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Introduction
The societal and business landscapes are ever-changing, so organisations must be able to adapt effectively to remain competitive. The key element to success is continually assessing how performance is managed and having an effective rewards system. 
The briefing paper intends to equip Healthcare on Hand’s senior leaders and management team with an understanding and insight into performance management and reward.  

Purpose and components of performance management (AC 4.1)
Performance management (PM) comprises a number of practices that harnesses employees’ performance to expand their value. When appropriately implemented, PM aligns employees’ performance and the organisation's objectives to improve workplace outcomes (Torrington, 2017). It can also signal a warning about specific areas, thus helping line managers (LM) address them before they become a larger issue to ensure the smooth-running of the workplace (Carpi, Douglas and Gascon, 2017). 
Some key components of PM are systematically monitoring performance via formal or informal reviews, establishing objectives, and creating action plans for employees who may be struggling (Gifford, 2022). Feedback from managers throughout is crucial and should be constructive; however, in practice, it is not provided as frequently as it could be. 
Unfortunately, there is a long-standing and broad consensus among researchers and practitioners that PM is generally ineffective (Brown et al., 2019). Despite historical intermittent changes to PM systems, experts calling for continued change argue that the processes could impede employee development and limit workplace synergy as they are bureaucratic, expensive and time-consuming (Schrøder-Hansen and Hansen, 2023). 
However, there are signs again of a change in the PM trend. In recent years, large corporations, such as Microsoft and Netflix, have redesigned how they manage performance by incorporating greater communication between managers and employees, regarding feedback and goal-setting, and reducing formality (Crews, 2021). While the impact of these changes is too early to be seen, extant research supports the use of modern techniques and should encourage smaller business leaders to adopt a more holistic approach.  



Factors to consider when managing performance (AC 4.2) 
Many factors can affect the performance management cycle, for example, resource availability and an employee’s capability (Armstrong, 2017). Below are two more important factors that Healthcare on Hand’s people team particularly highlight: 
Role of line managers (LMs) 
There is no doubt that LMs play a fundamental part in supporting PM as they are in a unique position to rally employees (Leatherbarrow and Fletcher, 2019). However, LMs generally seem to experience challenges in effectively implementing PM due to various reasons, such as stress from workload and insufficient training (Brown et al., 2019). According to Neher and Maley (2020), another reason could be due to a LM's low "personal values system" (p1129). Apathy towards the PM process and employees can greatly reduce a LMs ability to carry out PM effectively. LMs also play an essential role in helping employees set goals that support company objectives at the individual level (Leatherbarrow and Fletcher, 2019), and senior leaders can support LMs by clarifying the organisation’s goals which is another crucial factor. 
Clarity of organisational goals 
Clear, challenging, yet realistic goals make it easier for employees to cooperate with the business strategy and have a motivational effect that can increase performance (Latham, Brcic and Steinhauer, 2017). Some research also encourages employee participation in organisational goal-setting as it has a proven positive impact on their perceptions, thus increasing overall “employee proactive behaviour” (Pervaiz, Li and He, 2021, p2). Part of Adobe’s new model of PM, for example, focuses on assessing the company’s goals to ensure that it works for employees. This approach acts as a motivating factor and is inclusive to employees (Doerr, 2018).  

Performance review methods (AC 4.3) 
Performance reviews form part of the organisation’s wider performance management process. During performance reviews, LMs appraise employees based on a range of measures, and the scores given to them inform decision-making on promotions, pay and employee terminations (DeNisi and Murphy, 2017). 
A growing number of small and medium-sized enterprises are following in the footsteps of larger companies that have shifted from formal one-time annual appraisals to more informal check-ins as part of a continuous review (Doheny, 2021). The adoption of a more holistic approach is due to annual appraisals no longer being viewed as constructive and employees finding them stressful and dependent upon the LM’s views towards them (Bititci et al., 2018). On the other hand, continuous reviews, which involve regular collaborative communication between LMs and employees on tailored goal-setting and work expectations, bring about perceived fairness (Singh, 2018) since it induces less scoring bias and is inclusive to neurodiverse employees (van Dijke, Van Quaquebeke and Brockner, 2020; Hamdani and Biagi, 2022). 
An essential type of appraisal is 360-degree feedback which provides employees with responses from anyone they know. This type of appraisal can be useful as it allows different perspectives to be heard, aiding the employee to work on various areas of their work. Unfortunately, gathering all the feedback takes time, and they may not be fully reliable as reviewers who have known the individual for less than one year or more than three years tend to give inaccurate reviews (Stevens, 2021). However, Zenger and Folkman (2020) argue that 360-degree feedback can be valuable for leaders if, post-feedback, they receive proper advice from the people team and actively engage in subsequent procedures.   
 
Key components required for an effective total reward system (AC 5.1)
Total reward involves all financial rewards, for example, base pay and bonuses, and non-financial rewards, such as flexible working arrangements (Cotton, 2023). An effective total reward system can form part of the broader reward strategy that impacts recruitment, retention and employee engagement (Fulmer and Li, 2022).
According to research, non-financial rewards have a longer-lasting impact on employees, and individuals recognise this as more of them compare the intangible rewards organisations provide when job-seeking (Thomson, 2017). For example, providing pathways for career growth has a positive effect on retention (Houssein et al., 2023) and, particularly during heightened uncertainty, helps employees thrive and improve commitment (Huo, 2020). Employee recognition, another non-financial reward, is also a tool for an effective total reward system. When employees are periodically acknowledged for their work, their engagement levels are boosted, which aids in their fulfilment at work and has a positive ripple effect on the organisation’s performance (Hirsch, 2023). 
While bonuses may not have a significant impact, employees value their workplace pensions (Waite et al., 2017). Providing pension plans is essential if an organisation expects to attract and retain their workforce as many individuals seek them out when looking for jobs (Murray and Dulebohn, 2021). A total reward system can be successful when rewards are viewed as a benefit to the organisation and employees are considered to ensure that the rewards are worthwhile to them (McMullen and Scott, 2020). 

Reward, performance and motivation (AC 5.2)  
Scholars and practitioners alike agree that a positive relationship exists between reward and performance and that an employee's motivation plays a central link between the two (Rita et al., 2018). 
Manzoor, Wei and Asif’s research (2021) on non-financial rewards, such as employee development and feelings of respect from LMs, adds to existing findings that intrinsic rewards significantly increase motivation and improve employee performance. According to the scholars, intrinsic rewards have a particularly strong effect in increasing employee retention and job satisfaction compared to extrinsic (or financial) rewards.  
Similarly, intrinsic motivation has a more sustained positive effect on employee performance than extrinsic motivation, the latter only leading to a short-term impact or can even worsen performance due to experiencing increased burnout (Kuvaas et al., 2017).

Self-determination theory (SDT) is one of the most robust evidence-based concepts of motivation theory, which contends that the need for autonomy, competence and relatedness are innate in everyone (Wietrak, Rousseau and Barends, 2021). Leaders and LMs can use SDT to sustain motivation. For example, they can embody openness and safety to empower employees to voice their thoughts and encourage employees to use their skills and undertake further training (Forner et al., 2020). 
It is also important to get to know employees better as employees’ behaviours are affected by the relationship with their LM, thus affecting their performance (Pulakos, Mueller-Hanson and Arad, 2019). Performance outcomes will be better if leaders and LMs can effectively establish good employee relationships. 

The importance of treating employees fairly concerning pay (AC 5.3)
There is a legal imperative for employers to ensure fair pay for their employees. The Equality Act 2010 guards individuals with protected characteristics from pay discrimination; therefore, if employers conduct unfair pay, they could be faced with equal pay claims if their employees bring forward a case against them (Equality and Human Rights Commission, 2020). 
The case of ‘Ms HE Biggs v A Bilborough & Company Ltd and others’ exemplifies the consequences of discriminating against employees and their successful claims. The Employment Tribunal ruled in favour of the claimant and ordered her company to pay her over £150,000 in damages (Bird, 2022). Some key ways to ensure equal pay are by reviewing workers’ pay internally, conducting regular audits to address any issues at their first sign (Sisson, 2019) and pay transparency. When employers are transparent about pay, the number of employees seeking new jobs reduces, aiding retention- another paramount reason for fair pay (Behbahani, 2023). 
There is also a moral and social justice imperative for paying employees fairly. Fair pay demonstrates to employees that they are respected and valued for their hard work. The perception of fairness and organisational justice, regarding pay distribution, decision-making and employee treatment, encourages workers to remain at the organisation (Cotton, 2022) and has marked positive outcomes for women’s health. Generally, when women experience pay inequality, they have a greater chance of mental illness. The experience is even more pointed for women from ethnic minority backgrounds who face pay and health disparities from sex and race discrimination (Yearby, 2019).

Conclusion
As highlighted in the paper, managing performance effectively is crucial, as not doing so has damaging consequences, such as increased turnover and strained employer-employee relationships. Effective performance management, in part, means moving away from ingrained, traditional methods that no longer serve a purpose and being open to the latest research on new approaches that can make improvements. Furthermore, a key theme that runs through the paper is the concept of fairness, which demonstrates how important the establishment of fair procedures and the fair treatment of employees are. The foundation for an effective performance management and total reward system, thus, also involves all senior staff championing fairness and employee wellbeing in the organisation. 
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