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Healthcare on Hand – Performance Management and Reward
Briefing paper written by Jolanta Kalnina.

Introduction:
[bookmark: _GoBack]This briefing paper aims to provide the managers at Healthcare on Hand essential knowledge and understanding of both employee performance management and reward systems. The document will cover a variety of important topics such as the purpose of performance management and reward, the key components to consider, the different methods to be used, the links to motivation and it will finish off by providing key reasons for treating employees fairly in relation to pay. 

Main Findings:
The purpose and components of performance management. (AC 4.1) 
A variety of benefits can be achieved when managers and people professionals place importance on performance management. The quality and success of an organisation depends notably on the performance of its employees; it will give them the tools to effectively and efficiently perform to the best of their ability and produce a higher quality of work (Tardi, 2022). According to the CIPD (2022) the definition and purpose of performance management is to ‘establish objectives’ so that employees can see their contribution in meeting the organisations objectives, to ‘improve performance’ among all those involved and to ‘hold people to account’ by linking their performance to a variety of rewards or otherwise. The components of performance management include having a set procedure and approach such as clear goals on the impact, who will be involved and the frequency and formality of the reviews, also having an effective system for recording the information and outcomes on systems such as online performance management systems. Furthermore, having clear job descriptions that align with organisational goals and having a means of collecting performance data are also key components of performance management. Finally, managers should also ensure that learning and development options are available to provide employees a way to achieve their set goals and maintain them, and related work policies and procedures must be updated regularly to ensure they are in line with the organisations people management framework (Waite et al. 2021, pp. 163-166).

The main factors that need to be considered when managing performance. (AC 4.2)
In order to conduct effective performance management, managers must consider some of the many factors that may impact performance; the Skill-Will Matrix by Max Landsberg suggests that motivation and capability are the two main factors that affect performance (Landsberg, 2015). Studies present that motivated employees are more likely to produce a higher-quality output and be more satisfied and committed towards their work and that this can be achieved through the use of extrinsic and intrinsic motivators (CIPD, 2021). Both Diamantidis, et al. (2019) and Pritchard, et al. (2023) also agree that managers can better manage performance if they use models of motivation, this helping them to better ‘understand, diagnose and improve’ employee motivation. Some models of motivation include Maslows Hierarchy of Needs, Herzbergs Motivation-Hygiene Theory and Vrooms Expectancy Theory (Waite et al. 2021, pp. 168-170). Capability refers to levels of skill and knowledge, this is an important factor as workforce capability has become pivotal in gaining and sustaining the success of an organisation, and again, it also increases quality of work (Waite et al. 2021, pp. 172). To solve capability issues, managers should implement development procedures that encourage employees to improve, these can be external or internal, individual or team-based (Acas, 2022). Finally, another factor to be considered is work context, for example, leadership and management; surveys show that employees who feel supported and trusted by their line managers are more likely to feel engaged in their work (Urquhart, 2022). This can be achieved by providing clear goals, fair and constructive feedback, having fair and open policies and enhancing job satisfaction (Waite et al. 2021, pp. 174).

The different methods of performance review. (AC 4.3)
There are a range of factors to consider when looking at different methods of performance review. One of these methods could be a 360-degree feedback approach, this is when employee performance is evaluated from as many sources as possible, for example colleagues, clients and managers; it can be useful in providing broader and more transparent feedback and the employee is more likely to acknowledge this feedback as it comes from multiple sources (Herrity, 2022). On the other hand, it can be a very costly and time-consuming process and runs the risk of colleagues providing bias feedback (CIPD, 2022). Objectivity and bias is an important factor to consider as research shows that to create a high-performance culture, performance reviews must feel fair, useful and positive (CIPD, 2023), likewise, ensuring procedural justice in performance management is so influential that no matter the outcome, the employee will be more favourable to appraisals if they see the process as accurate and unbiased (CIPD, 2016). To ensure this, appraisals can be supported by valid evidence and moderated by a third party (Waite et al. 2021, pp. 181). Another method is a self-assessment review such as the employee self-rating against specific objectives or activities, or a reflective commentary around this (Waite et al. 2021, pp. 177). There is conflicting research on this method as although it can lead to a more honest and balanced assessment, findings again suggest that self-set goals are actually less influential than assigned goals from external sources (CIPD, 2016). Furthermore, no matter which method is used, it should be done on a continuous basis and not just once a year (CIPD, 2017). 
 
The key components (financial and non-financial) that are required to achieve an effective total reward system. (AC 5.1) 
Total reward is made up of relational and transactional rewards; it extends beyond just pay and benefits and covers all areas of work that are valued by employees (CIPD, 2023). Rewarding your employees with tangible and intangible rewards will bring an array of benefits such as increased revenue, reduction of employee turnover and increased employee engagement and customer satisfaction (Herrity, 2023). The non-financial rewards are key as they focus on providing personal and career growth, recognition and autonomy and responsibility, these are beneficial as they are harder to imitate by other organisations and so will help to attract and retain employees (Waite et al. 2021, pp. 195). For example, career growth opportunities such as formal or informal learning will help to develop a talent pipeline, recognition schemes such as awards events, prizes or even thank you letters will boost morale and improve productivity (Indeed, 2022) and autonomy and responsibility will motivate employees at work (Waite et al. 2021, pp. 196). 
Needless to say, pay continues to be a key consideration for employees within an organisation and remains the ‘foundation on which everything else is built (LGE, no date). Financial rewards are also key and can include base pay, which is a guaranteed contracted salary and variable pay which includes bonuses, overtime payments and incentives, these financial rewards are important as employee financial distress can lead to presenteeism and work absence (CIPD, 2023). Benefits are also rewards that accompany pay, these include enhanced statutory rights, pensions, life insurance etc. all of which contribute to employee financial security (Waite et al. 2021, pp. 193) and also recognise the diverse needs of the workforce (LGE, no date). 

The relationship between reward and performance, and the links to motivation.
Reward systems have a large impact on an organisations ability to gain, retain and motivate employees and the relationship between reward and performance is clear as a meta-analysis’s presented that competitive reward programmes created a 27% gain in employee performance. Furthermore, Fatima (2021) writes that the ‘Path-goal model’ presents this relationship perfectly; if an employee sees high performance as a path leading to the attainment of a personal goal, they will work on becoming a high performer. Overall, if employees understand the link between their performance and their rewards, they will become motivated to perform higher. As previously mentioned, for the rewards system to influence motivation, it requires both extrinsic and intrinsic motivators, extrinsic motivators can be used to engage employees for short-term situations such as pushing towards a goal and intrinsic motivators will allow employees to find meaning in their work, this can also be referred to as the first layer in ‘Maslows Hierarchy’ for employee motivation (Bravo, 2019). The Expectancy Theory principles also explain how a reward system can influence motivation; if the expected rewards are valued and attainable, they will be more attractive to employees, and likewise the Equity Theory builds on this by suggesting that if these rewards are equitable and fair in terms of input and outcome, then employees will be even more motivated to perform better (Eerde, 2015). Overall, having an understanding of these motivational theories which explain the motives of individuals’ performance and behaviour will allow organisations to better design their reward systems to ensure better performance (Waite et al. 2021, pp. 196). 

Reasons for treating employees fairly in relation to pay. (AC 5.3)
Employers are required by law to treat employees fairly, especially in terms of pay and there are many reasons as to why doing so is important. One of these is that it will provide the organisation protection against equal pay claims. Under the Equality Act 2010, men and women in the same employment who are performing equal work, are entitled to equal pay, unless a pay difference can be justified (CIPD, 2022). If an employee feels that they aren’t receiving equal pay, they are able to make a claim for equal pay to an employment tribunal, along with this, the employee may also be able to make a claim for sex discrimination if enough evidence is provided. If the claim is lost, organisations can be forced to conduct an equal pay audit and publish the results (Acas, 2022). An example includes a past equal pay claim made against Tesco which threatened to cost the supermarket up to £4 billion (Good Morning Britain, 2018). Another reason, as touched upon in this paper, is that treating employee’s fairly in relation to pay will certainly be an aid to employee retention. As stated by Kim-Brunetti (2022) fair pay is one of the ‘greatest drivers for employee satisfaction’, fair pay will minimize employee turnover and will instead drive engagement. The Equality and Human Rights Commission (2020) presents the same view as they state that pay systems that are fair and transparent will attract the best employees and again reduce their absence and turnover. 
Conclusion:
In conclusion, it is clear that ensuring the organisation has an effective performance management and total reward system in place will bring an array of benefits to both the individual employees and the whole organisation, these including higher productivity, increased retention and increased customer satisfaction. It is essential that managers are able to understand the key components of both systems, how to use them effectively, be able to understand the relationship between the two and finally also be aware of how models of motivation can be used to understand the employees better. 
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