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INTRODUCTION
“Reward management deals with strategies, policies and practices required to ensure that the value of people and the contribution they make to achieving organisational, departmental and team goals is recognised and rewarded.”
(Armstrong & Taylor, 2020, p. 473)
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Invigorate high performance that support achievement of business goals
Attract and retain the best people for your organisation
Motivate and engage employees to behave in a way that promotes achieving business goals
The value created by individuals is rewarded appropriately and fairly
Deliver value on investment and meet the needs of employees
(Armstrong & Brown, 2019, pp. 6-7)















	Principles of Reward Management & Link to Organisational Culture & Performance Management
(AC 1.1)

	· Fundamentals of reward management

· Integration of reward with business objectives

· Supporting culture and values

· Performance management

· “Good work is fairly rewarded”  (Findlay, et al., 2021a)

· Reward and legislation



Armstrong & Taylor (2020, p. 473) advocate that fundamentally, reward management is an overall approach concerned with how we value people and reward them for the contribution they make in achieving organisational objectives.  Total reward management is an approach that integrates monetary and non-monetary rewards and emphasizes the importance of reward as a coherent whole.  Rewards may be extrinsic (tangible) or intrinsic (psychological).
Effective reward systems attract and retain high-caliber people that promote and drive a high-performance culture that supports achievement of business objectives, through motivation and engagement by rewarding in line with the value contributed.  Although reward can be complex and must balance internal fairness against external considerations and performance factors (Armstrong & Brown, 2019, pp. 97-98).
SHRM (Society for Human Resources Management, 2017) note the importance of reward as a method that employers can use to engage and motivate employees into behaving in a manner that complies with its culture and values.
Performance management is an important element of reward – “good work should be rewarded” (Personio, n.d.) by directly linking financial and non-financial rewards because improved and sustained employee motivation is directly impacted by reward.
CIPD (Findlay, et al., 2021a) advocate good work includes financial and non-financial reward – fair reward, opportunity to make a secure living, development and fulfillment and a good work-life balance.
CIPD (2022a) detail that there are legal requirements incumbent upon UK employers and other voluntary codes in relation to fair pay and reporting, for example, the national minimum wage, gender pay gap and chief executive pay ratio.


	Implementation of Policy Initiatives & Practices
(AC 1.2)

	· Ethical decisions in reward management 

· Eliot Jaques 1961 “Pay systems will be fair if they are felt to be fair” (Armstrong & Brown, 2019, p. 127)

· External competitiveness v internally equality
“The pay management process must cope as best it can when the irresistible force of market pressures meets the immoveable object of internal equity.”
(Armstrong & Taylor, 2020, p. 478)

· Assimilation policies

· Protection policies

· Role of line managers & the implementation process




Fairness and fair dealing should be inherent in reward and performance management, and it is morally imperative on businesses “to do the right thing” (Armstrong & Brown, 2019, pp. 125-128) and ensure that all personal and employment rights are maintained and that HR policies and practices ensure fair treatment of all.  In reward management trust is generated when an organisation demonstrates fairness (people receive what they deserve for the contribution they have made), equity (perceived fair treatment in comparison to others) and consistency (everyone is treated in the same manner).
The ‘felt-fair’ principle suggests that something is fair if it feels fair (Armstrong & Brown, 2019, p. 127) and is sometimes used as a final assessment, but if runs the risk of overriding other analytical approaches to reward and simply reinforcing the existing biases about the value of a job or person delivering it.
Despite the need for internal fairness in reward processes, this may be overridden by forces external to the organisation that they have little or no ability to control or influence, the external market will dictate the reward they must pay to attract and retain high-performing people that support their objectives (Armstrong & Taylor, 2020, pp. 478-479).
When policies are introduced or updated, this may lead to disparity in reward between people.  Assimilation policies address the necessary actions to be taken to reintroduce equilibrium.  This could mean temporary ‘pay-freezes’ or phased salary increases.  Protection policies are designed to prevent any immediate loss when policies are introduced or updated (Armstrong & Brown, 2019, pp. 329-330).
Line managers have an important role to play in delivering the reward strategy. The level to which they are involved will be a decision for the business but should always ensure their approach retains the guiding principles of fairness, equity and consistency and adherence to budget.  Organisations should provide a framework and appropriate training to support this (Armstrong & Brown, 2019, pp. 353-354).



	People & Organisational Performance & Reward Approach
(AC 1.3)

	· Definition and measurement of performance and its effectiveness
“the continuous process of improving performance by setting individual and team goals which are aligned with strategic goals.”
(Armstrong & Brown, 2019, pp. 99-100)

· Historical expectations v external pressures and competition
· Contribution to organisational objectives
· Legislation & discrimination free
· Flexible working
· Capability and skills


Armstrong & Brown (2019, pp. 99-100) note intrinsic rewards of recognition, feedback, agreement on learning skills and career path development present in performance management cycles, play an important part in motivating and engaging people to help drive organisational performance.
CIPD (2022a) note that historically that salaries have been used to attract, benefits to support retention and bonuses to steer performance.  However, the latest Labour Market Outlook report  (CIPD, n.d.) that notes a significant % of employers are increasing pay, making jobs flexible and upskilled existing staff to meet the challenges and demands and high levels of competition present in the external labour market.  
ACCA  (n.d.) explain that reward should support the organisation’s goals and the objectives of individuals should align and drive the overall performance of the organisation, i.e., performance management and reward processes should be goal congruent with organisational strategy.
Legislation forms an important element of reward and should be fair, equitable and consistent and be free of discrimination and comply with the minimum requirements of the law, for example, the Equal Pay Act  (CIPD, 2020).
Flexible working and the shifting expectations of employees means that many employers are now having to offer this to attract and retain high-performing individuals (CIPD, 2021a).
Motivating an employee through financial reward and recognition is not enough, it is also vital to ensure they have the capability and skills to deliver on their objectives and identifying where there are gaps is a crucial part of performance management.  This is where learning and development becomes an important part of reward.

	Types of Benefit & Merits
(AC 1.4)

	· “Employee benefits offer a way to attract and keep people, contribute towards improving wellbeing, and encourage required behaviours, achievements, values and skills.”
(CIPD, 2022b)
· Types of benefits
· Individual needs:
“Flexible benefit schemes give choice, within limits, of the type or scale of benefits offered to them by their employers.”
(Armstrong & Taylor, 2020, p. 499)
· Financial impact of resourcing benefits
· Advantages of employee benefits



Jones & Perkins (2020, pp. 256-272) note the main types of benefits are, although some benefits can sit in more than one category depending on the purpose for providing the benefit:
· Welfare – enhanced entitlements beyond the statutory requirements in relation to holiday, sickness, maternity, paternity and parental needs, childcare, life assurance, permanent health, additional redundancy.  People feel that they work for an employer who cares about them, their wellbeing and their families and is prepared to be flexible and go beyond what is legal required of them.
· Work-related – accommodation, financial assistance.  Providing financial assistance, such as, season ticket loans and company loans, particularly considering increasing cost of living and in-work poverty, can assist the employee greatly where otherwise financial hardship may exist.
· Status – company cars
Despite taxation burdens on the individual, this remains a highly sought after ‘perk’ perhaps because the employee does not have to make a capital outlay and/or it takes away loss through depreciation and worries about maintenance.
· Voluntary – retail discounts, gym membership.  These are popular because the cost to the employer is minimal/nothing but the benefit to the employee is real and tangible e.g., discount on weekly food shopping.
CIPD (2022b) explain that flexible benefits, “sometimes called ‘cafeteria benefits’ or ‘flex plans’ allow staff to vary their package to meet their own needs.”  This approach to benefits is becoming popular with the emergence of reward individualisation that seeks to meet the differing needs of people, embed value for money principles, support recruitment and retention and harmonise differing approaches. 
ACCA (n.d.) explain that whatever reward scheme an employer chooses, they must remain affordable for the organisation.  Armstrong & Brown (2019, p. 304) support this, noting costs can be significant so proper planning and management is essential, through budgeting and cost-benefit analysis. 
In addition to providing direct value to the employee, offering benefits can drive employee commitment, engagement and motivation and attraction and retention of good people (Armstrong & Brown, 2019, p. 298).

	Business Context of Reward Environment
(AC 2.1)

	· Business activity and confidence and the economic outlook

· UK law prescribes that the employer treats employees with fairness, including how they reward them (CIPD, 2021d)

· Sector approaches

· Regional variations

· Globalisation considerations

· Labour market trends

· Internal v external factors

· Expectancy and equity




ICAEW (2022) note that business activity and confidence are high, expanding the economy in a time of skills shortages and significant recruitment challenges.  Businesses must navigate and balance the challenges of now with the unknown of the future.
Equal pay (CIPD, 2022a) entitles “men and women to be paid the same for the same work or equivalent work”, failure to comply could lead to claims of discrimination.
The sector in which an organisation operates will influence the reward strategy.  It is common practice in the public and voluntary sectors to use pay structures and less so in the private sector (CIPD, 2019).
ONS (2022) note differentials in pay across the UK and this will be a consideration for employers.  For example, pay levels in London are significantly higher than those in Wales.  This will need to be balanced with a fair approach for the value contributed regardless of region.
Armstrong & Brown (2019, p. 285) note some factors that global organisations need to consider in reward, include balancing local cultural needs with corporate values, global benchmarking and sustainability of global reward policies.
Shifting focus and trends in the labour market are important considerations for reward management and CIPD (n.d.) note the following tight labour market and skills shortages are driving up pay, need to be flexible and upskilling.
CIPD note that a SWOT (2021b) and PESTLE (2021c) analysis are useful tools that, when used in conjunction, can help an organisation assess the internal and external factors that will inform and influence its approach to reward strategy.
Armstrong & Brown (2019, pp. 81-84) discuss how motivation theories can be used to support motivation, an important element of reward strategy.  Expectancy theory essentially forms a clear link between achieving a certain standard of performance and reward.  Whilst equity theory is concerned with how fairly employees perceive they have been treated in comparison to others. 

	Benchmarking Data & Insight
(AC 2.2)

	· Market pricing, also known as benchmarking, is a way of collecting data on the pay rates for similar jobs in other organisations to establish their market rate and track movements in those rates.  The aim is to set the employers own pay rate at an appropriate level to recruit and retain the staff it needs.
(CIPD, 2021e)
· Sources of data
· Assessing reliability
· Evaluation and interpretation of data
· Complexities of pay
· Individual expectations
· Striking the right balance



CIPD (2021e) describe:
The main sources of data for benchmarking purposes are:
· Published surveys – readily accessible although has limited value as lack of consistency is inherent
· Pay clubs – participant employers share data
· Special surveys – usually funded by a specific organisation and only available to participants
· Consultants’ pay databases – obtained from numerous sources and usually well-researched but can be expensive
Armstrong & Brown (2019, pp. 167-172) advocate using data from a spread of sources to support the ultimate judgements that will need to be applied in a benchmarking exercise and to introduce reliability and credibility into the process of making those judgements and forming an opinion of ‘market rate’.  Market rate is effectively an external comparator and a common approach but does not provide a single accurate rate of pay for a particular role, since it largely comes down to evaluation and interpretation of assembled data, rather than certainty.
Pay determination and structures are complex and rarely consistent from organisation to organisation, since they will be influenced by organisation specific dynamics, such as values, ability to pay and stance on pay.  Individual employees will also have an opinion of their ‘market worth’ which will vary greatly and is often based on perception than reality, but nonetheless something that needs to be considered.  Benchmarking essentially strives to strike the right balance between attracting, retaining and motivating employees to achieve business strategy whilst being externally competitive and internally equitable (Armstrong & Brown, 2019, p. 171). 

	Developing Reward Packages
(AC 2.3)

	· Grade and pay structures

· Importance of communication

· Job evaluation schemes:
“a procedure for assessing relative demands of jobs with a view to allocating jobs to positions within a pay structure” (Jones & Perkins, 2020, p. 126)

· Maintaining integrity

· Managing job evaluation and levelling of jobs




CIPD (2022c) note a “a pay structure is a collection of wage grades, levels or bands that link related jobs within a hierarchy or series” and My employers have a pay structure in place, but it focuses more on individual attributes rather than the requirements for the role.  The pay structure is used by management during the annual review process, and even then, appears to have an arbitrary application and it has created much inequity and has become a difficult process to manage, particularly in light of recruitment challenges and the tight labour market (Armstrong & Brown, 2019, p. 185).  They should review the pay structure and its application and balance this against the external marketplace to attract high-calibre team members but also be fair to existing employees and retain them.
Armstrong & Brown (2019, p. 342) discuss the importance of communicating pay structures to employees as part of the implementation and ongoing management process.  At my company, the pay structure is not communicated outside of the immediate team responsible for annual salary reviews, despite much feedback from employees that they do not understand how their salary is graded or what they must achieve to progress, they highlight a lack of transparency.  The company may wish to review its approach and provide some level of detail to the wider team.
It can be difficult for managers to justify the grade or salary paid for a particular role and maintain integrity.  Job evaluation is a way of “systematically assessing individual jobs objectively, whilst avoiding prejudice and discrimination” (ACAS, 2014).  Job evaluation can be informal (judgements and assumptions) or more formal using standardized methods that are either analytical or non-analytical. Another approach is levelling of jobs, where roles are slotted into different levels and provides a pathway that supports continuing development, talent management and organisational structure (Armstrong & Brown, 2019, pp. 139-147).

	Legislative Requirements of Reward Practice
(AC 2.4)

	· “The basis for the design and maintenance of any reward system in any country is the underpinning legal framework.” (Jones & Perkins, 2020, p. 68)
· Minimum rates of pay
· Working hours
· Holiday and absence legislation
· “Equal pay is an aspect of sex discrimination law giving the right for men and women to be paid the same for the same, or equivalent, work” (CIPD, 2022a).  
· Equal pay
· Reporting requirements



CIPD (2022a) explain that all workers over 16 are entitled to the national minimum wage which varies with age and whether an apprentice.  The national minimum wage applies to all workers over aged 23 and over.  The same regulations also set out the maximum number of hours workers can work over a given period and this will vary with age and the type of work and whether the employee has opted out of the regulations.
Daniels (2019, p. 88) notes that the Working Time Regulations 1998 entitle workers to 28 days annual leave which can include 8 public holidays.  Employers can enhance this legal minimum if they so choose as part of their reward strategy.  There are other forms of absence covered by law in the UK such as maternity leave, and again an employer may choose to enhance their approach over and above their legal requirements as part of a family-friendly suite of policies and overall reward strategy.
Despite the law, the gender pay gap continues to exist and further statutory requirements have been introduced to reduce the gap.  Armstrong & Brown (2019, p. 113) describe that public sector and larger private sector employers are now compelled to “calculate and publicly report on gaps in pay between their female and male employees.”
CIPD (2021d) explain that the Companies (Miscellaneous Reporting) Regulations 2018 requires all larger publicly listed companies (greater than 250 employees) to publish the ratio between total CEO remuneration and that of full-time equivalents on a ranking basis from lowest to highest paid.  Various options are available on the methodology applied in the calculation.


Paul Hajduk writing in People Management (2017) notes that reward comprises all that an employee receives from their work, describing:
Extrinsic rewards are tangible, covering pay, bonuses and benefits.  Intrinsic rewards are the psychological benefits each employee gains from making a meaningful contribution through their work.  The relationship between these two types of reward is not straightforward – it is not simply a case of favoring one over the other.
Armstrong & Brown (2019, pp. 76-77) discuss that extrinsic rewards can have an immediate and powerful effect on motivation but not necessarily long term, whilst intrinsic rewards are likely to have a profound impact in the longer-term because they are inherent to the induvial and the work they do.  They also note that adverse rewards, such as disciplinary matter, can cause demotivation.
Many theories exist that explain the link between extrinsic and intrinsic and how they can impact motivation, for example, expectancy and equity theory (Armstrong & Brown, 2019, pp. 77-87).  Expectancy theory is an effective approach to driving performance through reward and focuses on what must be achieved to receive the reward.  Equity theory focuses on ensuring equitable reward and that people are motivated when they feel fairly treated in comparison to others.
Armstrong & Taylor (2020, pp. 259-260) make the point that money motivates different people in different ways and that other factors are an important part of the motivation process.  Employee motivation can stem from a positive working environment that values them for “who they are and what they do”, provides opportunities to develop and grown and a culture that have good values.  They also comment on the importance of strong leadership that can set clear direction and encourage and stimulate achievement and supports employees to achieve goals and improve performance.
	Rewards Strategy & Organisational Performance
(AC 1.5)

	· “High performance is achieved by well-motivated people who are prepared to exercise discretionary effort.” (Armstrong & Brown, 2019, p. 75)

· Extrinsic v intrinsic rewards

· Motivation theories 

· Leadership role

· Link to performance



	Approaches to Performance Management 
(AC 3.1)

	· “If people are the greatest creators of value in organisations, then good performance management is critical to the organisation’s success.”
(CIPD, 2020)

· Performance review meetings

· Coaching and mentoring

· Objective setting

· Performance management and reward



Performance management reviews are formal feedback process between employee and manager that can include 360-degree feedback.  Traditionally reviews happen annually but there is an argument that the process should take place more frequently to ensure maximum effectiveness (CIPD, 2020).  Regardless of frequency this approach is useful to understanding contribution, discussing, clarifying and agreeing objectives and establish learning and development needs.  The process does rely on both parties’ openness and constructive discussion, poorly conducted reviews and lack of follow up action can cause damage.
CIPD (2021f) explain that coaching and mentoring can be effective in developing team members and can done well can improve skills, knowledge and performance.  Both are based on a one-to-one discussion but are different in that coaching tends to focus on developing specific skills or attributes to carry out a specific task, whereas mentoring is when a more experienced colleague provides practical advice and guidance to support the development of the less experienced.  Both approaches are effective at supporting development and are real-time rather than periodical, but for either approach to be successful the right match must be made.
CIPD (2020) explain that setting objectives for individuals, teams and the organisation are an important part of performance management.  They can be related to targets, dates or standards.  Generally, organisations will not focus entirely on the outcome of objectives in assessing performance but will combine with other factors such as support of colleagues, because these other factors are more important in the long term.  Debate exists about the effectiveness of objective setting, particularly when they relate to more complex tasks, when perhaps a ‘do your best’ approach may be effective in driving performance and successful outcomes.
Armstrong & Brown (2019, p. 99) explain that an effective performance management system that provides good feedback, opportunities for skills development and learning and a career pathway, are all forms of non-financial reward that encourage motivation and are more effective than financial rewards in the longer-term.



	Policies & Reward Judgements
(AC 3.3)

	· “Reward policies set specific guidelines for decision-making and action and therefore provide a framework for managing a reward system.”
(Armstrong & Brown, 2019, p. 328)

· Organisational values and beliefs

· Role of ethics

· Evidence-based judgements

· Financial and non-financial rewards



CIPD (2022d) explain that their research shows positive employee and line manager relationships have a deep impact on driving employee engagement and higher levels of performance and discretionary behaviour and identified that line managers have a role to play in reward and performance management processes.  They also discuss the importance of supporting line managers to deliver good performance management by ensuring appropriate training and development for them.
Armstrong & Duncan (2019, pp. 328-331) discuss that a reward policy may include the level of devolvement for reward to line managers and how they are to ensure fairness and consistency of approach across the organisation.
Before a reward policy can be developed, Armstrong & Taylor (2020, pp. 474-475) should decide what their guiding principles are, for example, salaries at market rate or a good benefits package, this will be driven in part by what the organisation stands for, its values.
CIPD (2021g) describe that “ethical practice is the application of ethical values in organisational behaviour, including employment practices.”  Effective decision-making and transparency in those decisions and effectively communicating their rationale, builds trust and supports motivation.
Armstrong & Duncan (2019, pp. 316-317) explain that a reward management process that makes use of data from several internal and external sources, will be based on fact rather than opinion, on understanding rather than assumptions and on theory rather than belief.
CIPD (2021h) explain that some components of a total reward approach are non-financial in nature, for example, performance and recognition, work/life balance, organisational culture, development and career progression, business strategy and people practice strategy, and that they should be given the same status as financial rewards.  Line managers, therefore, have an important role to play in ensuring that, not only are financial rewards allocated in line with an organisation’s reward policies, but also in ensuring non-financial rewards. 

	[bookmark: _Hlk101444546]Supporting Consistent & Appropriate Reward Judgements
(AC 3.2)

	· Role of people professionals

· Legislative compliance

· Intrinsic v extrinsic

· “Using people data offers the opportunity to contribute to an organisation’s strategy by creating insights on what people can do to drive change.”
(CIPD, 2021i)



Brown & Christie (Armstrong & Brown, 2019, pp. 351-352) discuss several roles that people practitioners have to play in the development and implementation of the reward strategy.  However, they believe that the most important role they must play is developing an approach to reward that supports the achievement of the business’s strategic goals and guiding line managers by “shifting our culture to a more performance-orientated business by aligning the reward policies accordingly.”
Jones & Perkins (2020, pp. 67-69) note that the approach to reward is guided by a range of factors including the legal environment, which should always underpin the design and maintenance of any reward system.  People practitioners have a critical role to play in ensuring this happens and staying alert to any changes in legislation.
The approach to reward is a balancing act for organisations and HR, to maintain external competitiveness against internal relativities, alongside fairness, consistency and transparency.  Armstrong & Taylor discuss (2020, pp. 482-484) discuss how total reward is made up on financial (extrinsic) and non-financial elements, which can be either extrinsic (praise and recognition) or intrinsic (development and career progression).  HR clearly have a critical role in ensuring appropriate polices and mechanisms are put in place that support this and guide managers how they should behave and the role they must play.
In forming a reward strategy, HR has a responsibility for collecting, collating and analysing data from internal and external sources that supports the business in reaching decisions and implementing processes that achieve its goals, that balances internal and external relativities and performance (Armstrong & Taylor, 2020, pp. 473-474).  The data gathered and the insights gained are a critical part of this process.
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