Introduction
This report provides an insight into how reward strategies can be used in GA Pensions to provide the board with information to make the best decisions when reviewing its reward policies and procedures. This report will be produced by accessing research from a range of sources, for example peer reviewed articles, journals, web sources and books. 
1.1
One of the key principles of reward management is that employees are rewarded fairly, consistently, and transparently. Pay is an aspect of reward that evokes strong feelings, reward practices that are perceived to be unfair and can damage the psychological contract (Taylor, Woodhams, 2022). However, rewarding employees fairly can lead to them being more engaged in trying to obtain the reward (Fatima, 2021). Communication regarding reward practice and decisions needs to be effective and clear to enhance commitment and engagement. The role of line managers is key to this.
A total reward approach comprises financial and non-financial benefits of reward.  Armstrong suggests that intrinsic motivation derived from the work itself has a more powerful impact longer term the brief gratification of a pay increase. (Armstrong, 2020)  However, total reward can be complex to implement, and can lead to confusion if there is too much detail and choice (Cotton, 2023). There is also a risk of employers implementing generic packages, with little consideration for the actual needs of employees. A free canteen lunch, for example is unlikely to benefit an employee who works remotely. Employers may be inclined to replace financial rewards with cheaper benefits and non-financial rewards. Armstrong suggests the concept of total reward is good in theory, but doubtful in practice  (Armstrong, 2020).
Motivating employees is a significant factor in organisational performance. However, motivation theories such as Herzberg, suggest that increasing rewards only motivates employees in the short term. Longer term, they require motivation from intrinsic factors such as “achievement, recognition and the work itself” (Ryan, n.d). Providing increased responsibility to individuals, for example can enhance their motivation. 
Organisational culture can be impacted by the reward principles, which are reflected and reinforced in the norms and values of the organisation. Kerr and Slocomb Jr suggest that following good reward principles can help positively shape organisational culture. GA Pensions can follow the key principles of reward; fairness, consistency and transparency and empower line managers through training to embrace and communicate these.
 


 1.2
Fundamental to the implementation of reward policies and practices are the principles of fairness, consistency, and equity. Armstrong defines fairness as “ensuring people get what they deserve” (Armstrong, 2023), whilst equity means ensuring that the rewards given to groups or individuals are fair when compared to those given to other groups or individuals. Consistency is the extent that the policies are similar and steady throughout the organisational structure.
Organisations also face the challenge of balancing external competitiveness with internal equity. Greene suggests that basing pay solely on “market values” (Greene, 2018), will inflate the organisation’s budget. Therefore, there is often a conflict between internal equity and external competitiveness, and it may be necessary for organisations to “sacrifice their ideals” (Armstrong, 2007) of internal equity to marketplace demands. Greene suggests incorporating external competitiveness, whilst maintaining internal equity can be achieved by devising pay ranges for each discipline, aligning them with market conditions and establishing control points that are reviewed regularly (Greene, 2018).
Implementing assimilation policies provide guidance as to where the role will be allocated in a new structure, and how to address individuals who are below the minimum for the new grade. Additionally, it is necessary to define how those who are paid above the upper limit will be managed and protected from any possible loss of pay (Armstrong, 2023). Prior to implementation, it is vital that management agree with assimilation and protection policies. 
The role of line managers is key to implementing rewards, and reward policies must reflect this. Therefore, it is a policy decision to outline the degree to which line managers have responsibility for rewards. (Armstrong, 2007).  Reward policy guidelines should be followed, and line managers should make consistent decisions throughout the organization. As such, line managers should be trained, so they are able to exercise judgment on rewards and deal with poor performance confidently. 
 


  





1.3

Performance can be defined as being comprised of both behaviours and results (Armstrong, 2020).  Results can be compared with expectations to measure performance, for example by examining financial information, such as profits, or non-financial information, such as market share. For individuals, this can be measured in terms of turnover, absenteeism, and sickness (Cotton, 2023).
People performance has a significant impact on the reward approach. High performing individuals are awarded with bonuses in the form of cash payments that are linked to their performance (Armstrong, 2020). Directors may be awarded bonuses linked to pre-tax profits, with a performance level threshold used to establish the size of the bonus. Banker’s bonuses came under scrutiny following the financial recession of 2008. There were concerns that rewarding bankers with large bonuses often five, six times their salary (Hooker, 2023)  resulted in excessive risk taking. Legislation was introduced in 2014, with the aim of curbing this behaviour, capping bonuses at twice the base pay. Regulators and banks argued that firms altered their approach to rewarding bankers and circumvented the cap by increasing basic salaries, which are more difficult to reduce during a downturn or take back if performance has been poor (Hooker, 2023).
As an organisation expands, it is important to review its approach to reward as it may not be possible to offer the same benefits package to staff as it did in the early days of operations (Farrand, 2016). Rewards that may have been affordable in a small, family run business may not be sustainable in a larger organisation. However, as the organisations grows, to attract new employees, an organisation will need to offer more competitive pay and imaginative benefits that appeal to a diverse pool of potential candidates. 
Conversely, if an organisation is experiencing a downturn, it will also need to rethink its approach to reward. Currently inflation in the UK is at a 40 year high (Cholteeva, 2022) and employees will be looking to organisations to award them a pay increase to keep up with the rising cost of living(Cotton, 2023). If firms are unable to reward employees with financial benefits, they will need to think creatively and consider lower cost benefits, such as offering flexible working and competitive training and development programmes, to attract and retain employees.  







 1.4
Employee benefits can be defined as non-cash provisions within the reward package (Cotton, 2023). Organisations offer these as a way attract and retain people.
One example of an employee benefit is performance related pay, used an alternative to fixed hourly pay or supplementary to basic pay or annual salary. It is often implemented in sales environments, where employees are paid a fixed salary, but are provided with the opportunity to earn commission or bonuses. Therefore, pay is not based solely on performance but is still mostly target driven (Davidson Morris, 2021). The merits of PRP are that it can stimulate performance by linking pay to performance and, if employees hit their targets, the organisation's overall performance should improve (Cotton, 2023). It can also help to embed a culture of high performance throughout the organisation, and enhances the link between employee effort and financial reward, thus motivating the individual to make more effort and increase their output (Davidson Morris, 2021)
Profit sharing is a scheme where employers pay a specific percentage of the annual profits (Gaill, 2018). The John Lewis Partnership is one of the best-known organisations that incentivises its employees by rewarding them with profit share and a stake in the company. Employees can therefore influence how the company operates. Armstrong notes it can “enhance engagement and commitment” (Armstrong, 2020). They can also generate ideas and sharing, improve ways of working and set interlinked goals for individuals and groups (University of Leicester, 2023).
Like performance related pay, profit schemes offer a financial incentive in return for performance. However, the use of individual performance related pay can lead to a shift in focus to easily measured tasks, and short-term objectives, whilst neglecting other tasks and a tendency to take risks in return for the highest reward. People can also become demotivated if their worth to the organisation is linked to their productivity alone (Personio, 2023). In contrast, profit sharing encourages a focus on the overall, longer-term performance of the organisation and can foster a more collaborative culture where there is a common interest between staff and shareholders (XpertHR, 2023).

















1.5

According to the LSA extrinsic rewards are comprised of external factors in the organisation such as pay, bonuses and commission, they are usually tangible and quantitative.
Munir et al argued that there is a strong link between extrinsic reward and motivation and employee satisfaction. As such, they suggest that organizations should establish a clear system of extrinsic rewards to retain its highest performing employees and align these to their productivity. (Munir et al, 2016). Additionally, Pink stated that employers should pay people “enough to take money off the table” (Pink, 2009), suggesting that pay has to be “felt fair” before people can be motivated by intrinsic factors such as “ autonomy, mastery and purpose elements” (Pink, 2009). In contrast, Hadjuk argues that if employees feel they are remunerated unfairly, this can lead to a decrease in motivation, and a subsequent decline in their performance, reducing their contribution to organisational performance. 

Intrinsic rewards are often non-financial and are closely linked to responsibility and achievement in the workplace. Armstrong states that these are comprised of role development and job design; autonomy, meaningful work, and the opportunity to acquire and use skills, work life balance and quality of working life (Armstrong, 2007). In addition, Thomas argues that intrinsic rewards are psychological as they are derived from within and are controlled internally.

Munir et al suggest that factors such as recognition and praise are effective intrinsic rewards that stimulate employee’s motivation to perform. In turn employee performance improves as their enjoyment of successfully completing tasks increases. Receiving praise when completing a piece of work and being treated with consideration, coincide with satisfaction in work delivery, autonomy, and psychological fulfilment. (Munir et al, 2016) Hajek stresses that the intrinsic model of reward can only be achieved when employers focus shifts from the extrinsic factors, such as pay and benefits to the “truly motivating intrinsic factors” where people are provided with the opportunity to pursue their own development route, excel in their roles, and make a positive contribution to organisational performance. 















 2.1


Internally, employee views determine the reward environment of a company.  Armstrong suggests that when designing reward processes, such as contingent pay, job evaluation and performance management, consideration should be given to employees, requirements, aspirations, and expectations as stakeholders (Armstrong, 2007).
Historically, globalisation of people and ideas, focused on expatriate workers drawn from the headquarter location of the company and rewarded separately in the country where they work. However, remote working has enabled organisations to recruit individuals from any locations, and this has implications for their reward strategies as they will need to consider any cultural differences, variations in legislation and tax, levels of social provision and market practices (Sharp, n.d). Additionally, the market rate of pay can impact reward strategies and as such organisation will need to conduct regular pay reviews and benchmarking exercises to ensure their reward packages are competitive and attractive. 
Employment trends, such as labour shortages also impact an organisations reward approach. According to the Office of National Statistics, there were over 1.25 million unfilled job vacancies in 2022. (ONS, 2022). Whereas historically pay increases of 30% and so called “golden handshakes” were seen in professional or highly skilled roles, these were increasingly being offered for roles such as HGV drivers and chefs, to attract and retain staff. 
There are also legislative implications to consider. These include the National Minimum Wage Act 1998 and the Equality Act 2010, which provides protection from discrimination. Female investment bankers successfully took legal action against their employers when they became aware that their bonuses were significantly less that those paid to their male counterparts, in a high-profile case (Ryan, n.d).
The industrial relations landscape can also impact the reward approach. Pay levels can be set by collective bargaining with unions. From their perspective, they will aim to keep their members pay ahead of inflation, align with market rates, and reflect the profitability of the organisation and they will seek to apply pressure on employers. Armstrong notes this will, however depend on the relative bargaining strengths of the employer and the union  (Armstrong, 2007).










2.2

The benchmarking process is comprised of collecting and analysing data to provide insight and information that can support decision making. 

Payroll data incorporates the information available during the payroll process, including, overtime, salaries, pension contributions, sickness absence, benefits, and annual leave. The University of Lincoln has implemented an integrated HR and Payroll system which allows for more comprehensive reporting of data to shape its reward strategy. Hodson states the benefits of this approach are that it enables his team to see the link between base pay and performance and notes that the correlation between loyalty and base pay in a competitive job market can lead to significant pay differences against long-term employees. (Hodson, 2015). However, using pay data to benchmark rewards has its drawbacks; if the existing rewards are already subject to bias, such as a female colleague being paid less than her male counterpart, awarding all colleagues a 5% pay rise will result in her being disadvantaged further. Using payroll date alone to benchmark reward has limitations, Markham cautions that it can lead to a focus on rule driven calculations rather than heuristics and algorithms required to provide strategic insights and stresses the need to develop a greater understanding to push the reward industry forward (Markham, 2015).

Health and wellbeing is a further example of how data can be used to shape the reward strategy. This may be of particular use in industries that are primarily focused on productivity (Haynes, 2017). Combining information from insurance claims with data from wearable devices such as watches, can provide insight into the health of the workforce. Haynes argues that using this information alongside other data such as health risk assessments and sickness absence, can help organizations to identify and anticipate trends and intervene earlier to facilitate a healthier and more productive work environment (Haynes, 2017). Danone has used information about the health of its employees to change its approach to reward by offering healthier meals in its work cafes and established exercise clubs to promote a healthy lifestyle (Martindale, 2017). Measuring data from reduced absence and increased productivity can help evaluate the impact of these measures and provide evidence of the return on investment. However, Haynes acknowledges that some individuals may have concerns about sharing personal data, particularly if there are issues such as substance abuse or mental health (Haynes, 2017).











2.3

 Benchmarking data can be used by GA Pensions to establish an effective reward package for various job roles. Some of the key aspects they can consider, ensuring fairness and consistency, include pay structure, job evaluation and the correct levelling of jobs.
The first step in establishing reward package is to ascertain the relative value and size of the job role. The main objective of job evaluation is to distinguish between different job roles, rank them and identify the level of responsibility and ensure it is reflected in the level of reward offered (Koziol, 2020). It is the responsibility of GA Pensions to conduct job evaluation and rank each job role so that wage bands can be allocated to them. The size and responsibilities associated with the role align to a ranking, which in turn correlates to basis pay brackets or wage grids and wage rates. In doing this, HR practitioners can ensure that employees are paid fairly, consistently, and equitably.
The information acquired from the job evaluation process can be utilized to determine grades and pay structures. Pay structures are comprised of wage grades or bands that amalgamate related jobs within the hierarchy (Cotton, 2023). Implementing a pay structure can be used a point of reference for people professionals in the development of reward strategies and policies. Pay structures can be devised to maintain fairness and safeguard against pay discrimination. They can also be used to ensure that rewards align with objectives and goals and provide clarity when managing pay rises.
Accurate job levelling safeguards that organisations are operating with consistent expectations and criteria across the workforce (Threadgould, Villegas, 2023). The purpose of job levelling is to define job duties and responsibilities, develop clear development pathways and hierarchical levels. By establishing clear job levels, GA Pensions can align positions with organizational strategy, culture, and requirements. It can also be used to guarantee that reward practices are implemented fairly and consistently. 













2.4
The Equality Act 2010, decrees that it is unlawful to subject any employees to a disadvantage, because of a protected characteristic, such as gender, sexual orientation, race, and disability ( (ACAS, 2023). The Equality Act 2010 also incorporates the Equal Pay Act that governs how men and women should be paid. For example, if GA Pensions were to pay a woman less for “equal work” (ACAS, 2023) or offer her less favourable terms and conditions, this could amount to discrimination and result in legal claims.
The National Minimum Wage Act 1998 (ACAS, 2023) outlines the minimum hourly rate for employees. GA Pensions should consider that there are different rates for employees, depending on their age and they will need to ensure compliance with these. Failure to adhere to this, can result in costly legal claims. HMRC publishes the details of employers who fail to pay the NMW, and this could damage the GA Pensions brand, and have implications for recruiting and retaining staff. To be a more attractive employer, GA Pensions could consider paying more than the minimum wage. 
Organisations with at least 250 employees are required under The Companies (Miscellaneous Reporting) Regulations 2018 to report and explain the ratio between CEO’s remuneration and full-time employees’ remuneration. As a result of this, the CIPD observed that CEO remuneration reduced marginally (CIPD, 2021). Since 2018, organisations with at least 250 employees are required to report on and publish the details of their gender pay gap. The CIPD argues that at an organisational level, advocating gender equality is an important aspect of being a good employer. (CIPD, 2023). As the report is widely available, job seekers and employees can access this information when deciding whether to stay in an organization or apply for roles. Research conducted by Price Waterhouse Coopers found that 85% of female millennials stated that an organisations policy on workforce inclusion, and equality and diversity was an important factor when considering working for an employer (Pricewaterhouse Coopers, 2023), highlighting the importance of organisations being transparent about their pay gap and taking steps to tackle the underlying issues causing it. 













3.1
Approaches to performance management vary in organisations. The CIPD states that performance management is a process that endeavours to enhance the value of an employee, and maintain and improve employee performance, aligned with organizational objectives (CIPD, 2023).
360-degree feedback is one approach to performance management. Armstrong states that this involves the assessment of an individual’s performance by other people, typically comprised of their manager and subordinates (Armstrong, 2020).  Assessors are often asked to rate elements of performance such as decision making, leadership and communication, often in the form of questionnaires. The results are subsequently provided to the individual, often anonymously, but frequently by their manager. The merits of this approach are that can provide a comprehensive evaluation of an individual's performance and help them to identify areas for improvement and opportunities for development (Wallbridge, 2023). The drawbacks of this are that in can be stressful for people providing feedback, particularly if it is not anonymous, as people may not respond honestly (Grint, 1993). It can also lead to a focus on negative aspects, where people view it as an opportunity to bear out grudges (Experience Management, 2023).
Appraisals are a further approach to performance management. Historically these have been conducted annually with key performance indicators and development issues as the focus (Armstrong, 2020) Whilst the CIPD argues the importance of assessing and feeding back on performance, (CIPD, 2023), conversely they also stress the importance of regular conversations and continuous feedback, rather than taking the form of the annual appraisal and  notes  they should take on a more “ coaching” approach, as opposed to forced rankings and lengthy endorsements. Briner goes further, arguing that the annual appraisal is a “soul destroying ritualistic charade” (Briner, 2015).















3.2

Line managers play an important role in making consistent and effective reward decisions. However, they are often faced with obstacles. Quilliam suggests that line managers progress from operational roles and therefore often lack knowledge of reward management (Quilliam, 2023). They may struggle to make the right decisions and understand the kind of rewards and which behaviours to reward. As a result, they require support from people practitioners.

GA Pensions People Practitioners can support line managers by upskilling them on the need to make suitable and consistent reward judgments (Quilliam, 2023). The training could include the importance of adhering to legislation, performance appraisals and the need to communicate about rewards. Reward strategies are impacted by a range of legislations, equal pay, for example.  People Practitioners should therefore coach line managers on the importance of complying with equal pay legislation and maintaining equal pay. People ractitioners can also provide guidance to line managers on the significance of communicating reward practices to maintain transparency. Additionally, line managers may require skills for appraisals, such as target setting and assessing performance.

Line managers at GA Pensions should be clear regarding the expectations to make appropriate and consistent reward judgments. (Armstrong, 2020). People practitioners are required to provide guidance to line managers to enable them to make informed and objective decisions. This involves coaching them regarding the significance of making evidence-based decisions, drawn from sources such as organisational data and stakeholder concerns. People practitioners also need to ensure that line managers have a clear understanding of reward strategies and policies. As such they should provide comprehensive guidance about pay structures for various roles. Reward judgements should be applied fairly and consistently throughout the organisation. Consistent and appropriate reward decisions ensure that employees are satisfied and enhances their motivation to be more productive. (Adomdza, 2022). Conversely if rewards decisions are applied inconsistently or inappropriately, it can lead to perceptions of unfairness, decreased motivation, and a failure to attract and retain employees. 
















AC 3.3
Line managers are often responsible for making reward decisions based on organizational approaches to reward. Typically, they are involved in establishing practical approaches to reward to ensure continuing organizational performance. Key to making reward judgements is having a clear understanding of the organizations pay policies, guidelines, and reward applications. These strategies may be comprised of competency-based compensation, performance-based compensation, job evaluation processes or a combination of both (CIPD, 2023) As such, they make informed judgments on the most appropriate reward practices for the organization. Additionally, they impact organizational performance through job satisfaction. People practitioners at GA Pensions should ensure that line managers make the most suitable decisions concerning rewards to enhance employee performance. 
Line managers also make reward judgements based on reward approach by setting standards across the workforce. Line managers are uniquely positioned to interact with their team and thus they can establish clear performance standards and aims that align with organizational objectives. (CIPD, 2023). These standards are an indicator of team and individual performance. Consequently, they can measure the performance of their team and apply appropriate judgements regarding reward approaches. As such, GA Pensions should empower line managers to determine performance standards utilised to justify suitable reward packages. 
Line managers frequently assess employee performance against set goals and objectives. (CIPD, 2023). Feedback and data are collated through means such as appraisals, key performance indicators, and continuous feedback. Drawing on this information enables them to make the required reward judgments. GA Pensions should ensure that line managers are confident in respect of performance evaluation, so they can make the necessary reward judgments based on their team members' performance. 
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