, suggests that employee recognition schemes should revolve around three fundamental elements: autonomy, mastery and purpose (TED, 2009). Science tells us that employees are motivated when they have a level of control over their actions at work, a desire to get better at something that matters and the urge to make an impact via their contribution to a meaningful cause. A goal that is not within reach can be highly demotivating (Waite et al., 2021), however a goal-setting process without the three elements in mind, can also be unproductive. It is in a state of ‘FLOW’ that we are most productive (Ryan, 2019).
														
												(Mind Tools, 2023). 

Fairness in relation to pay (AC 5.3)
Inclusivity & legal compliance

It is important that we as an organisation are clear with our employees about what we define as ‘pay’, especially when it comes to pay transparency and ensuring an inclusive workplace. According to Cassidy et al. (2023), there is a general movement towards a more transparent approach, which is described to be a ‘key lever’ in helping the gender pay gap, for instance. If we are to prevent equal pay issues, we need to enable management to feel more comfortable having honest conversations with employees about pay – by ensuring clarity and breaking the taboo, employees’ expectations are managed and a channel for open communication is left open for employees to ask questions or air their own concerns. ensure we are providing our staff with fair compensation that is also competitive and to attract and retain talent, salaries should be benchmarked (Fields, 2022). An Indeed report shows that 3/4 of candidates are more likely to apply for a role at a company when they are known for pay transparency (Kim-Brunetti, 2022).

Employees should also be paid equally for equal work, unless for any reason the pay disparity can be justified (ACAS, 2022). Employers cannot pay an employee less because of any protected characteristic (The Equality Act, 2010) and equal pay law applies to financial provisions in their entirety – not just basic salary e.g. overtime, performance-related pay. All company policy associated with employee reward, must reflect The Equal Pay: Statutory Code of Practice, that provides a comprehensive guide to ensuring pay equality in everyday situations (Equality & Human Rights Commission, 2016). 



Word Count: 1654 
Conclusion
It is clear that successful performance management relies on effective communication between line managers and employees, in addition to a work environment that values growth and development; it is vital that we establish a culture of feedback, where employees feel comfortable with having regular performance conversations with managers, and/or providing peer-review (Rogito & Makabe, 2023). These ‘[five] coaching conversations’ (Nelson, 2022), whether they be formal or informal, should be focused on building strengths to maximise their impact on staff productivity and purpose. 

All factors that need to be considered when working to improve or maintain performance, rely on effective management that understands the coexistence of the personal and professional dimensions of our lives (Gifford, Urwin & Cerqua, 2017; Timms, 2020). A more holistic approach to performance and ‘total reward’, will allow for leaders to tailor goals and adapt the conversations they have with employees, help define SMART objectives that are achievable (Waite et al, 2021; Dzgoeva, 2023) and set tasks that are meaningful for them based on their personal ambition/interests. Goal clarity has also been known to expedite intended outcomes, which in turn is likely to increase individual performance, levels of engagement and overall job satisfaction. These ‘reviews’ and/or less formal ‘check-ins’ are also an opportunity to engage workers (Oglethorpe, 2023) – with low engagement costing the global economy 9% of global GDP (Gallup, 2023a), it is important that employees feel heard and significant in the workings of the organisation. A continuous approach to performance management will help to improve fairness, transparency and the extent to which employees understand the link between performance and reward (Jansen, 2022). 

The Brewdog case study is a cautionary tale that illustrates the potential cost of a disconnect between organisational culture and brand image (Menon, 2021). As mentioned, engagement or culture rank above pay and benefits (Gallup, 2023a) for employees worldwide, therefore a focus on ‘getting it right’ when it comes to performance conversations it vital. Leaders should be looking ensure these are contributing to a people-centric culture and not merely an unproductive distraction (Gifford, 2022b).
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Figure 1: The FLOW Model
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