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(AC 1.1)
Armstrong (2023) stated that “Reward strategies are diverse and so is the structure used by different organisations to define and present them”, however most reward strategies fall under two categories; strategic reward and total reward (Cotton, 2024).
"Strategic reward" refers to an organisation's long-term approach to how its policies and procedures for reward serve the interests of the employees and the organisation as a whole (Cotton, 2024). This approach is usually implemented and set out in a formal written reward strategy (Cotton, 2024).
The term "total reward" refers to the components of labour that are perceived as both tangible and intangible, which are most valued and appreciated by employees and may be included in reward strategy (Cotton, 2024). In addition to salary and benefits packages, total reward can cover opportunities for flexible work schedules and arrangements and fair treatment. Total reward also has the potential to focus partially on employee empowerment, which has consequences for cultural transformation within an organisation (Cotton, 2024).
By putting these tactics into practice, it may aid organisations in becoming an employer of choice and improve their reputation (Cotton, 2024).
Reward systems can have a significant affect in shaping and reflecting an organisations cultural priorities. (Kerr and Slocum, 2005) This is because the types of rewards offered and how they are distributed signal what the organisation values most. For example, a culture focused on individual achievement may emphasise individual bonuses, while a collaborative culture may prioritise team-based rewards (Kerr and Slocum, 2005). In turn, the culture of the organisation plays a part in impacting what kind of rewards that an employee finds motivating. Furthermore, rewarding employees for good performance and for reaching professional milestones can lead to prolonged and significant improvements in employee performance across the organisation because a culture is created where employees are encouraged and engaged to drive for high performance (Kerr and Slocum, 2005).

(AC 1.2)
It is important to consider that the two main factors that impact work performance are; capability and motivation. Workplace motivation refers to the degree of someone's eagerness or willingness to undertake work and, in turn, high motivation equals improved organisational performance (Taylor and Woodhams, 2022). Depending on the individual, motivation can be found and facilitated through intrinsic or extrinsic factors.
Extrinsic rewards
Pay increases, bonuses, and other forms of monetary incentives are some examples of extrinsic rewards given to employees. These are considered extrinsic because they are external factors to the individual and their work and are managed by others (Malik et al., 2019). 
Extrinsic rewards are beneficial and suitable when organisations require immediate participation and contribution from employees in order to incorporate a change. In these situations, the extrinsic reward is the first method of encouraging staff members to improve performance and demonstrate their contributions. 
Receiving rewards from outside sources can directly spur workers to improve their output and effectiveness due to its positive impact on motivation and performance. Research has demonstrated that offering financial incentives to employees can result in notable increases in their productivity and effectiveness (Jensen & Meckling, 1976; Banker & Lee, 2001).
Also, by lowering turnover rates, competitive extrinsic rewards can help increase staff retention. When a company provides significant financial incentives and advantages, employees are less likely to leave (Hausknecht, Rodda, & Howard, 2009). Despite this, in the long run, these benefits are ineffective if the situation does not improve as expected or if the extrinsic rewards become custom and practice (Malek et al., 2020).
Intrinsic rewards
A reward that is considered intrinsic is an internal incentive that individuals receive for successfully finishing assignments or projects. These incentives, which are primarily psychological in nature, are determined by an individual's effort and aptitude. According to Ryan and Deci (2020), intrinsic incentives generate a positive emotional response and serve as a motivator for employees to keep improving and, where necessary, implement long-lasting behavioural adjustments.
Research indicates a significant correlation between work satisfaction and employee engagement when it comes to intrinsic incentives. Workers that are motivated and devoted to their jobs are more likely to find their employment important and gratifying, which in turn improves organisational performance (Ryan and Deci, 2020).
Since internally driven personnel are more willing to experiment with novel concepts and methods, intrinsic motivation also promotes creativity and innovation. In competitive and dynamic situations, this is crucial for maintaining organisational success (Ryan and Deci, 2020).
Research indicates that there is more to the link between intrinsic and extrinsic reward than just choosing one over the other; both are significant and may be used in conjunction with one another to great effect (Hajduk, 2017). Intrinsic incentives are necessary for sustained engagement, creativity, and dedication but extrinsic rewards can boost motivation instantly and lower attrition.

(AC 2.1)
A pay structure is an arrangement of grades, bands, or levels that connect comparable job roles within an organisation (Cotton, 2024a). Organisations utilise pay structures frequently to provide a framework for implementing incentive plans and policies; in 2019, 67% of companies did so (Cotton, 2024a).
By incentivising necessary behaviours and performance, a pay structure serves to match the incentive system with an employer's goal, vision, purpose, culture, and business plan. Additionally, they assure justice and legality by, for example, preventing pay discrimination, and they provide structure and clarity to the management of career advancement and pay increases (Cotton, 2024a). Pay grades and structures can be utilised in the following ways;
Spot salaries
There is a specific hourly, monthly, or yearly pay rate for every position or individual if they are being paid a spot salary (Cotton, 2024a). Spot rates are encountered in situations when a straightforward "rate for the job" is required, which is usually the case in lower-skilled jobs, or they are seen in higher-level professions (Cotton, 2024a).
The lack of a defined development framework may be a drawback to this approach. Nonetheless, to keep up with inflation or market rates, it is feasible to raise the spot rate or move to a higher spot rate. Spot salaries are created as part of a remuneration package to draw in, inspire and keep particular individuals for particular roles (Cotton, 2024a).
Narrow pay structures
Narrow graded pay structures are almost the exact opposite of the afore-mentioned spot salaries. These are made up of several grades, typically 10 or more, with various occupations of roughly equal value assigned to each band (Cotton, 2024a). For instance, two employees with quite distinct duties and goals in the workplace, a housing officer and a heating engineer, for example, may be on the same pay grade. Progression often occurs in steps according to the duration of service with individuals moving up a pay grade every year until they reach the top of their range. Most people soon reach the top of their range because grades are limited resulting in calls for upgrading and "grade drift," which is when the ranking of certain roles become higher than they deserve, or employees may suffer from low motivation when monetary progression is no longer available to them (Cotton, 2024a).
Individual salary ranges
These are similar but more advanced forms of individual spot salaries. Every position or employee has a wage range attached by the organisaition. Since they provide some official room for pay progression, individual salary ranges could be preferable over individual spot rates (Cotton, 2024a).

(AC 2.2)
Individual performance
Individual performance is greatly impacted by contingent incentives, which are awards granted in response to certain accomplishments or performance standards. Deci, Koestner, and Ryan (1999) claim that by setting clear objectives and offering quick feedback, contingent incentives can improve motivation. People will work harder and more persistently if they believe that their efforts will be directly rewarded, such as through performance- or skill-based compensation, for example. Vroom's (1964) Expectancy Theory, which holds that people are driven to perform when they feel their efforts will result in favourable consequences, lends credence to this.
Team performance 
Contingency awards can promote teamwork and collaborative effort on a group level. Members are motivated to collaborate to achieve a common objective when rewards are linked to team success. This can improve cohesiveness within the team and lessen situations of social loafing, in which certain individuals put in less work than others. DeMatteo, Eby, and Sundstrom's (1998) research, for example, suggests that team-based incentives can improve performance results by coordinating individual goals with team objectives. To prevent disputes within the team, it is important that the distribution of rewards be viewed as equitable (Armstrong & Murlis, 2007). It is also imperative that team leaders have a consistent strategy that offers stability and clarity on their contingency plans (Ghosh, Buss, and Shivhare, 2024).
Organisational performance
By coordinating staff goals with the organisation's strategic objectives, contingent incentives have the potential to improve overall performance at the organisational level. Businesses may boost productivity, lower attrition, and improve employee engagement by implementing performance-based compensation programs successfully (Armstrong & Murlis, 2007). Lawler (2003) discovered that companies with well-designed incentive systems had better financial success, supporting this theory. Furthermore, it guarantees that workers' efforts directly contribute to the success of the business when rewards are matched with key performance indicators (KPIs) (Armstrong & Murlis, 2007).
It is important to note however, that, the substantial body of research on contingent incentives has produced conflicting results on the direct improvement of individual, team, and organisational performance through contingent pay (Armstrong and Brown, 2019).

(AC 2.3)
Health and Wellbeing benefits
These types of benefits can lead to better overall employee health. Health and wellness initiatives, gym memberships, Occupational Health and health insurance are just a few examples of the programs that can improve contribute to this. According to studies, these advantages can increase production and lower absenteeism (Goetzel et al., 2014).
Another of its merits is decreased healthcare expenditures. Early sickness identification and prevention lead to a reduction in long-term healthcare expenditures for employers who engage in comprehensive health benefits (Baicker, Cutler, & Song, 2010). Lastly, these benefits can positively impact and enhance job happiness and retention. Health benefits are highly valued by employees and providing them can boost job happiness and lower an organisations turnover rate. (Goetzel et al., 2014)
Work-life balance
Benefits like parental leave, remote work opportunities, and flexible work schedules enable workers to successfully manage their personal and professional obligations, which can increase productivity (Kossek, Lewis, & Hammer, 2010). According to Wood (2018), flexible work arrangements have a positive impact on productivity by giving employees more job autonomy and elevating their sense of support from management.
Additionally, these advantages could result in better wellbeing for employees. Benefits related to work-life balance are essential for mental health because they lower stress and burnout, which improves workers' general wellbeing (Allen, Johnson, Kiburz, & Shockley, 2013). Finally, these perks promote a more encouraging workplace, which increases worker loyalty and decreases turnover. (Thompson, Beauvais and Lyness, 1999).
It is crucial to note, however, that work-life balance initiatives don't have to be elaborate or complex. For instance, managers can monitor calendars to make sure employees are taking their leave entitlement and aren't working excessive hours because they must make sure that deadlines and workloads are reasonable and doable for employees. To improve everyone's welfare and productivity, it is also critical that staff members uphold boundaries for them to maintain productivity and well-being (Mayne, 2023).
Training and Professional Development 
With the support of training and development opportunities like professional certifications and tuition reimbursement, employees can improve their abilities and keep current with industry trends. Individuals gain from this, but the business also gains as it can invest in its personnel and access an educated and knowledgeable workforce (Noe, 2013).
Benefits that promote professional development can also result in chances for career growth inside the company, which boosts motivation and job satisfaction (Aguinis & Kraiger, 2009).

(AC 2.4)
An organisation's recognition program is a strategic method that aims to honour staff members for their accomplishments, commitment, and hard work (Chown, 2023). Organisations want to foster a culture of appreciation where their employees feel appreciated and inspired to perform to the best of their abilities and putting in place a reward and recognition program can aid with this (Chown, 2023). There are several methods for doing this.
Cash rewards
Bonuses, pay increases, and stock options are examples of monetary incentives that can be used in recognition schemes for high performing employees. These offer immediate cash rewards, which have the power to greatly inspire workers and raise their level of job satisfaction (Stajkovic & Luthans, 2001). Performance can also increase when good work is recognised with financial benefits. Given that they can fulfil an employees' current and future financial needs, financial awards have a high positive correlation with increased performance and productivity (Eisenberger & Cameron, 1996). They could also have a significant positive effect on attraction and retention for the company. Competitive pay benefits aid in luring and keeping top personnel, increasing the organisation's attractiveness to high achievers and fostering the development of a knowledgeable and skilled workforce (Eisenberger Cameron,1996) 
Peer to peer recognition 
Peer to peer recognition is when employees acknowledge a colleague's abilities, contributions and talents (Wong, 2023). Since peers are more likely to be aware of each other's daily struggles and hurdles, positive peer feedback can have an equal impact as management or senior staff input. Peer recognition may have extra significance due to this greater understanding of their peer's work (Wong, 2023). Employee spotlights, social media shoutouts, certificates or prizes, and complimentary lunch or coffee for recognised people or teams are a few examples of peer-to-peer recognition techniques (Wong, 2023).
Peer-to-peer recognition programs can promote teamwork and collaboration by enabling staff members to acknowledge and appreciate one another's accomplishments (Baker et al., 2013). Additionally, by fostering an environment where employees are motivated to express gratitude and praise, it can increase overall employee engagement leading to improved performance (Brun & Dugas, 2008). Such programs may also increase job satisfaction since workers feel appreciated by both management and coworkers, boosting morale and self-confidence (Brun & Dugas, 2008).
Furthermore, peer-to-peer recognition, fosters a sense of connection and belonging by encouraging staff to publicly acknowledge colleagues for the distinctive abilities and experiences they bring to the table which allows businesses to highlight and improve their diversity and inclusion initiatives (Wong, 2023).

(AC 3.1)
Global, national, and corporate forces as well as internal and external factors all interact intricately to shape the incentive and reward packages. Organisations may create incentive programs that improve employee happiness and boost revenue by taking these aspects into account.
Global context
The requirement to take cultural sensitivity into account is one worldwide factor that affects the reward environment. Cultural differences can lead to considerable differences in reward preferences, thus an approach that is seen as effective and generous in one culture may not be viewed as equally valuable in another. For instance, individualistic cultures could favour individual recognition, whereas collectivist societies might emphasise team-based awards (Hofstede, 2001). Considering and prioritising these distinctions is essential to creating incentive schemes that work.
Global competition for products and services affects the reward environments in general and pay systems in particular in a variety of ways. To guarantee that the business can respond to fresh and escalating demands or pressure, for instance, employers may need to provide their staff more flexibility (Perkins and White, 2011). Additionally, organisations may feel compelled to implement performance-based pay plans, which reward workers more for competence and high performance. In order to address skills gaps and adapt to shifting demands, organisations may also want to take into account global talent mobility, which increases access to brilliant people worldwide (Perkins & White, 2011).
National Context
Different countries have various legal frameworks and labour rules that companies must follow when it comes to compensation and rewards, for example rules and laws regarding working time regulations may limit the amount of paid overtime a company can offer as an incentive. There may be legal repercussions and reputational harm for noncompliance (Budd & Bhave, 2008).
As an example, a variety of variables impact reward management systems and methods in the UK. These aspects include the implementation of the National Minimum Wage, a fragmented labour market, lower rates of inflation, and significant pay scale disparities between the top and bottom (Perkins & White, 2011).
Corporate Context
The values and culture of the organisation should be taken into account while designing reward and recognition strategies. The organisations principles and culture should be reflected in and upheld by the reward structure. For example, as per Deal and Kennedy (1982), a competitive culture may prioritise individual performance incentives, whereas a collaborative culture would prioritise team bonuses and collective recognition.
Furthermore, motivation and satisfaction may be raised by learning about employee preferences and customising rewards according to their values and beliefs. Organisations may determine what matters most to their staff by using surveys and feedback systems (Twenge et al., 2010).
For organisations, advancements in technology and the move toward hybrid working and working flexibly are also considerations that must be made to shape the reward environment (Marler & Fisher, 2015).

(AC 3.2)
In order to assure validity and reliability, a comprehensive strategy to data collecting and measurement that incorporates a variety of techniques and sources is necessary for effective benchmarking. Through the utilisation of sophisticated analytical tools, data triangulation, and primary and secondary sources, companies may maintain their competitiveness, make well-informed decisions, and cultivate a culture of ongoing development.
Data for benchmarking can be obtained from primary sources like questionnaires and surveys which can yield results that can be compared across the industry. These may be used to get first-hand information on a variety of benchmarks, including job satisfaction, working hours, and employee wages, all of which can be used in benchmarking exercises. Well-structured surveys produce excellent reliability and validity, according to peer-reviewed research (Hinkin, 1995). Focus groups and interviews are two more primary sources. Deep qualitative insights may be obtained via interacting with stakeholders, workers, and industry experts. These techniques enable the verification and interpretation of quantitative data in a sophisticated manner, however, they do require a lot of time and resources (Morgan, 1997).
Publications and industry reports can be used as secondary sources of data when conducting benchmarking studies. By using publications, white papers, and industry studies, it is possible to gain insight into benchmarks and aggregated data from reliable sources. These sources are useful because of their thorough examination and validity (Kumar, 2019). Government databases are among the other helpful resources. Reliable and current information on wages, employment rates, working hours, and inflation may be found in national labour statistics and databases, such as those from the Office for National Statistics (ONS) in the UK and the Bureau of Labour Statistics (BLS) in the US (Kumar, 2019).
In order to assure the validity of the data acquired, it is imperative that proper validity checks be carried out throughout benchmarking analyses utilising established measuring tools and pilot studies (Patton, 1999). Also, cross-verifying information through triangulation, the combination of several data sources, such as surveys, interviews, and secondary data, is essential for improving reliability (Patton, 1999).

(AC 3.3)
To create fair and equal pay structures, an organisation uses a systematic procedure called job evaluation to assess the relative value of different roles and positions. Analytical and non-analytical procedures are the more general categories of job evaluation methodologies (Armstrong & Taylor, 2020).
Non-analytical approaches 
Non-analytical methods for job evaluation, assess jobs holistically as opposed to dissecting them into their component parts. These techniques can be more subjective, but they are usually quicker and simpler to use (Armstrong & Taylor, 2020).
The Ranking approach, which ranks occupations according to their total worth or significance to the company, is an example of a non-analytical technique. After reviewing job descriptions, a panel of assessors ranks the positions. Since this approach is often easy to use and reasonably priced, it could be better suited for smaller businesses with fewer employees and positions. Despite its advantages, this approach may also be quite subjective, which might result in inconsistent results (Armstrong & Taylor, 2020).
Another non-analytical way of evaluating jobs is the categorisation method.  Here, positions are categorised into pre-established classes or grades according to work criteria. This approach guarantees uniformity throughout the business and its functions by offering a well-organised framework that is simple to comprehend and use (Dessler, 2015). However, if job categories are not routinely evaluated and updated, this system may be rigid, difficult to adapt to new or emerging work responsibilities, and susceptible to prejudice (Armstrong & Taylor, 2014).
Analytical techniques divide tasks into important elements or variables, each of which is evaluated separately. These approaches offer a more thorough assessment of work functions and are more objective (Armstrong & Taylor, 2020).
The Point Factor Method involves recognising important factors such as competence, responsibility, effort, and skill and giving each item a point value and the sum of the points determines the relative value of the work. This approach has the benefit of being extremely objective, thorough, and accurate in allowing for job-to-job comparisons (Milkovich et al., 2013). It can also take a lot of effort to design and maintain because of the level of information required (Dessler, 2015).
Establishing equitable pay structures inside organisations requires effective and reliable job evaluation, and the approach and methodology used should be dependent on the organisation's size, resources, and particular demands.

(AC 3.4) 
Laws and regulations have a significant influence on how businesses design their reward systems. These specifications guarantee that awards be given out morally, legally, and equitably.

Non-discrimination laws and equal pay regulations are a couple of these legal mandates. One comprehensive piece of legislation that unifies earlier anti-discrimination regulations into a single act is The Equality Act of 2010. It requires companies to provide equal compensation for equal work, irrespective of age, gender, ethnicity, disability, sexual orientation, religion, or belief (Hepple, 2010). This legislation also tackles the issue of indirect discrimination, which occurs when a specific group is disadvantaged by policies or benefits that are meant to apply to all. Another example is the 1970 Equal Pay Act. The original Equal Pay Act, which mandated equal pay for equal labour, explicitly addressed salary inequities between men and women, however its provisions are now included in the Equality Act 2010 (Fredman, 2011). It is vital that organisations are mindful of these laws when offering rewards to certain individuals and to ensure they are not in breach of these laws by giving unfair advantages to some individuals.
Another component of law influencing incentive practices is the National Minimum Wage Act of 1998. This legislation establishes the minimum hourly wages that organisations in the UK are required to pay their employees. Its goal is to give workers a living wage that is examined and adjusted regularly (Metcalf, 1999). Moreover, employees 25 years of age and older are entitled to a higher minimum salary under the National Living Wage Act, which was implemented in April 2016. Its goal is to guarantee that employees and workers receive enough pay to meet their essential living expenses (Metcalf, 1999). Organisations are thus prohibited from substituting awards for a base pay as doing so would put them in violation of the law.
Another law that organisations need to make sure they adhere to when it comes to rewards is the Income Tax (Earnings and Pensions) Act of 2003. This legislation unifies and streamlines earlier employment- and pension-related income tax rules. It affects the taxation of several types of compensation, including salary, bonuses, and in-kind benefits (Fredman, 2011). This means that there are limits on the monetary rewards that organisations are able to give employees on a tax-free basis.
Legislative requirements influence reward practices by enforcing equity, prohibiting discrimination, establishing minimum criteria for compensation and working conditions, and safeguarding employee welfare. In order for organisations to uphold moral and legal standards in their reward policies, compliance with these regulations is crucial.
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