1.Explain the principles of reward and its importance to organisational culture and performance management. (AC 1.1)
Reward management is the process of rewarding employees based on their performance, contribution, competence, skill, or service. It involves both financial and non-financial rewards. Financial rewards are based on job-based pay, while non-financial rewards include recognition and praise. Total reward emphasises considering both types of rewards. The aims of reward management include recruiting, retaining, and motivating employees. The 'holy trinity' of reward principles includes aligning with the organisation’s goals, maintaining competitiveness, motivating diverse workforces, and adopting an equitable, fair, collective, and compassionate approach, considering ESG framework criteria. Armstrong and Brown (2024)
Organisational culture significantly impacts reward management policy and practice. It consists of shared values, norms, attitudes, and assumptions, influencing behaviour and performance. A positive culture fosters performance improvement, change management, and a sense of purpose. Core values, such as care, consideration, and equity, influence performance management, pay for contribution, and employee involvement in reward processes. Armstrong (2007a)
A high-performance culture is one where employees are aware of their role and are committed to the organisation. This culture impacts productivity, quality, customer service, growth, profits, and ultimately, increased shareholder value. In a service- and knowledge-based economy, employees are the most important determinant of organisational success. A high-performance organisation has clear expectations, skills, and rewards, a strong job fit, supportive managers, a talent pool, and a climate of trust and teamwork. This culture can be developed through integrated processes, including reward, resourcing, talent management, learning and development, performance management, work environment enhancement, and communication. Armstrong (2007b)
Performance management processes provide relational rewards, establish positive psychological contracts, and encourage self-managed learning through feedback and personal development planning, supporting both managers and organisations. Armstrong (2007c)
Distributive justice and procedural justice are crucial principles in ensuring fairness in reward systems. Distributive justice involves distributing rewards fairly to employees, while procedural justice involves making managerial decisions and implementing reward policies. Factors affecting perceptions of procedural justice include considering employees' viewpoints, suppressing personal bias, consistent decision criteria, early feedback, and explanations of decision-making. Fairness in reward systems is achieved by adhering to distributive and procedural justice principles, and the 'felt-fair' principle by Eliot Jaques. Transparency and strategic alignment are essential for aligning reward initiatives with business strategy requirements and supporting business goals. (Armstrong, 2007d)

2. Assess the contribution of extrinsic and intrinsic rewards to improving employee contribution and sustained organisational performance. (AC 1.2)

Reward management involves using intrinsic and extrinsic rewards to motivate employees. Intrinsic rewards, such as meaning, challenge, and advancement opportunities, come from work itself. Extrinsic rewards, such as pay, status, non-essential training, and a comfortable working environment, are external factors. The effectiveness of these strategies depends on the organisation's context and culture. Understanding the business context is crucial for a better understanding of where reward management fits within an organisation. Taylor and Woodhams (2016)

Maslow and Herzberg's common needs headings are not universally present in all populations, including employees. Herzberg et al. identified two types of motivation: intrinsic motivation, which is intrinsically interesting and challenging, and extrinsic motivation, which is imposed externally. Intrinsic motivations have a deeper, longer-term effect.

 Herzberg's two-factor model theory states that the factors giving rise to job satisfaction and motivation are distinct from the factors that lead to job dissatisfaction. There are two groups of factors: intrinsic motivators (achievement, recognition, the work itself, responsibility, and growth) and extrinsic motivators (pay, company policy, personal relations, status, and security). Herzberg's two-factor model draws attention to the distinction between intrinsic and extrinsic motivators, and his contention that satisfaction resulting from pay increases does not persist has some face validity. However, his research and conclusions have been attacked due to flaws in the original research and no attempt to measure the relationship between satisfaction and performance. Armstrong (2007e)

In addition to helping organisations attract and retain employees, extrinsic incentives in the form of pay may, for a short period of time, boost performance and reduce dissatisfaction. Motivation may be impacted more deeply and over time by intrinsic non-monetary incentives that are connected to responsibility, achievement, and the work itself. Therefore, a mix of intrinsic and extrinsic benefits ought to be a part of reward schemes. Armstrong (2007f)




3.Explain the differences between types of grade and pay structures. (AC 2.1)

A pay structure is a hierarchy of pay grades or bands, based on the organisation’s structure and job levels. A formal job evaluation scheme defines grades and assigns pay brackets, allowing for flexibility in pay rates. A 'job-based' approach, on the other hand, manages individual jobs without a pay structure, determining individual' spot rates' aligned with market rates. This approach can be modified by creating 'individual job grades', allowing for a range of pay to be defined around a spot rate. A 2015 survey by XpertHR found that 46% of respondents did not have a formal graded pay structure, likely using a 'job-based' approach. Armstrong and Brown (2024b)
Graded pay structures help organisation’s make rational decisions on job worth, manage relativities, provide pay progression, ensure equal pay for equal value jobs, and manage the reward system. They organise pay management, structure the relationship between internal and external worth, simplify pay levels, provide internal equity, and guide employee benefits allocation and budget control. (Armstrong and Brown, 2024c)
A multi-graded structure is a sequence of job grades, with pay ranges attached to each grade for base pay progression. These ranges can be defined by job evaluation points or level definitions. The mid-point, which is the centre of the range, can be aligned with market rates. Mid-point management techniques use comparison ratios to control the structure's operation. Differences between pay ranges are typically between 5% and 15%, with overlaps allowing flexibility. In the public sector and some not-for-profit organisations, multi-grade structures can take the form of pay spines. (Armstrong and Brown, 2024d)
Broad-graded pay structures reduce grades from 12 to seven, reducing range spreads from 30-60%. They help overcome grade drift issues and are cost-effective. However, they require annual adjustments to market medians, making it difficult to pay midpoint for full competence. With inflation increasing, many employers are reconsidering base pay management. (Armstrong and Brown, 2024e)
Broad-banded structures combine grade-based and job-based approaches, dividing a structure into bands or levels for job-to-grade evaluations. These structures allow for greater flexibility to reflect market and functional differences, align pay structures to a delayered organisation structure, and provide a framework for job evaluation through matching. They cater to broader, flexible roles and are easier to control than multi-grade or broad-grade structures. However, broad-banding lacks clarity, depends on market rate data, and ensures equal pay for work of equal value. It can be difficult to manage in large organisations with many different jobs, involves more work, and requires considerable effort to inform employees and build trust in the fairness of the structure. Despite these disadvantages, broad-banding is beneficial for organisations seeking flexibility in paying competitive rates and managing base pay. (Armstrong and Brown, 2024f)
Job family structures offer a flexible alternative to traditional single structures, dividing jobs into functional groups or broader divisions. These structures define career paths and allow organisations to treat occupational or functional groups differently in terms of reward, career paths, or development needs. Job families can act as vertical or horizontal integration, depending on whether they are linked to business unit structures. Some job families may be found only in one business unit, division, or department. A variation of job families is having a single graded pay structure for the bulk of staff, with certain occupational groups outside this structure. These groups may contain professional or specialist jobs with higher marketplace pay rates, potentially leading to recruitment or retention issues. (Armstrong and Brown, 2024g)
Job family structures offer advantages such as considering occupational or functional group features, making appropriate decisions on pay, progression, career paths, and development needs. They support flexible working, multi-skilling, and market flexibility. They produce level definitions and career paths more accurately than conventional structures and can gain credibility with line managers and employees. However, they are more complex than single grade structures, can be expensive to maintain, and may lead to siloed advancement routes. Additionally, pay rates may vary based on market rates, posing equal pay risks. Armstrong and Brown (2024h)
Pay structures can be graded, broad-banded, or unstructured. A conventional grade-based structure is preferred for flexibility and internal equity. An unstructured job-based approach is preferred for small or flexible organisations. Grading should fit the employer's culture and reward philosophy. The choice depends on the organisation's characteristics, employees, and external environment. Armstrong and Brown (2024i)
4.Explain how contingent rewards can impact individual, team and organisational performance. (AC 2.2)
Individual contingent pay refers to schemes that provide financial rewards based on individual performance, competency, contribution, or skill. This chapter focuses on such schemes and service-related pay, which can be offered in the form of consolidated increases to base rates, cash bonuses, or a combination of both.This includes performance-related pay, competency-related pay, contribution-related pay, skill-based pay, service-related pay, choice of approach, readiness for contribution pay, and developing and implementing contingent pay. Armstrong (2007g)
PRP is a pay management strategy that links salary progression to individual performance assessment, aiming to motivate staff and improve organisational performance. It can be consolidated into basic pay or non-consolidated cash lump sums. PRP fosters an entrepreneurial culture and fairness, as private sector workers prefer pay to reflect performance. (CIPD, 2023)
Team-based incentives drive performance more than individual ones but distributing rewards fairly within teams is more effective than distributing them equally or uniformly. Employees appreciate recognition for collective achievements and positive team behaviours, while also enjoying seeing their contribution recognised. Procedural and interactional justice, where decision-making processes and treatment are fair, is preferable to distributive justice. This approach emphasises the importance of collective achievements and positive team behaviours. (CIPD, 2022)
Competence-based pay is a payment system that links salary progression or bonuses to individual employees' 'competencies'. These competencies include team management, prioritisation, networking, customer service orientation, and more. Appraisals rate employees against these competencies, which determine bonuses or progression. Interest in this system has grown due to competency frameworks in human resource management. However, it can be costly and subject to bias. (Heery and Noon, 2017)
Money can motivate people by satisfying various needs, such as survival, self-esteem, and acquisitiveness. It can also be a dominant factor in choosing an employer and determining employee retention. However, money alone is not enough to motivate high performance. It must be reinforced by non-financial rewards, especially those that provide intrinsic motivation.

Money is not the only reward that motivates, as it can also be reinforced by core job dimensions such as skill variety, task identity, task significance, autonomy, and feedback. Herzberg (1966) argues that money does not result in lasting satisfaction, as people have different needs and motivations.

Naive assumptions about the power of money to motivate can lead organisations to develop simplistic performance-related pay schemes or other forms of incentives. A mix of both financial and non-financial rewards is likely to be more effective for most people. It is essential to recognise that a multiplicity of interdependent factors are involved in motivating people, and that relying solely on money as a sole motivator is misguided. Armstrong and Brown (2024j)
5.Explain the merits of different types of benefits offered by organisations. (AC 2.3)
Bonuses and financial incentives are variable pay based on individual, collective, or organisational performance. They are often paid in cash or company shares, but senior staff may receive some rewards in company shares. Incentives aim to influence future employee behaviour or performance, while bonuses can be discretionary or non-discretionary. Non-cash incentives aim to influence future performance by awarding prizes or gifts linked to performance measures. Cotton (2023)
The 'new pay' philosophy suggests that 'guaranteed' remuneration should be a smaller proportion of the overall reward package, with a shift towards strategic reward linking employee performance and pay to the wider business strategy. Market-based pay allows employees to receive a pay rise if the market rate for a role increases. Benefits of bonuses include greater control over pay, potential for more money, and one-time bonus payments. However, downsides include re-earning non-consolidated payments, not counting towards variable pay, and unpredictable payments. Employers benefit from ongoing motivation, smaller impact on employment costs, market competitiveness, and flexibility. (Cotton, 2023b)
Bonuses, which are re-earned and can be related to corporate or team performance, can increase commitment and teamwork. However, they may be perceived as arbitrary and may not be pensionable if unconsolidated. Many people prefer to increase base pay instead. Armstrong (2007i)
Flexible working is a flexible arrangement that allows employees to choose their work hours, locations, and times. It includes part-time, term-time, job-sharing, flexible time, compressed hours, annual hours, remote work, hybrid working, career breaks, commissioned outcomes, and zero-hours contracts. These arrangements can be formal or informal, with some organisations amending their employment contracts or including policies in their handbooks. Some forms of flexible working, such as working from home on an ad-hoc basis, are likely to be offered informally. As the flexible working rules have been extended with effect from April 2024, employers should review their contracts and policies to ensure compliance with the extended rules. Other flexible working practices include employee self-rostering, shift-swapping, and taking time off for training. CIPD (2023a)
Flexible working offers both direct and indirect business benefits. Direct benefits include cost savings through remote and hot desking, and better resource matching. Indirect benefits include increased job satisfaction and wellbeing, reduced absence rates, and support for mental health. Flexible working options also appeal to employees and new recruits, as expectations change and demographics change, making them more suitable for carer-friendly workplaces. CIPD (2023b)
6.Explain the merits of different types of recognition schemes offered by organisations. (AC 2.4)
Formal recognition schemes offer tangible rewards such as gifts, vouchers, holidays, or cash awards to individuals and their partners. These schemes can be centrally driven and can be nominated by managers and employees. Recognition schemes can provide different levels of recognition and rewards, with the lowest level allowing managers to make small awards, the next level requiring approval from a senior manager, and the highest level reviewed by a committee. External providers can administer these schemes, but personal dimension is crucial for maximising the perceived value. Armstrong and Brown (2024k)
Day-to-day recognition is the most effective form of recognition, provided by managers to their staff on a daily basis. It should be genuine and be a natural part of the daily routine. The organisation should develop a recognition culture nurtured by senior managers and permeate every level of management. Effective recognition practice is often covered in general management training programs, with support from HR to line managers for communication and application of specific schemes. Public recognition, such as an 'employee of the month scheme' or announcements, can enhance recognition and increase its perceived value. However, recognition needs to be tailored to the needs and character of each employer and employee. Armstrong and Brown (2024l)
Research shows that employee recognition and non-financial rewards have a positive impact on intrinsic motivation and performance. These impacts are moderate to large, and can affect employee interest, enjoyment of work, attendance, retention, commitment, and work engagement. Recognition can improve not only an employee's performance but also that of their colleagues or team. However, the effectiveness of incentives and recognition depends on various factors, and caution should be taken when designing incentives. In some cases, incentives may backfire, harming motivation and performance. (CIPD, 2022b)
7.Assess the business context of the reward environment. (AC 3.1)
The business context of reward management can be divided into three areas: international, national, and corporate. In the international context, global competition demands organisations to revise their service and product delivery methods to produce exceptional performance. Trends affecting HR management include increasing competitive intensity, cost-cutting pressure, individualism, flexible employment arrangements, and diverse workforces. Flexibility is crucial in addressing globalisation's impact on employee rewards and aligning reward management strategies with organisational structures. Maintaining outdated models may compromise firms' competitiveness. HR professionals must adapt to these changes to ensure effective reward management. Taylor and Woodhams (2016b)
The UK's labour market has evolved into an 'hourglass', dividing it into highly paid and highly skilled roles and low skill and poorly paid jobs. This shift has been largely due to the replacement of skilled manual or administrative roles by technology or off-shored to developing countries. The country's industry structure has also changed, moving from a manufacturing base to a service and knowledge industry. The introduction of the national minimum wage in 1999 affected the pay of around two million workers. The lowering of inflation rates and interest rates has suppressed annual pay rises, leading to a shift towards individual pay and rewards. Reward management strategies have also adapted to the new context, with more individuals working part-time or having flexible contractual arrangements. Political and legislative influences on reward management practices have also played a role. Taylor and Woodhams (2016c)
The CIPD's Reward Management survey in the UK found that almost half of organisations consider the ability to pay as the most important factor in determining pay levels. Most organisations offer performance-related reward schemes, favour pay confidentiality over transparency, and position total cash earnings close to the market median. The survey also highlights issues related to organisational justice and individualisation of salaries in the private sector. Internal factors and external contexts also influence reward management decisions, limiting management's ability to determine outcomes on their own terms. Taylor and Woodhams (2016d)
Reward management in organisations is influenced by various factors such as inflation, economic growth, labour market issues, and increases in domestic expenditure. HR professionals must consider the desire to maintain purchasing power, talent management, transparency, equal pay issues, and market-related comparisons when setting reward strategies. Employers have mechanisms for establishing job and grading systems, such as job evaluation systems and internal labour markets, to which they attach pay structures. A key justification for imposing pay and grade structures is to ensure fair pay processes, while HR professionals must address issues surrounding equality of opportunity and diversity.

The external labour market can create problems for attempts to standardise internal systems, especially when applied at a national level. Factors such as living costs, wage expectations, and skills shortages can impact pay determination within organisations. The National Minimum Wage Act and equal pay legislation also impact reward decisions, with the Equal Pay Act 1970 addressing pay discrimination on the grounds of gender. The Equal Pay Act ensures equal pay in three circumstances: like work, work rated as equivalent, and work of equal value. Taylor and Woodhams (2016e)

8.Evaluate the most appropriate ways in which benchmarking data can be gathered and measured to develop insight. (AC 3.2) 
Pay clubs are groups of members who exchange information on pay and benefits for specific jobs. They are set up by employers in specific sectors or industries to achieve more accurate job matching. They should consist of 10 or more members to ensure a good spread of information. Companies can form clubs or invite interested parties to a meeting to discuss the jobs, data collection, capsule job descriptions, analysis, presentation, and running of the club.

Up-to-date company and national pay data can be obtained from various sources, including Incomes Data Services, IRS Employment Review, the government's Labour Force Survey, and the business news sections of newspapers. Recruitment consultants and agencies can also obtain data from employers and applications, with executive search consultants being particularly knowledgeable about rates of pay in the senior management job market.

Job advertisements in the national and local press or specialist journals can provide some indication of pay levels, but should be treated with caution, especially for managerial and professional jobs. Informal contacts or networks can also provide data on market rates, such as rates of pay for specific jobs, increases in pay levels, performance or merit pay increases, and data obtained from separate market rate surveys. Armstrong (2007j)
9. Explain approaches to job evaluation.
Job evaluation is a systematic method of determining the relative importance of various jobs within an organisation. It involves assessing individual jobs objectively without prejudice or discrimination. However, it is complex due to the human factor, as employees often identify closely with their jobs. Job evaluation does not determine grades or pay levels but creates a hierarchy of jobs that may not reflect everyone's perceptions. (ACAS, 2024)
Two main types of Job Evaluation are analytical schemes and non-analytical schemes. Analytical schemes offer greater objectivity in job assessment, such as points rating and factor comparison. They break down jobs into core components, allowing for more detailed evaluation. Non-analytical schemes, on the other hand, are simpler, cheaper, and quicker, using methods like job ranking, paired comparisons, and job classification. These schemes rank jobs based on importance, difficulty, or value to the organisation, and assign clear distinctions between grades based on tasks, skills, competencies, experience, initiative, and responsibility. Cotton (2023c)
10.Explain the legislative requirements that impact reward practice
The gender pay gap is a measure of labor market or workplace disadvantage, comparing men's and women's average hourly rates of pay. It can be measured in positive or negative ways, with positive measures indicating women earn less per hour than men. The gap can be influenced by economic, cultural, societal, and educational factors. Key influences include unpaid caring responsibilities, part-time working, differences in human capital, occupational segregation, undervaluing of women's work, and pay discrimination.

Closing the gender pay gap is crucial for making access to work and progression opportunities more equal for men and women. The government has committed to closing the gap within a generation and is promoting pay transparency, which helps illuminate structural drivers of inequality and prompts employers to address barriers that create a 'glass ceiling' preventing women from progressing to senior roles.

Incorporating equal pay legislation and gender pay gap reporting allows for the identification of causes of gender pay inequality and helps to address them. CIPD (2024)
The Equality Act 2010 protects people against discrimination at work, including those with protected characteristics such as age, disability, gender reassignment, pregnancy, race, religion, sex, and sexual orientation. Employers are responsible for preventing discrimination, taking steps to prevent it, and ensuring the wellbeing of their employees. Discrimination can be direct, indirect, harassment, or victimisation. Vicarious liability can result from discrimination complaints and employment tribunal claims. Understanding the law is crucial for everyone's rights and responsibilities. ACAS (2024a)
The Working Time Regulations 1998 sets rules for employees' working hours, rest periods, young workers' maximum working hours, night work, emergency arrangements, and holiday entitlement. This law applies to all employees, including agency workers, apprentices, casual and seasonal workers, doctors in training, and zero-hours workers. Working time includes time spent on work activities, duties, and training. Employers must keep records of working hours for 2 years to prove compliance. If an employer does not follow the law, employees can resolve issues by talking to their employer informally or raising a grievance. They can also report the issue to the Health and Safety Executive or local authority depending on the workplace type. ACAS (2024c)

