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Introduction
This report is intended to provide guidance on reward management for GA Pensions.
[bookmark: _Hlk102485723] Task One 

1) Evaluate the principles of reward and its importance to organisational culture and performance management. (AC 1.1)  

According to the CIPD (2023), ‘reward’ can be defined as the financial side of an employment contract, such as salary, bonuses and other defined benefits such as medical insurance. 

‘Total reward’ however, not only encompasses the financial benefits, but also considers non-financial factors such as flexible working, personal and professional development and autonomy for employees over their own work (CIPD, 2023).

It is suggested that the best approach to ‘total reward’ is to offer employees a combination of both extrinsic and intrinsic rewards (Wait et al., 2021). This is due to the belief that a range of rewards can have a positive impact on organisational culture and performance. The CIPD (2023) believe the principles of reward play a crucial element when it comes to shaping organisational culture and performance management, as reward can be used as a tool to reinforce behaviours and therefore culture. 

If organisations implement a well-designed reward system and reward package, this could foster a work environment which is positive, leading to an uplift in performance and organisational culture, benefiting both the organisation and the employees (Taylor and Woodhams, 2022). 

Further benefits can be sought from a positive organisational culture, such as becoming an employer of choice. Taylor and Woodhams (2022) suggest that a well-defined reward package will contribute to attracting, retaining and motivating employees. Being able to retain employees improves retention rates and organisational reputation, whilst also saving money for organisations by reducing recruitment costs (Taylor and Woodhams, 2022).
Another way to link reward with positive organisational culture and performance is to look at aligning organisational objectives with the reward structure. If an organisations objective is to become more eco-friendly and offer sustainable practices, implementing rewards (both extrinsic and intrinsic) for employees who actively suggest and create practices to support this objective, is not only a motivator for the employee, but could lead to organisational savings, and a culture of improvement (Armstrong and Taylor, 2020).

2) Explain how policy initiatives and practices are implemented. (AC 1.2) 

Communication and planning are imperative in the implementation process of any policy or practice initiatives (CIPD, 2023). Woodhams and Perkins (2022, in Taylor and Woodhams, 2022) state that ‘clear and effective communication’ (pg 64) is essential when making decisions around policy/practice changes. 

It is essential that the objectives of the policy/practice are made clear. Employees, managers and other stakeholders should be consulted to ensure any considerations can be discussed before decisions are made, to ensure any initiatives/practices that are implemented have the desired effect (Woodhams and Perkins, 2022). This will include providing feedback on current reward systems in place, as they may no longer be fit for purpose. This approach will help built relationships between employees and the organisation, which can help minimise resistance to change (Woodhams and Perkins, 2022). 

Line managers are instrumental in the implementation of new/updated policies/practices, so HR and people professionals need to ensure that line managers are fully trained to enable them to make effective decisions around reward (Woodhams and Perkins, 2022). Often, line managers are involved with making pay decisions, and therefore need to understand how decisions should be made fairly and consistently across the organisation. Additionally, line managers are also crucial of providing employees with intrinsic rewards and motivation, such as praise and favourable work-life balance (Woodhams and Perkins, 2022).

Miller (2017) suggests that in order to support line managers with implementation, HR should supply informative support materials, provide on the job training, and offer an open door policy for queries/concerns to be aired. Additionally, seeking CEO support to back the policy or hiring specialist consultants are other suggested measures (Miller, 2017). 

In order to evaluate the effectiveness of the new policy/practice, it is important that the organisation has processes in place to monitor the impact, which can be done both externally and internally. Externally, benchmarking against competitors can considered, whereas internally, staff surveys could be used to evaluate any correlation between reward and employee engagement (Woodhams and Perkins, 2022). Monitoring effectiveness will allow identification of areas of improvement, so further changes could be made. 


3) Explain how people and organisational performance can impact on the approach to reward. (AC 1.3) 

Armstrong and Taylor (2020) set out some general aims of reward management, which can be tailored to any organisation. Armstrong and Taylor (2020) advise that any reward system must ‘support the achievement of business goals by developing a performance culture and stimulating high performance’, ‘reward people according to the value they create’ and ‘align reward practices with employee needs’ (pg 471). 

Gifford (2022) states that the greatest creator of organisational success is the people, therefore their performance and how their performance is effectively managed, is crucial for organisational performance and therefore success.

Ensuring organisational objectives are clear for individuals and teams and what their expectations are is paramount, and will assist the organisation to measure both the people and the organisational performance. Gifford (2022) states that ‘performance can be defined at an individual, team level or mixture of both’. Measures of performance must be chosen carefully, must be relevant, necessary, and should align with the organisational strategy (Gifford, 2022). 

Waite et al (2021) suggest that an organisations approach to reward, should ensure that both organisation and individual performance is supported. Consequently, if individual performance is not supported and the reward system is poor, this could lead to increased turnover of employees, increased sickness, increased absenteeism, all of which contribute to additional costs for the organisation (Hajduk, 2017). 

Performance-linked rewards could be implemented to increase motivation in employees, to help them reach their objectives. This motivation is two-fold, as employees reaching their objectives will in turn mean the productivity of the organisation increases, leading to overall organisational objectives being met (Armstrong, 2021). 

It is also important to note that within organisations, reward and reward management can be significantly influenced by political factors, particularly for public sector organisations (Woodhams and Perkins, 2022). Organisations such as the NHS continue to rely on unions and collective bargaining for wage determination, and as such, have minimal impact on rewards they can offer due to funding cuts and pay caps imposed by the government, whereas private organisations have more control over their offerings to employees (Woodhams and Perkins, 2022). 

4) Compare two different types of benefits offered by organisations and the merits of each. (AC 1.4) 

Employee benefits are a valuable asset to an organisation. Benefits can be used as a way to attract and retain employees, in addition to encouraging performance, and helping support wellbeing (Cotton, 2023). Benefits can be either non-financial or financial. 

A non-financial benefit that is becoming more widely offered is flexible working. This is backed by Reilly (2001) who believes in introducing flexible working arrangements that are beneficial to both employees and organisations. Flexible working can be different for individual employees, such as, part time hours, job sharing, flexi-time, term time hours, and hybrid working.
In terms of flexible working, hybrid working has grown in popularity since the covid-19 pandemic. Taylor (2022, in Taylor and Woodhams, 2022a) suggests that since the increase of hybrid working, employees have been less stressed due to the flexibility, and have spent considerably less time commuting, which enhances their work life balance and it can have an overall impact on job satisfaction. For the organisation, this is a benefit as it promotes better wellbeing for employees, along with reduced operating costs as less office space is required (Taylor, 2022a).
It is also important to note that The Employment Relations (Flexible Working) Act 2023 will amend the existing regime and will further enhance the existing right for employees to request flexible working arrangements (Aldridge and Pugh, 2023).

A financial benefit would be to offer health/life insurance/death in service benefits. Cotton (2023) suggests that offering these types of benefits will ensure the ‘welfare and productivity of employees’. The purpose of these types of benefits is to give assurance to employees that any out of pocket expenses could be covered by the insurance when paying for prescriptions/medical procedures, or if anything more serious should happen, that their family would be helped. This in turn helps reduce stress, and increase an employee’s overall wellbeing. Suff (2023) suggests that investing in employee wellbeing can lead to reduced sickness absence, better employee engagement, and higher performance and productivity. This is further supported by the CIPD, as they believe that promoting and supporting employee wellbeing delivers mutual benefits for organisations, employees, economies and communities (Suff, 2023).

5) Assess the contribution of extrinsic and intrinsic rewards to improving employee contribution and sustained organisational performance. (AC 1.5) 

When employees work to achieve a reward they are extrinsically motivated (CIPD,2023). Extrinsic reward can be defined as rewards that are tangible i.e. pay and bonuses. 

When an employee works because it provides them with enjoyment or is of personal interest, they are intrinsically motivated (CIPD, 2023a). Intrinsic rewards are benefits that employees gain from a psychological perspective i.e. enjoyment, praise and recognition (Hajduk, 2017). 

Extrinsic reward will always be a high motivator and factor of any rewards package, and conversely, it can become a de-motivator if employees deem the pay and rewards to be unfair (Hajduk, 2017). This could become more prevalent during the aftermath of covid, and the current cost of living crisis, as a CIPD report shows those who have financial worries are more likely to be absent from work, and it could lead to an increase of presenteeism (CIPD, 2023), which in turn can negatively affect performance and culture.

For intrinsic rewards, the drive and motivation comes internally from the employee (CIPD, 2023a). This is an important element, as there is not always scope to improve an organisations financial offer, therefore organisations need to carefully balance the needs of both organisation and employees (Taylor and Woodhams, 2022). Furthermore, when there are employees with commitment and drive, it creates value within an organisation. Hajduk (2017) suggests that only when organisations offer fair pay and benefits can they begin to focus on the intrinsic factors, to help ‘inspire people to excel in their role’.  When employees feel they are being fairly rewarded for their role, only then will they become motivated intrinsically, and will consider how they can make a positive impact in their role, which will benefit the organisations performance (Hajduk, 2017).

Offering a balanced approach between extrinsic and intrinsic rewards is crucial to engage employees to contribute to the organisation, and in turn contribute to the performance of the organisation (Cotton, 2023). 


6) Assess the business context of the reward environment. (AC 2.1) 

From an organisations perspective, there are many moving parts to reward. From an internal business context, the reward environment needs to consider; supporting the achievement of business goals, attracting and retaining talent, motivating employees, and deliver value on their investments for both employer, employees and stakeholders (Armstrong and Taylor, 2020).

Woodhams and Perkins (2022) believe that the reward environment of an organisation is directly affected by how the organisation views its people, their behaviours, and on this basis, decides its reward system. 
In contrast to this, Snow (2021) suggests there is more to it than just the internal factors and how an organisation views its people. External factors that will need to be considered are; talent management, transparent pay structures and market-related comparisons (Snow, 2021).

Talent management could be an issue, as with current skill shortages affecting the labour market across the UK, this could drive up wages in particular areas where they are particular shortages, such as haulage (Snow, 2021). In addition to skill shortages another market factor, industry benchmarking, will also influence how an organisation attracts and retains its employees (Woodhams and Perkins, 2022).

Pay structures could differ hugely between private and public sectors. Public sectors are often bound to national level wages (NHS), but in some cases do offer variations due to cost of living and wage expectation in some areas, which can make it difficult to fill roles in other areas. Public sector organisations have much less flexibility when it comes to wages and reward structures. Private organisations have the benefit of determining their own pay structures, however they must still ensure they are legally compliant with the National Minimum Wage Act (1998), and the Equal Pay Act (1970) (Perkins and Jones, 2020). 

7) Evaluate the most appropriate ways in which benchmarking data can be gathered and measured to develop insight. (AC 2.2) 

The process of collating information on pay and reward packages external to your organisation is called salary benchmarking or market pricing (Fields, 2022). Salary benchmarking allows organisations to collect data from other organisations, in order to establish the ‘market rate’ and to allow them to track any movements in the rates (Cotton, 2023a). Although it is possible to compare similar/equivalent roles in other sectors, it is best practice to compare data on equivalent roles that are in the same sector as your organisation, particularly among private organisations (Cotton, 2023a). 

Organisations need to decide what data they want to measure; basic salary, total earnings (including bonuses and other financial factors), or the whole reward package including pension etc. (Cotton, 2023a). This is crucial when making a comparison.

Woodhams and Perkins (2022) suggest using various sources of published data for comparison, such as the CIPDs annual reward survey, which covers areas such as; pensions, benefits, pay positioning and performance related bonuses. Woodhams and Perkins (2022) also suggest using various other sources for the data such as Croner and Income Data Services, through surveys and industry wide reports. It is important to use reputable organisations for the data reports, and that the data is as recent as possible, to ensure the reports hold merit. Hourly rates, salary structures and individual salary data are considered essential data to be gathered and measured (Woodhams and Perkins, 2022). 

In addition to external benchmarking, internal benchmarking should be considered. This is usually done in the form of grading and pay structures, such as job evaluation. ACAS describes job evaluation as ‘a way to work out the relative importance of different jobs in an organisation’ (ACAS, 2014). Job evaluation (JE) can be used as a tool to job match, which enables salary benchmarking to take place (Cotton, 2023a).  


8) Explain how organisations use insight to develop reward packages and approaches. (AC 2.3) 

As Woodhams and Perkins (in Taylor and Woodhams, 2022a) suggest, utilising data to make evidence based conclusions and therefore decisions, is imperative. The insights and data gathered can be both primary or secondary, and both quantitative and qualitative, and a mix of all is recommended (Horn, 2012). 

All data gathered will need to be analysed. HR professionals will need to review the data, and try to find correlations, trends, themes and any underlying meanings (Woodhams and Perkins, 2022a). Once any patterns have been found, HR professionals will need to draw an evidence based conclusion before any changes can be implemented. When making conclusions on the evidence, considerations must be made regarding the impact any new reward packages/approaches will have on the organisation (Woodhams and Perkins, 2022a). 

For example, primary data gathered through staff surveys or employee focus groups will tell you data about your employee preferences. If data shows that employees feel they are being underpaid, the organisation can use secondary data from an external source, to complete a salary benchmarking exercise to review the pay and reward structures (Woodhams and Perkins, 2022). This will allow the organisation to review their reward package and ensure that it is in line with, or better than market trends. Increasing the pay/reward package can be both positive and negative for the organisation; positive to help attract and retain talent, however negative as it will increase the spend of the organisation, so they should consider both the long and short term benefits (Woodhams and Perkins, 2022a). 

Additionally, if data is showing that employees feel they don’t have a good work-life balance, the organisation should consider reviewing/or creating their flexible working policy. Taylor (2022a) suggests this is a benefit for both organisation and employee; there is the potential cost saving element if employees want to reduce their hours and the organisation can function without replacing those hours with another employee. However, potential negative effect if this results in additional recruitment needed to cover the reduced hours. It also has a positive effect on employees’ wellbeing. This change could result in better organisational culture and performance, as the reward on offer would align with the employees preference and motivate and retain them within the organisation (Woodhams and Perkins, 2022a). 




Task Two 


9) Explain the legislative requirements that impact reward practice. (AC 2.4) 


All reward packages need to ensure that they adhere to various employment laws, to ensure fairness and to avoid discrimination in the workplace and wider society (GOV.UK, 2015). All organisations must comply. One such example is The Equality Act 2010; the act lists nine protected characteristics; age, gender reassignment, being married or in a civil partnership, being pregnant or on maternity leave, disability, race including colour, nationality, ethic or national origin, religion or belief, sex and sexual orientation. The Act makes it against the law to discriminate against anyone for any of the reasons listed above (GOV.UK, n.d). 

The Equality Act 2010 also outlines the need for equal pay between men and women. This is true when men and women do ‘equal work’. ACAS (2022) describes equal work as ‘work that equal pay law classes as the same, similar, equivalent or of equal value’. ACAS (2022) also states the Equal Pay law applies not only to pay, but to other contractual terms including; basic salary, pension, annual leave allowance, holiday pay, sick pay, and benefits (i.e. a company car). 

The National Minimum Wage Act 1998 and the National Living Wage must be adhered too. The current minimum rates are; 
· 23 and over - £10.42 (National Living Wage)
· 21 to 22 - £10.18
· 18 to 20 - £7.49
· Under 18 - £5.28
· Apprentice - £5.28 - aged 19 and under, or in the first year of their apprenticeship. After the first year, apprentices are entitled to the minimum wage for their age (GOV.UK, n.d.a).

GA Pensions are able to offer their employees more than the minimum wage within their reward package, but cannot legally pay below the figures quoted above.

Additionally, there is The Working Time Regulations 1998 to consider, which ensures employees are awarded a minimum level of holidays, rest periods and reasonable working hours (Daniels, 2022). The current minimum level of holidays is 28 days paid leave, which includes the eight public holidays in the UK (Daniels, 2022). 

In terms of reward practices, adhering to the legislation means the organisation can ensure any packages they offer are legal, compliant, and non-discriminatory. This will ensure the organisation is better able to attract and retain talent. 


10) Assess different approaches to performance management. (AC 3.1)

Performance management is a measure an organisation makes in relation to how much value an employee creates within the organisation, with the aim to improve employees’ performance to align with the objectives of the organisation (Gifford, 2022). In turn, an employee’s performance could then impact the rewards that they receive, if the organisation chooses to link performance to their reward strategy by offering performance related pay (Gifford, 2022). 

A well-known ‘formal’ performance management practice is to hold a ‘performance review’, usually annually, which consists of a line manager meeting with individual employees, where they discuss goals and objectives that the employee will need to work towards ahead of the next review. The meetings are recorded in writing and kept on file, which is thought to encourage employees to take it seriously (Taylor and Ciachir, in Taylor and Woodhams, 2022). A report published by Bloom et al (2012, in Taylor and Woodhams, 2022) showed that organisations that use this formal approach were on average 23% more productive, providing the formal reviews included targets which were ‘tough, but achievable’, incentives such as praise, payments or career opportunities and monitoring, where data is collected and analysed, identifying opportunities to improve (Taylor and Ciachir, 2022). 

An alternative approach to performance management is using a 360-degree appraisal. This is where feedback about performance are given from peers, subordinates, customers, the manager and a self-appraisal (Taylor and Ciachir, 2022). Although not currently widely used, studies have shown that in order to render this type of review a success, there are two conditions which must be met; it’s made clear that those engaging in the process that the process is for developmental purposes only, and secondly that the process is confidential, to ensure trust in the employees that there will be no negative repercussions towards them for speaking truthfully with their feedback (Taylor and Ciachir, 2022). 

Gifford (2022) states that there isn’t one specific approach to performance management, and suggests that organisations should develop their own measures and practices that is relevant to their industry, and organisational goals and objectives. 
  

11) Review the role of people practice in supporting line managers to make consistent and appropriate reward judgements. (AC 3.2)

Woodhams and Perkins (in Woodhams and Taylor, 2022) explain it is crucial for people practitioners to support line managers in making consistent and appropriate reward judgements. It’s important for people practitioners to include and consult with line managers with decisions around reward management so their views are considered (Woodhams and Perkins, 2022). If line managers are not consulted and included in decision making around reward, this could result in disengagement from both line managers and employees (Woodhams and Perkins, 2022). 

People practitioners must ensure that all necessary training is provided to line managers, which will enable them to make ‘objective and ethical judgements’ (Woohams and Perkins, 2022, pg 83). Line managers may need to make decisions based on performance, skill, and/or competence (Woodhams and Perkins, 2022) and without the appropriate training, these decisions could be unfair, inconsistent and inappropriate.

People practitioners need to ensure line managers are aware of any policies and procedures relating to reward, and know how to use / enforce / understand them to help them make informed decisions. This will include policies / procedures based on both financial and non-financial rewards (Woodhams and Perkins, 2022). Any training provided should also include information on any legislative requirements surrounding reward, to ensure they stay legal and compliant (Daniels, 2022). People practitioners can also ensure line managers have training to perform performance appraisals or performance reviews to enable them to evaluate employee performance and whether these align to the organisations goals and objectives (Gifford, 2022).

Additionally, Armstrong and Taylor (2020) suggest that in order to ensure that line managers are fairly and consistently allocating rewards, people practitioners need to ensure they are informed about job evaluation and grading. The knowledge surrounding job evaluation can help support line managers to make reward decisions based on responsibilities of the roles and skill level. Combining this knowledge alongside salary benchmarking across similar organisations, will ensure consistency (Armstrong and Taylor, 2020). 


12) [bookmark: _GoBack]Explain how line managers make reward judgements based on organisational approaches to reward. (AC 3.3) 


According to Gifford (2022), organisations should develop their own reward system and suggests that the reasoning behind this is to align employee’s performance with the organisations goals and objectives. 

Line managers should consider the legal implications of any judgements they make on rewards. GOV.UK, (2015) state that employment laws need to be followed to ensure fairness and to avoid discrimination. The Equality Act 2010, The National Minimum Wage Act 1998 and the National Living Wage must all be adhered too (GOV.UK, n.d.a), along with The Working Time Regulations 1998 and the minimum number of holidays given (Daniels, 2022). Following the legislative requirements will ensure their reward judgements are compliant, fair and non-discriminatory. 

Woodhams and Perkins (2022) suggest line managers should review any policies and procedures in place to help aid them in their reward judgement decisions, and should seek support from their people practitioners when needed. Line managers should take up any training opportunities provided by people practitioners in relation to reward. 

Additionally, line managers should look at both extrinsic and intrinsic factors when reviewing reward, to balance the needs between the organisation and the employees (Taylor and Woodhams, 2022). 

Armstrong (2021) believes using performance-linked rewards, such as performance-based pay, will increase employee motivation. This approach could provide motivation to high performing employees, but could be seen as a demotivation to employees who are not hitting their targets, and could be detrimental to the organisation (Hajduk, 2017). Bloom et al’s report (2012, in Taylor and Woodhams, 2022) showed that organisations that use a formal performance appraisal, or performance review (usually done annually or bi-annually) were on average 23% more productive. 

To conclude, line managers must use all resources available to them, in order to make fair, non-discriminatory judgements around reward, including the organisations goals and objectives, their strategy and any legislative requirements.  
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