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Nowadays, companies are functioning in an energetic and competitive business environment and they need to create approaches to acquire and keep the skilled workforce. Moreover, people are considered to be the most valuable resource of any company and for them to be efficient and have successful outcome from them, motivation is essential  (Munir, 2016).
Reward strategy is describing the strategy of a company in regards to the reward that is offering to the employees in the following years and how it should be put in practice. The reward philosophy of a company is about the principles of how the employees should be compensated (Armstrong, 2014). All rewards strategies are diverse because all the companies are diverse. 
Reward management is all about the approaches, rules and methods necessary to make sure that the value of employees and their contribution to the organization is appreciated and rewarded. Reward management is about the non-financial rewards which is the appreciation, growth opportunities and promotion and, the financial rewards (Armstrong, 2014).
Rewards can be distributed in two groups: intrinsic reward and extrinsic reward.  Intrinsic rewards are related to the job attribution, the task diversity, the responsibility and the autonomy. Extrinsic rewards are categorised in three groups: financial, developmental and social rewards. (Shields, 2007)


2. [bookmark: _Toc61032134][bookmark: _Toc61032183]Current rewards of the Hanoi Hat Company

An incentive is a compensation made on the basis of the previous performance in order to boost and improve the performance in the future. Performance pay is generally an overlay to base pay, and it fluctuates depending on the evaluation of the performance (Shields, 2007). Performance pay is created around three rules: who’s performance is being evaluated (as a individual, as a team, or as the whole organization), based on what is evaluated the performance (based on the behaviour, outcomes or both), and in which period of time is the performance is evaluated (short period of time or long period of time) (Shields, 2007).
The Hanoi Hat company is practicing the performance- related pay related to the financial part from the extrinsic rewards. The individual performance related pay is classified as a process of payment where an employee receives its salary based on the tasks of his work (Saunders, 2007). This implies that the employees from the Hanoi Hat company are being paid for every hat that they are producing.
 A properly rewarded employee knows that he or she is appraised by the organization that he or she is working for (Munir, 2016). When a company offers rewards to the employees, it has a few goals to achieve: to bring together the best people for the right positions and task, to retain the best employees by acknowledging and rewarding their role in the company, and to motivate employees to work at their best capability (Shields, 2007). This is a conventional incentive strategy which is built on the concept that employees would perform at their best if they are compensated for the level of their productivities (Compton, 202).
When we talk about performance related pay, we can mention competence related pay which is a system of rewarding people entirely or partially relating their competence and abilities of doing their job (Saunders, 2007). Due to the importance that a company is paying in the selection, training and evaluation of an employee, the competence-related pay should receive more implication. The weakness of this structure is that the managers usually focus on the hard outputs which are the numerically performance indicators and less on the soft output which is the process of teamwork.
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The topic of the reward which is huge and constantly growing is explained as a variety of returns offered by the organization in exchange for the employees’ involvement in the company. 
Reward practices are playing an essential role in increasing the performance of the employees and in reaching the organization goals. As stated previously, numerous researchers have discovered that employee rewards are in direct connection with the employee performance (Munir, 2016).
Reward management is all about the people, in particular the employees who are compensated for their hard work, abilities and contribution that they are bringing in the company (Armstrong, Armstrong's handbook of reward management practice: improving performance through reward, 2010).
While the financial reward is very important for relationship between the employee and the company, the perception of reward, or more exactly the practice of reward management, goes beyond of focusing on earnings and instead highlights focuses on the benefits that employees might receive for their involvement in the company (Beardwell, 2017). 
For almost all workers, base pay forms the starting point in the reward package. The term is used to denote the hourly rate, wage or annual salary employees are paid for the work they do, based upon either some measures of job size or some aspects of the person, qualifications, skill set or demonstrate competencies (Beardwell, 2017).
Base pay is the base part of total reward, and it can be described as the part of an employee’s direct compensation that is not performance contingent. Usually, it is seen as the fixed or promised portion of pay and it is mostly time based instead of performance based. For each period of time worked, the worker obtains a predeterminant amount of payment. Moreover, time-based pay is paid as hourly, daily or weekly wage, or as an annual salary. In addition to that, is usually the biggest part of total pay for non-executive employees. Also is the most important factor of cash reward, it operates as the standard for other cash components, involving benefits and motivation pay, which are often stated as a proportion of base pay. Therefore, the higher is the total amount of base pay, the bigger are the benefits and motivation payments (Shields, 2007).
Only some companies are using the fixed remuneration structure and some of them are not using this structure and they are paying their employees based on their accomplished results, such as the Hanoi Hat company. As an example, several real estate agencies, automotive dealers and courier businesses are paying their employees on a commission only basis, while production of plants occasionally places the personnel on a piece rate method. Therefore, it is a simple matter to evaluate the outcomes accomplished by every employee, to set a price on each unit of production and to pay the employee accordingly. When people put more effort in their performance, they will get a better reward, whereas people treat their task with no effort, they won’t receive anything. 
If we look at this matter from the perspective of an organization, base pay does have some potential downsides. The issue is that using this structure, workers are being paid evenly whether they work more or less and at the same time it will be hard to encourage task behaviour compared to performance related pay. Therefore, the problem with performance related pay, it is difficult to counteract underachievers from staying with the company, actually it may have the reverse effect.
The contemporary practice was all about the fix base pay corresponding to the job or position of the employee. This sums to paying for the job instead than for the worker who happens to do the job. Usually, a job is about working on some given tasks, duties and assignments for the good of the company and typically are filled by assigned employees (Shields, 2007).
 In the based job methodology, a bigger position, with more tasks involved and more responsibilities attract better payment, and personnel can rise their base pay mostly by being promoted on a better job position. On the other hand, lately, the tendency has been to expand base pay over the productive capacities of the worker instead than the job itself.
In doing the job properly, by performing the duties and responsibilities given, an employee will need to have specific skills, because skills are very important in accomplishing the jobs. The job-based model wants to find and assess the type, and degree of presence in every job, for those competences that are important to job execution. Therefore, the skills-based formulation is all about to reward the personnel with skills possessing that add value to the organization.
Though, Lawler mentions that job-based pay has some significant short comings. For the reason that payment is based on the position instead of the performance of the employee, there is a slight motive to enhance the performance. If people compensations are paid as fixed waged hourly, daily or weekly, they will do their assigned job, however they won’t have any monetary incentive to perform their job with more effort than the basic effort (Lawler, 1994). There is another way to earn a bigger wage, and is coming in form of a promotion, however, the company will have to reorganize the hierarchy. 
People are persuaded to raise their pay by obtaining a promotion up the job hierarchy, but this will make the company top heavy and to saddle it and this will lead to higher costs for the company. In most developed countries, the reward corresponding to the position of the job is more likely practiced. (Shields, 2007).
More companies use variations of base pay structure, and usually can be one or all four of the next categories: pay scales, narrow grades, broad grades, broad bands.
Pay scales and narrow grades are part of the conventional method of base pay, and both of them are related with the position-based pay. Yet, broad grades and broad bands are more current, moreover, broad grades are similar to the basic structure of skilled base pay, compared to broad bands that are more related to the competency related base pay evolution.
Performance management concentrates on upcoming performance planning and development instead on the retrospective performance evaluation. It is a continuously and evolutionary procedure where the performance develops in time and offers the basis for routine conversations between the managers and the individuals about their performance (Armstrong, Performance Management: Key Strategies and Practical Guidelines, 2006). Even though performance management is concentrated on the development of an employee in a company, it is essential for the reward structure.
United Kingdom remuneration methods are led by the concern of the internal and external fairness. Druker and White are arguing on the fact that matching the payment with the human rather than the work and reporting compensation to individual and group performance, the notion of strategic or new pay methods are equally very challenging and there are numeral pressures putting the internal and external fairness to the forefront (Druker, 2009).
Even if is all right to use a strategy in rewarding or not, a company needs a few factors to create a reward structure such as: what to compensate for (task, accomplishment, speediness, abilities, experience or comportment), payment for the time served or for the accomplishment, focusing on the internal or external equity, building a hierarchy of the reward system, the position in the market regarding the compensation and the characteristics of the reward mix (Beardwell, 2017).

4. [bookmark: _Toc61032136][bookmark: _Toc61032185]Employee engagement 

Individuals take advantage from having an attractive and valuable job, whilst in the same time companies are seen to increase performance and profits from having workers who will give their best for the company and they will go above and beyond. (Robinson, 2004) suggested a model of commitment that integrates job satisfaction. He advised that feeling appreciated at work, along with having good a communication between the manager and employee, and having opportunities for training and advancement, is essential, working as an impact of positive job satisfaction. Robinson claims that satisfaction of working alone will not give engaged personnel, however it is a substantial contributory factor (Beardwell, 2017).
Engagement takes place when the employees are devoted to their job and the company and are driven to accomplish high levels of performance. Managers are pleased with this theory because they want to have engaged employees and do not like the option of having disengaged employees (Armstrong, Handbook of Human Resource Management Practice, 2014). Harter stated that engagement was the individual’s commitment and contentment with as well as passion for the job (Harter, 2002).
Employee engagement is vital to companies because a significant research shows that high level of engagement that results in comportment such as improving the effort, taking initiative on tasks, wanting to progress, or managing the organizational needs bring a series of benefits for the organization, such as: better productivity, lower staff turnover, improved presence and better safety (Armstrong, Armstrong's handbook of reward management practice: improving performance through reward, 2010). There are two factors that are influencing the employee engagement. The first factor is about the rational aspect, where the employees have to know their role in the company, and the second factor is about the emotional aspect, more exactly if they feel accomplished in the organization (Armstrong, Armstrong's handbook of reward management practice: improving performance through reward, 2010).
Reilley and Brown maintain that proper reward practices, financial, non-financial and combined can help to develop and increase employee engagement, and that poorly executed rewards can affect it (Reilly, 2008).
Financial incentives may improve engagement for some individuals in the short run, but the highest influence on the engagement is made by non-financial reward, particularly when they produce intrinsic inspiration through the job itself and around the work environment, and when they are offered by the line managers (Armstrong, Armstrong's handbook of reward management practice: improving performance through reward, 2010).
Performance management can offer line managers with a useful structure in which they can use their abilities in increasing performance through increased engagement (Armstrong, Armstrong's handbook of reward management practice: improving performance through reward, 2010).

[bookmark: _Toc61032137][bookmark: _Toc61032186]Conclusion

As a conclusion to the case study of Hanoi Hat company, the line managers should think about implementing a better reward practice that will lead to employee engagement. In the first place, the company should offer fixed pay to the employees instead of the performance-based pay because they will know that in any circumstances such as the new contract, they will have some money to bring home. Secondly, when a company offers paid training and developments to their employees, they feel more appreciated for their work and effort. Also, combing fixed pay with variable pay will bring a higher motivation to the workers in doing their job. Moreover, if the Hanoi Hat company will offer other non-financial benefits and rewards, the employee engagement will increase, the company will have a lower turnover and the effort of the people will increase as well. In addition to that, an intrinsic reward such as appreciation in learning new skills and methods for the new contract of producing new models and a positive feedback from the line managers will definitely improve the motivation between the employees.
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