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Introduction

The modern-day dynamic of work is evolving and becoming rather complex with trends shifting at a rapid pace due to globalisation and technological advancements, organisations need a holistic approach in meeting these trends while achieving organisational goals and retaining their skilled employees. 
In the past traditional top-to-down performance management approach was adopted for mass production and operational efficiency with less consideration for employee development and engagement (Toselli, 2019). Over the years, performance management has seen its change through annual performance appraisals to multi-rater feedback system (Cappelli and Tavis, 2016). Appraising employees which is a core function of human resource management sets clear and measurable objectives and opportunities for feedback and discussions (Brown et al., 2018) and should prioritise employee recognition through a total reward system. 
Similarly, the concept of motivation is not new in organisational behaviour. Many organisational behaviour theories of motivation are still relevant and applied in managing human resources. Although theories such as Maslow’s Hierarchy of Needs have been discredit for lack of evidence base (Wietrak, Rousseau and Barends, 2021) however, it remains an important tool for understanding employee needs and motivation (Tanner, 2019).


AC4.1 Explain the purpose and components of performance management. 
Performance management essentially is identifying, evaluating, and monitoring performance of individuals through formal and informal processes to maximise the value employees create to meet organisational strategic objectives (Carpi, Douglas and Gascon, 2017). 
Components of performance management
· An effective procedure that specifies the organisation’s approach to performance management (Waite et al., 2021a) and should have clear guidance on who is involved and their role while conducting the process. It should establish the potential impact it can have on employees in terms of how performance will be measured like rating scales, how appraisal outcomes link to factors like reward decisions, training, etc. 

· An accurate reflection of job description that aligns with overall company goals (Waite et al., 2021b). Without clear job specifications, the review may not be accurate, and it might be difficult to attain goals and expectations. 





· A good system to record performance information such objectives for the current period, agreed goals and actions for the next period or other learning and development activities. Modern systems these days provide feedback on the validity of performance management approaches, immediate and continuous feedback, track talent metrics, identifies the areas where performance is lacking etc (Wickham, 2022). 

· Guiding employees to achieve the agreed goals through learning and development is a and can help bridge skills gap, helps employees better manages tasks individually or in teams or prepares them for new responsibilities (Saldanha, 2022).  

· Performance data collection is another component of performance management as it helps identify strengths and weakness, establishes a baseline measurement criterion, helps monitor progress and aids in motivating when in training (BBC, n.d.) and these data can be collected based on self-analysis or questionnaires, or gathered in a controlled way by an observer. 



4.2 Explain factors that need to be considered when managing performance. 
Motivation
When managing performance, HR professionals need to understand the theory behind motivation because it gives an insight into what drives individuals to perform better. It unlocks the reasoning to employee behaviour such as what enables an employee or team to work towards a particular goal or outcome. According to the Motivation-Hygiene theory by Frederick Herzberg, individuals were motivated or demotivated by two categories of variables (Nickerson, 2023).  To Herzberg, intrinsic factors increase job satisfaction (motivators) and extrinsic factors (hygiene) decrease satisfaction (CIPD, 2021). Hr professionals can use this theoretical framework to motivate employees by offering pay incentives or rewards to achieve a certain goal (Indeed, 2023) which means that positive reinforcement can encourage desired behaviour from individuals (Ackerman, 2019).  
Capability
Capability can enable performance at an individual and organisational level. Setting challenging goals without providing adequate training or resources can lead to demotivation and even failure in some cases (Sharma, 2023). Capability issues can come from not having appropriate skills or knowledge with rapid change in technology or role change requiring some jobs to acquire more capability (Jarrahi, Monahan and Leonardi, 2023). In the event of capability issues, HR professionals or line managers should take appropriate action to support employees, therefore initiating L&D options for their current role and future needs. It must be tailored to individual needs, strengths, and rather than a one size fits all program (Mckinsey, 2015). To drive performance, HR professionals need to prioritise capabilities using capability mapping tools to identify skills, expertise, knowledge, and activities required for individuals, business unit and organisation (Proberts, 2023). 



4.3 Explain different methods of performance review. 
As feedback becomes more frequent either in a formal or informal setting, it becomes more natural for both parties to build a healthy and trusting workplace relationship. With consistent checks on performance, teams can focus on priorities, handles uncertainties and challenges as they arise, and gives a real time picture of performance (British Council, 2022). 
Different methods of performance reviews 
· 360 review is an assessment in which employees gets feedback on their performance from managers, peers, and direct reports (Bracken, Rose, and Church, 2016). It measures the subjective workplace behaviours and provides a comprehensive look into an employee’s productivity, efficiency, competencies, and skills desired in a role to accomplish the objectives of an organisation (Heathfield, 2022).  However, criticisms on 360 feedbacks have been reported as it being inefficient meaning it does not give a transparent view of current work situation (Buckingham and Goodall, 2015). Even though there are limitations in using a 360 review, recognition of good performance can improve perceived competence of employees which may enhance intrinsic motivation (Ryan and Deci, 2020).

· Peer review is an assessment method that involves colleagues in evaluating their peers’ work performance and capability (Sherman, 2022). To ensure accurate feedback, colleagues who work directly with the employee should be selected. Managers can use the feedback as part of a formal review to accurately assess the employee’s performance (Cael, 2016). Although there are benefits to a peer review assessment like it encourages development of shared goal, provides insight to an inclusive workplace, and improves accuracy of performance rating (SpriggHR, 2020) there are criticisms to it being biased, can create confusion with differing opinions (Nasrudin, 2021) which can cause inconsistency in goal setting, giving feedback and coaching. 


5.1 Explain the key components of an effective total reward system. 
Total reward system is a coordinated effort designed by organisations to develop a motivated and committed workforce through a combination of financial and non- financial rewards. It is a reward strategy driven by an organisation’s overall business strategy encompassing all financial and non-financial rewards valued by employees in working for an organisation (Gardner, 2021).
Components of an effective total reward system 
· Compensation that are highly contingent on individual performance such as variable pay or that reflects an individual’s years of skills and experience such as base pay, both have an influence on organisational performance (Bomm and Kaimann, 2022a). Compensation that are unfair can significantly affect an individuals’ perceived autonomy and organisational justice which are strong elements of motivators for individuals (Bomm and Kaimann, 2022b).

· Benefit packages that provide indirect financial assistance to employees such as pension schemes, healthcare package, leaves, etc increases employee performance as it reinforces positive perception of fairness by their organisation (Ahmed and Ahmed, 2014). Flexible benefits can help employees take control of their benefits in the way it suits them and is seen as an appealing and competitive package. 

· Personal and professional development training opportunities is one of the greatest drivers of motivation and self-actualisation in employees (Kraiger, 2008). While employees are learning new skills and talent, they are also forming a sense of belonging and psychological safety which in turns naturally enhances performance and retention (Peoplevalue, 2021). 

· Recognition can take in the form of employee award titles, promotion, or verbal appreciation (Gardner, 2021b). Having a system of recognition for outstanding work not only makes employees feel appreciated but also reinforces good performance and fosters an atmosphere of trust (Deloitte, 2014). 



5.2 Explain the relationship between reward and performance. 
The relationship between an effective reward system and performance relies upon how clearly organisations are communicating of what it is trying to achieve and the ability of line managers in implementing reward strategies (Brown and Purcell, 2007). Studies have shown that when individuals or teams are offered rewards for achieving specific goals or demonstrate desired behaviour, they are often likely to perform better through motivation. 
According to Expectancy theory (Vroom, 1964), individual behaviour and efforts are motivated by key variables (Expectancy, Instrumentality, and Valence) and that choosing one behaviour will result in attaining the desired outcome or reward. These variables are links in the chain of motivation, and if one link is perceived weak employees will not be motivated. Therefore, it is important to make it clear to employees that their effort will result a satisfying result and valuable reward (Lunenberg, 2011). 
However, studies have suggested that extrinsic rewards undermine intrinsic motivation when it is too excessive or used too often (Anderson, 2023). It means that personal enjoyment or inherent satisfaction of doing meaningful work is weakened by a phenomenon called “over justification effect” which reduces inherent motivation to perform tasks (Cherry, 2019). It is important to note that the relationship between rewards and performance is influenced by various factors. When designing total reward systems, consideration on individual differences and context and its impact on individuals must be taken note of. Organisations that prioritisies employee experience by developing a good reward strategy with persuasive proposition that goes beyond financial rewards and emphasises on the psychological aspect such as well-being, reinforcements and intrinsic satisfaction of employees has been known to create an employers’ brand (Makoff-Clark, 2019). 






5.3 Explain the reasons for treating employees fairly in relation to pay. 

Fairness in pay means providing compensation that is equitable and appropriate with the value of work provided (Cilenti & Cooper, 2023). From an ethical and social point of view, equal and fair pay not only ensures compliance with legislation and serves social justice it is also a very important component of employee engagement and motivation. 
2 reasons why employees should be treated fairly in relation pay.

· Legal and compliance considerations in the UK under Equal Pay Act 1970(GOV.UK, 1970) prohibits any less favourable treatment between men and women in terms of equal pay for same work. Similarly, under Equality Act 2010, sex discrimination provisions prohibit any gender discrimination in respect to any non-contractual pay and benefits such as promotion, training, or transfer (GOV.UK, 2023). Any employers who put their employees at a disadvantage by paying less due to their protected characteristic might face financial repercussions or damaged reputation. Organisations who demonstrate a commitment to promote equal pay promotes inclusivity within the organisation. 

· Employee morale and performance is another reason why fairness should be considered in relation to pay. Cognitive theory evaluation on equal pay and its relation to employee morale and engagement shows that when pay is inequitable employees experience dissatisfaction (Greenberg, 1989). In the same context of fairness in pay, Equity theory by Stacey Adams (1965, cited in World of Work Project, 2019) provides insight into how individuals evaluate their own input to those with others who perform similar jobs to comprehend whether they are being fairly compensated. This is why equal pay is fundamental to promoting fairness and equity but also eliminates any bias and discriminatory practices. 


Conclusion 

The ultimate purpose of performance management is to create an environment where employees can perform to their best ability by ensuring employees and teams are provided with the resources they need, recognition they deserve to be motivated, and accountability to know what outcomes are expected. Performance management is not a new concept nor is a single activity, but rather a set of different practices which if approached holistically (CIPD, 2022a) can improve productivity, boosts morale, sets career paths, identifies development/training needs, and increases retention (Birt, 2023). The standard around performance reviews has changed from annual appraisals to continuous performance reviews- an agile approach to performance management. Annual managerial feedback often failed to produce desired performance improvements, with individuals finding continuous conversation of feedback more effective (Pollock, 2021). Performance reviews should benefit both employees and organisation with factors of considerations like capability and motivation. 
Different types of rewards motivate individuals differently depending on which stage of employee cycle they are at (CIPD, 2022b) which at times financial reward alone doesn’t motivate employee rather other elements such as intrinsic rewards should be integrated to attract and retain the workforce. Total reward system approach has a greater impact on individuals than a single reward system because this fulfils both intrinsic and extrinsic demands of individuals as it covers all aspects of work (Armstrong and Stephens, 2005). This leads to the conclusion that reward systems should cover both intrinsic and extrinsic rewards.
Developing capabilities should be done across the organisation and not explicitly on leaders and high potentials (Hagel, Wooll and Brown, 2020). Everyone in the workforce should get the opportunity to develop or cultivate their capability because capability not only drives business performance it also encourages employees to find new approaches, makes their daily routine more engaging as they are learning cultivating their capability which increases motivation. 
Pay systems that rewards their employees equally shows that organisations value their employees for the work they do irrespective of their age, gender, or other protected characteristics. There should be an equitable balance between the contributions of employees and organisations contribution to employees.  Organisations that offer flexible benefits where employees can tailor their benefit package by selecting the ones that are valuable and beneficial to them such as buying or selling annual leaves (CIPD, 2022c).
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