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Task four- Guidance document (performance management and reward)

1. The purpose and typical components of performance management. (AC 4.1)
Performance management is the approach used to maximise the value employees create through their work in line with the organisation’s objectives (CIPD, 2025). It focuses on establishing objectives for individuals, improving performance, and holding people accountable for their contributions. Applying an effective performance management system can have benefits for organisations, such as greater quality of work produced and a motivated, flexible workforce. It also benefits individuals by creating work opportunities and offering potential compensation (Waite et al., 2021, p. 159).
In many organisations, performance management includes key components:
· Establish procedures specifying their approach to performance management, including appraisals, probation reviews and performance reviews. It is essential to set goals in these reviews that are measurable and clear, helping employees stay motivated and focused (Rice, 2025).
· Systems for collecting and recording performance information and outcomes: Systems for collecting feedback can include 360° feedback and appraisal forms. Feedback and coaching can then be used to help employees understand their strengths and recognise their areas needing improvement.
· Individual job/role descriptions: Accurate descriptions of roles are crucial so staff can fully understand what the job entails (Waite et al., 2021, p.163).
· Available learning and development opportunities: Training staff is crucial for optimising employee performance and fostering their growth of efficiency, productivity, job satisfaction, motivation, and innovation. Investing in employees can enhance morale, motivation and retention (Arulsamy et al., 2023).
· Integrated policies and procedures: Policies for performance management are important, they have links to disciplinary, pay and reward policies. These policies are important for establishing responsibilities of the employer and employee, setting objectives, and outlining steps and consequences of unsatisfactory performance (HR Toolkit, 2024).









2. Two factors that need to be considered when managing performance. (AC 4.2)
Many factors need to be considered when managing performance, such as level of motivation. Maslow (1943) developed the hierarchy of needs theory involving five different ‘needs’ to reflect the levels of these needs shown in Figure 1.
[image: Maslow’s Hierarchy of Needs: Applying It in the Workplace | Indeed.com]                                                                       Figure 1 (Herrity, 2025)
· Self-actualisation: Inter Luxe Hotel Group must provide a working environment that enables the trainees to grow and reach their most authentic self. It is important to align work with employees’ values (BBC Bitesize, 2025).
· Self-esteem: It is vital Inter Luxe Hotel Group create an inclusive culture to allow graduate trainees to thrive by being accepted and valued. Recognising their contributions and providing growth opportunities can help build stronger working relationships (Exploring Your Mind, 2022).
· Love and Belonging: Having close working relationships can create a sense of belonging. Studies have shown that cultivating connections and friendships at work increases happiness and productivity (Weir, 2024).
· Safety: The trainees need to feel safe and secure in their role to thrive and have access to physical and financial resources (Waite et al., 2021, p.168). 
· Psychological: Inter Luxe Hotel Group must provide basic needs, including fair compensation, safety, training and benefits. These needs are not necessarily ‘motivating’, but without them, the trainee would not be able to perform their role (BBC Bitesize, 2025).
We must also consider capability when monitoring performance. Employees may be motivated to do their best, but they may not possess the skills and knowledge to meet the role’s requirements. Clear communication and setting goals are necessary for helping them develop the skills needed to perform their role (ACAS, 2022). If the graduate trainee does not understand their role and feel they cannot reach their full potential, they can become disengaged and less productive. Performance reviews must be used to address underperformance, and appropriate development methods must be discussed (Waite et al., 2021, p.168). 



3. Different methods of performance review. (AC 4.3)
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AI-generated content may be incorrect.]One method of performance review is 360-degree feedback approach. Inter Luxe Hotel Group could incorporate this method to evaluate the graduate trainee’s performance based on reviews completed by all employees. Figure 2 shows a representation of ‘360-degree’ as it seeks feedback from above, in line and below the appraisee. 
                                                           Figure 2 (Waite et al., 2021, p.177)

The benefit of this approach is that it provides a more objective analysis by providing clarity on patterns in the feedback, as multiple people may have similar opinions. It also increases the accuracy of feedback; for example, the trainee at Inter Luxe Hotel Group may perform well from a manager’s perspective but may not be communicating well with peers. This is useful as it can increase self-awareness, allowing individuals to develop in weaker areas and ultimately enhancing performance (Rogel, 2025). Having a greater understanding of the trainee’s strengths and weaknesses is vital for assigning training and targets (Rodriguez, 2025). Although 360-degree feedback can be costly, it is highly informative (Waite et al., 2021, p.177).
Self-reflection and self-assessment are important for all performance appraisals. It is essential employees reflect on their performance and targets, as this builds self-awareness by allowing them to be honest with themselves and acknowledge their strengths and weaknesses (Agoro, 2025). Self-assessment can take the form of self-rating or reviewing specific activities or objectives. Employees must be honest in their self-assessments, as this enables employers to find areas of development that are required, and provide support (Waite et al., 2021, p.176).








4. Key components (financial and non-financial) that are required to achieve an effective total reward system. (AC 5.1)
Total reward is an approach that encompasses all aspects of work that people value, financial and non-financial. This can include pay, benefits, flexible working or learning and development opportunities (CIPD, 2025). All employees value different rewards; therefore, if Inter Luxe Hotel Group acts as an ‘employer of choice’, they will stand out from other organisations with a strong employer brand due to paying employees well and having a positive culture (Higgs, 2006). 
The organisation WorldatWork identifies six components of the work experience that are recognised under a total reward approach, where prominence is given to both remuneration and non-financial rewards. This includes performance and recognition, work/life balance, organisational culture, development and career opportunities, business strategy and human resource strategy (WorldatWork, 2025).
Inter Luxe Hotel Group can offer financial rewards, including fair and competitive salaries, and benefits such as pension schemes, bonuses, promotion opportunities, and gym memberships. Financial benefits can help to attract, retain and motivate employees, but can also enhance the reputation (CIPD, 2025).
Inter Luxe Hotel Group must also consider non-financial incentives as they are not as easily imitated by competitors as financial incentives (Armstrong, 2019). Rewards such as recognition of achievements, flexible work options, and training and development opportunities will not only motivate employees, but also enhance their skills, leading to higher quality of work (Quinn, 2025). Offering flexible work or flexitime can make employees feel in control by supporting their work-life balance. This can increase job satisfaction and, consequently increase retention. If Inter Luxe Hotel Group recognise their employees’ contributions, they will feel valued and appreciated. This can boost morale and result in increased engagement and motivation (Hall, 2025). 
       

5. How reward can motivate employees to perform. (AC 5.2)
Many different types of reward systems exist in organisations, including financial compensation, benefits, work-life balance, performance, recognition, and development opportunities. Inter Luxe Hotel Group could offer intrinsic rewards to help enhance productivity and motivation (CIPD, 2022). Intrinsic rewards are psychological benefits that provide personal satisfaction and a sense of purpose through one’s work (Hajduk, 2017). For example, if an employee goes above and beyond for a customer at Inter Luxe Hotel Group, they will get recognition from senior management, which provides them with a sense of importance and achievement, ultimately boosting engagement and quality of work.
Additionally, offering extrinsic can also enhance motivation as the benefits are derived from participating. For example, Inter Luxe Hotel Group could offer competitive salaries, bonuses, and social rewards. Offering incentives for good work can motivate employees. However, they need to meet employees’ basic needs; money alone is not a motivator and can be demotivating if it is considered as unfair (Forman, 2023). Extrinsic motivators can lead to higher productivity by reducing absences and turnover (CIPD, 2024).
Herzberg’s two-factor theory argues that there are two factors’ organisations can adjust to influence motivation in the workplace. Herzberg’s theory shows how motivator factors such as recognition, achievement and growth will motivate individuals. However, hygiene factors such as salary, policies and practices, job security and relationships will not encourage employees to work harder but will be unmotivated if they are not present. Inter Luxe Hotel Group must ensure that the foundations of work are well-implemented, with fair salaries and effective policies to satisfy employees, and then create a motivated workforce by considering motivator factors (Waite et al., 2021, p.169).


6. At least two reasons for treating employees fairly in relation to pay. (AC 5.3)
Pay and remuneration are a hygiene factor in Herzberg’s two-factor theory; therefore, although they may not directly encourage employees to work harder, their absence can lead to employee demotivation (Waite et al., 2021, p.196). It is vital that pay is fair to keep employees motivated and productive.
It is essential that Inter Luxe Hotel Group follow legislation such as the Equality Act (2010). For example, Women and Men have the right to receive equal pay for equal work. Under the act, there are three types of equal work:
1. Like work, where work is the same or similar
2. Work rated as the same under an analytical job evaluation
3. Work of equal value, where effort and skill are equal in value 
Inter Luxe Hotel Group must comply with this legislation as employees who feel they have been discriminated or mistreated can bring a claim to an employment tribunal. This can result in substantial compensation and damage an organisation’s reputation and finances (ACAS, 2025). Inter Luxe Hotel Group must stay up to date with recent legislation and update policies and procedures accordingly to avoid legal ramifications. 
Fair pay is also a key factor in recruitment and retention. Having a competitive, fair salary can be a deciding factor when joining or staying at an organisation. Fair pay has a significant impact on employee satisfaction, as when employees feel they are being treated fairly, it boosts their morale and motivation (Hall, 2025). Providing fair pay can also attract top talent for Inter Luxe Hotel Group, as employees will be drawn to the positive culture and values of the organisation (Pay Analytics, 2023).
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