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Task One

Introduction

This report describes in detail the context and approaches to reward and how internal and external factors influence reward strategies and policies. It will cover the importance of the role of people practice in supporting line managers to make fair and professional reward judgements and how rewarding performance impacts an organisation. 

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

[bookmark: _Int_YD8grw9s]Reward management is based on the principle that individuals should be rewarded for their contribution fairly, consistently, and transparently. It is therefore possible for reward practices that are perceived as unfair by employees to quickly sever the psychological contract between them and their employer. To maintain employee commitment and engagement, it is imperative to communicate clearly and effectively about reward practices and decisions (Taylor and Woodhams, 2022). 

According to Cotton, 2023a, people value tangible and intangible aspects of their work. The concept of “total reward” encompassed both. Extrinsic, tangible rewards such as pay, bonuses and benefits have dominated reward schemes for generations, but a cultural shift has occurred as money alone is no longer enough to motivate people. An employees intrinsic, intangible rewards come from making a meaningful contribution to the organisation, these rewards include having freedom and autonomy and having opportunities for personal and professional growth (Hajduk, 2017).

A reward strategy is intended to support the business strategy by integrating with the HR strategy, enabling, and incentivising achievement of business objectives, and rewarding the behaviour associated with business success (Hatton – Gore, n.d.) 
Employers should consider what motivates, inspires, and retains their present and prospective employees when increasing incentive policies and practices, they should also look for ways to best meet those demands while also meeting the needs of the business in a proper and legal manner. When implementing a reward policy, all employers in the UK must adhere to regulatory criteria for example, on equal pay or the National Minimum Wage and reporting on the organisation’s gender pay gap and chief executive pay ratio (Cotton, 2023b). 
Reward is a key component of CIPD “good work’ which promotes a strong, just society, motivates employees and builds effective organisations (Cotton, Gifford and Young, 2022). 

[bookmark: _Int_iZl3ZIBy][bookmark: _Int_scxrmYAQ]Employers can use reward strategies as effective tools to motivate employees to act in ways that are consistent with the organisations culture and values. Additionally, employers should highlight employees who exemplify the company's values (Society for Human Resources, n.d.) These reward schemes can also improve staff morale, improve high quality employee retention, lower labour turnover, and ultimately boost productivity. Employees might need to meet specific work benchmarks in order to participate in a target driven reward programme. This may encourage employees to produce more work and improve overall performance (Indeed, 2022).


How policy initiatives and practices are implemented. (AC 1.2)

In reward management, strategies and policies are developed and put into action with the goal of rewarding employees in a fair, equitable and consistent manner in line with their worth to the company (Rasheed, 2021). Cotton, (2022a), describes that when an organisation is implementing a pay structure, employers are required by law to pay their employees fairly. An example of this would be where larger UK based organisations must reveal pay information, such as by gender which can benefit the organisation by demonstrating that they are trying to pay their employees equitably.

When pay grades and pay structures are designed, job evaluation and market pricing assist in gathering internal and external data on organisational positions and comparable jobs held by other employers or industries, this helps to attract and retain employees (Cotton, 2022a). However, according to Armstrong (2019), there can be challenges in providing external competitiveness versus internal equity. Any organisation that needs to recruit and retain employees in high demand at high market rates may have to compromise its principles of internal fairness to the realities of the marketplace. This could lead to some tension amongst the workforce, to resolve this situation the organisation may consider bringing existing employees’ pay rates in line with those for comparable jobs by introducing changes to pay progression. 

When an organisation is introducing a new, or revised pay structure its policies must be developed on how its existing employees are assimilated into it. These guidelines address how persons should be assigned to their new grades and what will happen to them if their new grades and pay ranges cause their current rate to be above or below the new scale for their position. Employees who may be identified as over-graded and over-paid ideally should not suffer a loss of pay and may be “red circled” where a protection policy with an agreed timescale is in place for other employees to catch up (Armstrong, 2019). 

Involving Line Managers in reward management decisions will positively improve employee commitment and engagement as they are a vital source of information regarding performance, competence, and skill (Taylor and Woodhams, 2022). 



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

Understanding how individual and organisational performance are related begins with recognising the linkages between the two. Everyone works together to achieve a common objective in an organisation by contributing their individual skills, knowledge, and efforts. When individual and organisational goals are aligned, an organisations overall performance can increase (Elgendy, 2023). 

Organisations should take into consideration several factors in relation to people and organisational performance impacts when making decisions on rewards they will provide. As we are facing a slowing economy with inflation rapidly increasing and many organisations cannot afford to offer more pay to their employees who are feeling the impacts of the cost of loving crisis, some organisations are introducing more intrinsic rewards to support them. Flexible working and more personalised benefits packages are more attractive to employees. Research shows that employees will work harder for an employer whose benefits support their specific demands, which can also increase brand attractiveness (PM Insight, 2022). 
According to CIPD (2023), a lack of flexibility at work has resulted in an estimated 4 million people changing careers and a further 2 million have resigned. Organisations who may not provide flexibility options, could lose their employees to their competitors, resulting in a talent drain. Some businesses may find it difficult to consider flexible working due to the working hours and service they deliver. 

As research shows there is significant increase in organisations paying higher salaries due to the current labour market or offering sign-on bonuses to attract and retain talent (Cave 2022). Although this is supporting organisations fill their vacancies and continue with business growth this may also have a negative impact on longer serving employees. Organisations may want to consider other extrinsic reward approaches for their established workforce to support them through rising living costs. An organisation could offer employees a one-off payment, free parking, or free food to help with the rising costs of living (Archer, 2022).


Different types of benefits offered by organisations and their merits. (AC 1.4)
Cotton, 2022b, states that employee benefits provide a means of attracting and retaining talent while promoting required behaviours and achievements. 
Performance related pay links income advancement to an evaluation of an individual's performance, which is typically measured against pre-established objectives. This benefit motivates employees by tying their pay to their productivity. If compensation encourages employees to meet their goals, the performance of the company should improve (Cotton, 2022c). 
According to Forbes (2021), an organisation will hugely benefit from introducing performance related pay. Employees who are incentivised feel more engaged and will increase productivity, resulting in increased profits. Employees get to enjoy the benefits of their labour without having their salary capped, and they are also less inclined to leave the organisation which improves overall labour turnover. Aligning payments with the organisation's values additionally reinforce the positive behaviours employees should display. When employees are recognised for displaying those behaviours, it encourages the continuation of their use and builds a more unified organisational culture (Indeed Editorial Team, 2021). 
Similarly, a profit-sharing plan connects an employee's labour to the organisation's profits, encouraging them to put in more effort and as a result can increase productivity, improve employee morale and employee retention. However, the main difference from performance related pay is that profit sharing plans encourage improved communication between management and employees. Employees often avoid all forms of conflict to maintain productivity resulting in a more positive environment. Profit sharing demonstrates an organisation’s investment in its workers and aims to promote equity rather than competition within ranks (Indeed Editorial Team, 2023). According to Bryson and Freeman (2016), being part of a profit-sharing plan can raise job satisfaction amongst employees and research indicates that employees get more value from owning a piece of their organisation over and above the additional money they earn. 

How extrinsic and intrinsic rewards contribute to improving employee contribution and sustained organisational performance. (AC 1.5)

Employees who are motivated by the prospect of receiving a financial reward are said to be extrinsically motivated. Although an employee may not enjoy the task, they will complete it to receive something in return. When an employee participates in an activity or action because it is gratifying, this is known as intrinsic motivation. Instead of completing the task out of a desire for an external reward, employees will do for its own sake. Completing the activity or action is reward enough (Cherry, 2022). 
Teams that are intrinsically driven cooperate to achieve shared objectives. Team members that believe they are picking a project with the team have better levels of motivation and accountability to that team. When an extrinsic reward is introduced, each employee becomes more concerned with their personal well- being than with the team's project. There are sustainability risks with financial incentives as employees may get used to them and could see them as part of their pay compensation rather than an incentive and unless the reward increases their motivation will decrease impacting the organisational performance (Nemzer, 2016).
Both extrinsic and intrinsic rewards have various advantages when implemented in the workplace as they together they can improve employee contribution. Intrinsic rewards promote employee engagement, job satisfaction and retention while extrinsic rewards increase productivity, increase the drive to complete tasks and achieve goals, and are an external approach to show employees they feel valued (Glassdoor, 2021). 
When implementing any extrinsic or intrinsic rewards Cotton, 2022d, states that an organisation must consider fairness as a crucial factor to get the best results in sustaining organisational performance. Employees are more motivated to perform if they believe the allocation of the incentive is fair, and incentives are more effective if the procedures and how managers follow them are seen as fair.

The business context of the reward environment. (AC 2.1)
Organisations must adjust to the constantly shifting internal and external business environment if they are to thrive. Market, legal, and economic considerations may have an impact on the external business context of the reward environment. It has been proposed that the state of the economy may have an effect on the amount of money available for incentives like salary budgets and bonuses and the limitations on how rewards can be arranged and managed are set forth by employment laws, these include The National Minimum Wage Act 1998, the Equality Act 2010 and Gender Pay Information Regulations 2017 (Armstrong, 2019). 
The reward practices of organisations in the public and private sector can differ significantly. Most of the public sector acknowledges collective bargaining and trade unions as the primary methods of setting wages. As the government has introduced pay caps, there is less funding to support any wage increases. These organisations have introduced more generous benefits such as flexible working, holiday entitlements and large final salary pension schemes. However, with the cost of living and inflation increases recently, employees have been majorly impacted as generous benefits may not be as attractive and some employees may look to leave to find employment in the private sector (Taylor and Woodhams, 2022). 
According to Bernard, 2022, another factor is the location of the business. Some organisations may have location allowances in place particularly in London, but, due to an increased number of employees working remotely more organisations are reviewing their reward packages as this may no longer be useful. However, as there is a talent shortage currently there is a reluctancy to remove this as this will have a significant impact on recruitment and retention. 


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

Benchmarking activities and reward data can be used to make external comparisons. HR professionals can use a variety of reliable sources to obtain information (Taylor & Woodhams, 2022).
The Office for National Statistics (2022), asserts that when deciding which data source to use to generate specific labour market statistics, understanding how the data is measured is crucial. To understand the unemployment position, two metrics are frequently utilised. The Labour Force Survey (LFS) and the Claimant Count, based on administrative data from benefits systems are two methods used to measure unemployment. Both significant measures of the UK economy although they reflect various aspects of the underutilisation of labour. A respondents employment status is defined based on their responses in the LFS whereas The Claimant Count measures the number of people claiming unemployment benefits.
When an organisation reviews their pay rates to ensure they remain fair and competitive they may gather their data from four main sources of pay data. Published data gives a general idea of going rates from published statistics from pay surveys and similar organisations. Despite the difficulties in comparing like with like, these statistics on occupations or local issues are useful services. Pay clubs are limited to only the participating employer groups who exchange pay information accessing the data (Cotton, 2022a). According to the Local Government Group, 2011, the most accurate of sources of pay data can be found through consultancy and ad-hoc surveys which an organisation can pay for from specialist pay consultancies. Databases of pay information compared to job evaluation scores and job profiles are maintained by many organisations, especially those involved in job evaluation. 
The Office of National Statistics uses several data sources for earning s and working hours in the UK. The primary indication of short-term changes in earnings according to the ONS is average weekly earnings. AWE is based on the Monthly Wages and Salaries Survey which covers employees working in organisations with 20 or more employees. For smaller companies, an adjustment is made using factors from the Annual Survey of Hours and Earnings (ASHE). In terms of structural statistics, ASHE serves as the primary indicator of wages, providing data on the levels, distribution, and composition of wages and hours paid for employees across most industries and professions. 

How organisations use insight to develop reward packages and approaches (AC 2.3) 
According to REBA, 2022, our approach to analysing and benchmarking compensation and benefits is being impacted by how people are changing the way they work. For different organisations, a reward package that works well for may not be as successful in another. 
To determine pay grades in a pay structure, an organisation can use job evaluation data. Acas, 2014, describes job evaluation is “a method of determining on a systematic basis the relative importance of a number of different jobs” A job evaluation scheme is a method for objectively and methodically evaluating specific jobs without bias or discrimination. The approach evaluates each person's unique compensatory qualities, including competence, effort, responsibility and working conditions. The individual ratings are then combined to provide a single score for each job. There are also cheaper, simpler, and quicker JE schemes which are non-analytical focusing on job ranking, paired comparisons and job classification. A pay and grading structure can be established once all the jobs have been assessed and ranked (Cotton, 2022a). 
An organisation can compare its pay rates in its structure against the external job market. Market pricing is a technique used to set market rates and monitor changes in those rates by gathering information on pay rates for comparable occupations in other businesses. With the help of this information, a business may determine the pay rates that are necessary to keep the employees it requires (Cotton, 2022a).
A pay structure will lower the possibility of an equal pay issue and give a consistent foundation for managing a pay system. An organisation will need to consider pay progression and how employees will have the opportunity to move up the pay band or scale through incremental progression, reaching an agreed performance measure or when they reach a level of competence. Organisations should review data where employees have had their pay progressed to ensure fairness for equal pay between data and act or they could face legal action where employees may feel discriminated against (Equality and Human Rights Commission, 2020).

Task Two
The legislative requirements that impact reward practice. (AC2.4)
UK organisations are required to adhere to legal requirements in all pay and reward policies. According to Acas, 2023, an employer must pay a minimum wage based on the average hours an employee works. This is highlighted in the table below:
[image: ]
Organisations who fail to pay their employees could face legal action, fines or be taken to an employment tribunal.
According to Cotton (2022d), due to unfair treatment of female workers, the Equal Pay Act of 1970 was passed, outlawing and disparity in pay or conditions of employment between men and women. The Equality Act of 2010 that governs England, Scotland and Wales now includes this. The law gives men and women the right to be paid the same when carrying out like work, work rated as equivalent or work of equal value. 
The disparity between typical salaries earned by men and women within an organisation is known as the gender pay gap, this is different to equal pay as data collected will not consider employee's roles or seniority. Organisations with 250 or more UK employees in the private or voluntary sector are required to report their gender pay gap data, which includes payroll data for each employee, on 5th April every year, this is referred to as the “snapshot date”. The data collected must be from the pay period the “snapshot date” falls in, and the organisation must report and publish this data within a year of the snapshot date. To confirm the data is accurate, a written statement is also required from a director or equivalent. Failure to comply could lead to enforcement action and reputational risk as a “late badge” will be administered which are visible to the public GOV.UK, 2023). 
2019 saw the implementation of regulations requiring organisations with more than 250 employees to publish, justify and account for the wages of their top executives every year, and how those incomes relate to the pay of all other employees (GOV.UK, 2019). Employers are urged to treat employees equitably by pay reporting. The narrative that organisations publish can highlight the procedures that are used to try and ensure that pay decisions are fair. These include job evaluation, panels to examine pay increases and data to review pay outcomes (Cotton, 2022d).   

Approaches to performance management. (AC3.1)
One of the main responsibilities of line managers and people professionals is to support employees to perform well. As people are the main source of organisational value, successfully managing their performance is essential. Performance management functions best when it is based on two-way communication and consistent, open, and encouraging feedback. There are various approaches that can be used to manage employee performance (Gifford, 2022a). 
Organisations who practice 360-degree feedback evaluate employee performance from a variety of sources by measuring strengths, weaknesses, and skills. As feedback is collected from many sources it is more likely to be accurate and employees are more inclined to consider it when feedback comes from several sources rather than just one. This feedback can also be insightful in identifying any training gaps and agreed training plans can be organised by management to potentially reduce any skill gaps. As it can be time consuming to wait for the feedback from the various sources, and for the manager to review and analyse it in preparation for a performance appraisal, this could be seen as a disadvantage (Herrity, 2021). 
Coaching and mentoring approaches aim to help employees achieve their goals and improve engagement on both a personal and professional level, resulting in higher performance. Non–directive communication is a component of coaching. Through asking the right questions, coaches help employees think about how they can do better and assess what skills they can apply to accomplish their goals. Mentoring entails more directive communication. This is so they can provide guidance by sharing their own knowledge and experience (Indeed Editorial Team, 2023). Even though workplace coaching and mentoring are easy to implement there can be some issues with its effectiveness particularly when management have not been fully trained. Organisations may choose to hire external coaches and mentors as an alternative however these can be expensive (Hayden, 2022).
Performance review meetings can be used as part of the performance management cycle and are usually completed annually. They focus on various measures including set objectives, standardised metrics, behaviours, and attitudes against the organisation's values. This approach has been criticised over recent years due to their frequency, focus on past performance and limited attention on future performance improvement, and potential bias to performance ratings, leaving employees feeling demotivated (Gifford, 2022b),

The role of people practices in supporting line managers to make consistent and appropriate reward judgments. (AC3.2)
As Line Managers have the most direct contact with employees and potentially make pay decisions, it is imperative that they are trained in reward systems and decision making by people professionals, to ensure that fairness, consistency, and transparency are maintained. Line Managers must be given an explanation of grade and pay systems by people professionals, together with information on where and when financial and non-financial rewards may be awarded. (Taylor & Woodhams, 2022). 

Organisations in the UK are required to comply with legislation in all pay and reward policies. To guarantee compliance people professionals will have integrated these regulations into the organisations people policies and they must ensure line managers are aware of the law and stay up to date on any changes (Cotton, 2023). 

Research shows that recognition has a positive impact on employee motivation and performance. It is worthwhile that an organisation has a well-designed recognition process that line managers can use. A recognition toolkit can be implemented where thankyou cards, awards, or a notice board can be used to celebrate employees. Recognition should be explicitly tied to performance; this will assist in highlighting to employees that their efforts have been valued and that their contributions are significant. It is imperative that line managers recognise employees fairly and HR can review and assess that recognition is being distributed fairly through audits and employee surveys. Recognition distributed unfairly can have a negative impact on employees and can demotivate the workforce (Cotton, Gifford and Young, 2022). 

According to Hana (2022), The provisions of insights of reward data to line managers about extrinsic and intrinsic rewards, such as opportunities for training and development and employee wellbeing, is another crucial function of HR. This helps motivate line managers to take charge of the process and share the outcomes with their employees. Rewarding and recognising their employees and ensuring work-life balance allow employees to feel valued through job enrichment and personal development (Taylor and Woodhams, 2022).

How line managers make reward judgements based on organisational approaches to reward. (AC3.3)
Hana, (2022), states that the judgements and decisions made by line managers on reward have a major influence on employee performance and directly impact organisational performance. Line managers should utilise the organisations policies which would have been designed by the HR department and would have been aligned to the organisations values and beliefs. It is also imperative to have an ethical approach to guarantee that they make moral decisions about employee pay and treatment which will result in creating a climate of trust in the workplace. An unethical approach to reward can harm the climate of trust for a long time and negatively impact the employment relationship (Armstrong, 2019).
To decide on reward, line managers should assess the best available evidence from multiple sources. These can include scientific literature, organisational data, expertise and stakeholder views. When decision-making is based on fact rather than outdated insights or natural bias it is more likely to have a positive impact on employees (Young, 2023). 
According to Armstrong, 2019, improving non-financial reward is a crucial function for line managers, they can help with task and duty delegation so that work is completed, and they can ensure that job enrichment and personal development provide employees with a sense of purpose in their work. Understanding their employees needs outside of work is important for line managers to keep their employees motivated. Decisions to utilise an organisations family-friendly policies including more flexible arrangements will promote a healthy work-life balance and create a more rewarding work environment. 
In summary, Armstrong and Murlis, 2016, state that line managers choose the appropriate recognition and compensation for employees by considering the organisations reward strategy, performance management systems and regulatory obligations. To motivate and retain talented employees, line managers must ensure fairness and connect reward judgement with corporate objectives. 
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Current rates

Wage band Current rate (from 1 April
2023)

Age 23 or over (National Living £10.42

Wage)

Age 21 to 22 £10.18

Age 18 to 20 £7.49

Under 18 £5.28

Apprentice £5.28




