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Task 1 (2600, 325 each) 
 
Introduction
 
The purpose of this report is to explore and present information to GA Pensions with regards to reward for performance and contribution. A variety of reward options are discussed, and we explore how they can be applied within the organisation. As part of the report, different reward approaches will be explained with an explanation of how they might influence the employees' psychological factors as well as the organisation's operational factors. Our report concludes with a discussion of how the people professionals support the line managers with reward decisions.  
 
1.   Evaluate the principles of reward and its importance to organisational culture and performance management. (AC 1.1) 
  
Reward refers to the full package which includes financial and non-financial rewards, not just the pay-packet that an organisation offers its employees. The CIPD (2021) states that reward includes the salary, which is the fixed pay that employees are guaranteed in exchange for their work over a set amount of time. In a financial aspect, rewards can also be categorised as bonuses, overtime payments and pension contributions. Non-financial aspects of reward can be viewed as flexible working, work life balance and paid leave (CIPD, 2021). 
 
Reward strategies are used to maintain a balance between the needs of both the employer and employee. In order to maintain the balance of retaining talented employees and attracting new talent to the organisation whilst offering market-competitive wages, rewards should be in line with the culture and remain relative to the external market environment. (CIPD, 2023b). It’s key for organisations to be transparent about the reward packages they offer to drive motivation.  When employees are made aware of their reward schemes which requires effective communication within an organisation, they know what they’re working towards. All individuals are different and therefore employees have different motivators at different times in their careers hence the importance of different reward options to include financial and non-financial rewards to motivate everyone (CIPD, 2022a). The rewards often have short-term and long-term goals linked directly to them which means there’s a benefit of achieving the goals for both the employee and employer. 
 
A reward strategy for any business contributes to fostering and developing a high-performance culture (CIPD, 2021). Customer satisfaction and sales are improved by a high level of insolvent, consistency, adaptability and transparency within an organisations culture (Pontefract, 2017). Reward can be used as a form of motivation and can have a positive effect on the productivity of its colleagues. When an organisation rewards successfully this can demonstrate employee appreciation which has a positive impact on productivity, in turn, boosting the success of the business (Chown, 2023).  
  
It’s vital to ensure the reward packages within an organisation adhere to the principal of equity. Organisations must be consistent and treat all employees fairly. This will also drive improved performance, further driving organisations forward (CIPD, 2021). 
 
 
2.   Explain how policy initiatives and practices are implemented. (AC 1.2) 
 
Reward policies should be implemented to have a positive influence on employees’ performance, and they play a crucial part in driving the overall organisation’s performance (Fatima, 2021). Organisations should continuously review the external labour market to ensure they maintain competitiveness to retain their talented employees. The compensation structure should be reviewed, and a framework used dependent on the external market (Allen, 2018).  
 
Employees pay rises are a key initiative, to ensure these are fair and within the budget allocation a performance-based strategy is often used. The employee's performance over an agreed amount of time would be evaluated and reviewed within the organisation's budget whilst also considering what the external market labour looks like at that moment (CIPD, 2022d).  
  
For reward policies to be successful, they must be what the employees will be driven and motivated by. That is why communication with employees to understand their feedback and perspective on the reward packages is very important (Caburn Hope, 2020). 
  
3.   Explain how people and organisational performance can impact on the approach to reward. (AC 1.3) 
 
The underlying reason for a competitive reward package is to be able to retain and attract talented employees to provide a service for the organisation. Traditionally, the most effective form of reward to retain and attract talent was the financial reward the organisations were offering (CIPD, 2023b). Financial reward refers to the annual salary negotiated, bonuses and the ability to secure pay rises (Donoghue, 2023). In recent years, non-financial rewards are just as important with employees prioritising a work-life balance and not just being satisfied with their pay-check (Wickens, 2022). 
 
Maslow’s Hierarchy of needs hypothesis sets out that all employees are motivated in different ways and are influenced by the nature of the workplace. Employees that are in the lower stage and need their psychological needs met are likely to be more satisfied with a financial incentive however when you move to the self-actualisation stage, the financial reward is less likely to be as motivating to these employees (Herrity, 2022).  
 
The labour market at any point in time also impacts the desired reward package. As the labour market continues to evolve, so will the reward strategy that is in place. When the economic environment isn’t at its strongest, employees will value job security, the compensation they receive, and they will review the full reward offer by an organisation (Cave, 2022).  However, when there is a high demand for a specific job role or industry and there is limited supply, strategies are adapted to be able to meet the needs of the current employees or external talent (SHRM, 2019). 
  
Covid-19 as an example forced organisations to think outside the box on how they would compete to retain and attract skill sets that were in high demand but short supply. The logistics industry witnessed this with the need for lorry drivers after the knock-on effect of Brexit (Lavri, 2023).  
  
4.   Compare two different types of benefits offered by organisations and the merits of each. (AC 1.4) 
  
Profit sharing is considered an attractive benefit as the employees will benefit from the work they put into the organisation. The organisations have the ability here to motivate their employees with the organisation's objectives as they will benefit financially from them if achieved (CIPD, 2022e). Profit sharing is linked to increased organisational success as well as enhanced productivity from the employees. 
  
Another benefit that can be used is performance-related pay. This benefit means that the employees are compensated based on their individual performance and their output against the objectives. This benefit allows employees to stay motivated as they are rewarded for their performance in turn resulting in retention and a positive impact on the organisation's overall performance.  
 
https://hbr.org/2017/02/the-most-desirable-employee-benefits 
  
https://www.indeed.com/career-advice/career-development/why-are-employee-benefits-important 
  
5.   Assess the contribution of extrinsic and intrinsic rewards to improving employee contribution and sustained organisational performance. (AC 1.5) 
  
Extrinsic rewards refer to tangible rewards that are offered to employees that are often underpinned financially dependent on their duties within an organisation (Hajduk, 2017). These rewards can increase employee satisfaction and contribute to an organisation’s sustainable performance. These rewards are what is done to or for them to motivate them. This can include increased pay, promotion and bonuses. Extrinsic rewards are used to motivate employees for an enhanced performance as they are rewards that follow immediate participation (The Economic Times, 2019). The employer controls these rewards and employees feel appreciated by them which drives motivation to continue delivering.  The downside to these is over the long term, they can have little effect if the rewards themselves don’t progress. As an example, when employees have a pay bracket that they can increase their salary within, they will keep aiming for the increase until the band maximum is met. After that, if their salary isn’t elevated further, it is unlikely that the employee will continue to be as motivated and therefore the organisation may see a plateau in the employees' and therefore the organisation's performance (Indeed, 2022a).  
  
On the other hand, intrinsic rewards are often referred to as internal and psychological rewards. The employees have pride for the work they are doing and value the personal growth that comes with what they are doing (Bravo, 2019). The motivation comes from the work itself; employees are interested in the work they are completing; they find it challenging and important. Intrinsic motivation offers employees opportunities for growth. These rewards are dependent on the employees’ efforts and abilities (Indeed, 2022b). Whereas extrinsic rewards are largely linked to the overall organisation’s performance, intrinsic rewards are influenced greatly by the individual employee's performance which increases employee engagement and employees are often driven to improve their own and the organisation's performance (Bravo, 2019). The organisation will develop these rewards by encouraging the employee to be innovative, a critical thinker and to improvise. These types of rewards motivate the employees to work hard, and their contribution will be to an emotional reaction and attachment (Manzoor et al, 2021). 
  
The best reward package that can be designed is a combination of both extrinsic and intrinsic rewards as together they have the ability of fostering employee engagement, their satisfaction and the delivery of high performance (CIPD, 2015).  
  
6.   Assess the business context of the reward environment. (AC 2.1) 
   
Reward management takes place within the internal and external environment and with the business world constantly changing the organisations must stay current (CIPD, 2018). The factors include economical changes as well as sociological and technological developments. 
 
When referring to economic factors, if the economy isn’t in a strong place, it is likely to influence the organisation's revenue. As with economic changes, the pay structure is comparable to it and depicts the economic structure. When the labour market is tight this creates a high amount of competition for employees. Increasing reward packages including base pay will assist in attracting and retaining talent (CIPD, 2022f).  
 
Sociological factors also have an impact on reward including cultural expectations, the population growth and age distribution. Organisations can consider reviewing markets in different parts of the world in order to expand and be more competitive. When hiring employees in different locations, the expectation of reward will be different and in some locations reward packages aren’t distributed equally (CIPD, 2023c). The pay organisations offer will also be impacted when exploring age distribution as the age of employees determine the national minimum wage that must be paid (GOV.UK, 2023). 
  
7.   Evaluate the most appropriate ways in which benchmarking data can be gathered and measured to develop insight. (AC 2.2)  
  
Benchmarking includes collecting data and analysing it in order to provide information that is insightful and will be used to assist the decision-making process of an organisation. Benchmarking data is used to support people professionals with evidence-based decisions. Payroll data is one of the most important pieces of data. This refers to all financial benefits including salary, bonuses, leave entitlement and any other form of payment that is linked to the payment process (Turner, 2018). This data allows the organisation to understand their reward strategy and with it they can make insightful decisions. Payroll data can be used to compare the spend with the overall business performance (Natural HR, 2020). 
 
Unemployment data which refers to the number of individuals that are unemployed which is relevant to a specific industry in which the organisation operates is also used as benchmarking data (ONS, 2019). This information is used as it identifies the supply of labour which is available for that specific field. When the supply of labour is low, organisations must reward their employees well to retain and attract talented or skilled employees whereas when there is a an increase number of people in the talent pool for a specific field, rewards can be reduced as there will be a number of unemployed individuals available to fulfil the workload (George, 2022). 
  
  
8.   Explain how organisations use insight to develop reward packages and approaches. (AC 2.3)  
 
Organisations use benchmarking data from the current labour market to develop their reward packages. Benchmarking data allows organisations to understand the conditions within the labour market of which it operates, the organisations can then develop rewards that are relevant, desired and appropriate to the relevant labour market (Northup, 2023). To ensure the reward packages that are designed are fair it is critical to evaluate the roles, pay structure and to ensure the roles are at the correct level (CIPD, 2023c). 
 
The size and relative value of every role must be considered when evaluating jobs which allows the organisation to determine the reward offered to the different roles. The roles should be ranked with a salary band associated with every opportunity within the business (CIPD, 2022c). The overall size of the role will determine where it sits within the ranking which will in turn determine the salary band and therefore the colleague's personal salary. This process will ensure pay is fair dependent on the employee's skills and knowledge (CIPD, 2022c). 
 
Pay structures are also an important consideration to ensure pay discrimination doesn’t happen and that the employees are clear in the pay rise process by aligning them with the organisation's objectives (Nagele-Piazza, 2020). The pay grades will be based on the role within the organisation and where it sits within the hierarchy. 
 
Roles must be levelled correctly in order to define them based on the duties and responsibilities employees will hold. The levels set out clear hierarchical levels and therefore career paths for employees. The levelling of roles will ensure the organisation remains consistent across the board with its reward packages (Herrity, 2023).   
  
Task 2 (1300, 325 each) 
  
1.	Explain the legislative requirements that impact reward practice. (AC 2.4) 
  
Reward practices are governed by legal requirements that are employee focused to protect the welfare of employees. This is particularly important to ensure exploitation doesn’t happen (Clark, 2015).  
  
The Equality Act 2010 sets out that organisations must compensate employees equally when working within similar roles, this enhances equality within organisations and employees feel motivated as they are appreciated in the same way by their reward package (CIPD, 2022b). It also ensures that employees are not discriminated against. Employers must not offer terms and conditions that are less favourable to anyone with a protected characteristic (ACAS, 2023). The Equality Act sets out equal pay between males and females and organisations must ensure that pay is fair to the employees that do similar work or work of equal value. These terms refer to the full packages offered including pay, pensions and holiday pay (CIPD, 2022b). Rewards can be offered in different packages but only when it can be identified that there is a clear difference between the skills and qualifications for the particular roles (ACAS, 2023). 
 
The 1998 National Minimum Wage Act is another legislative requirement that sets out a minimum wage that must be paid per hour depending on the employee’s age (GOV.UK, 2023). This legislation is designed to ensure that employees can live on their salary within the current economy. National minimum wage is broken down into different age categories and must be followed to be legal. The current rates are broken down as follows: 
 
Apprentice: £5.28 
Under 18: £5.28 
18-20: £7.49 
21-22: £10.18 
23 and over: £10.42 
(GOV.UK, 2023). 
 
The National Minimum Wage is designed to ensure employees within the age categories can meet their financial needs. Pay can always be above the rate but never below it as that will be breaking the law and will also cause a barrier with attracting and retaining talent (GOV.UK, 2023). 
 
For organisations that employ more than 250 employees within the UK, The Companies Miscellaneous Reporting Regulations 2018 sets out that they must report on their full-time employees remuneration as well as the CEO’s (GOV.UK, 2018). The smaller the ratio the more an organisation can demonstrate that they are committed to equity and fairness within the business.  
  
2.   Assess different approaches to performance management. (AC 3.1) 
   
Performance management allows organisations to establish their objectives and improve their performance whilst holding employees accountable to enhance the organisation's performance whilst maximising the value employees contribute (Gifford, 2022a).  
  
Performance review meetings is one approach where leaders will meet with their direct reports to assess their current performance with regards to their own goals and objectives. These meetings are used to measure the performance that is being delivered and to understand what the agreed actions are to achieve the organisation's objectives (Cespedes, 2022). These meetings boost motivation when employees are performing, and they support line managers in identifying skill gaps within their teams. The downside is that employees that fail to meet the objective find them demoralising. They are also time consuming to prepare for and take time during the meeting (Rogelberg, 2022).  
 
Another approach to performance management is 360 feedback which allows line managers to carry out appraisals based on collated and evaluated feedback from multiple sources including peers, managers and customers (Gifford, 2022b). 360 feedback is often used through self-assessment and peer assessment. The feedback provided allows the employee to develop their skills as well as improve their performance which supports them in developing their career plan (Indeed, n.d). Open feedback is also important to develop relationships amongst their peers. However, the downside of 360 feedback is it’s time consuming to gather the feedback and some employees will only focus on the negative feedback which can impact their confidence rather than viewing the full picture (Ahmad Bani Khalid, 2022). 
  
3.	Review the role of people practice in supporting line managers to make consistent and appropriate reward judgements. (AC 3.2) 
  
The people professionals support the line managers by ensuring they have the right tools to do their roles and that they're trained to use them. The people professionals will train the line managers to ensure they use the tools fairly and consistently whilst remaining transparent about their approach (CIPD, 2023a). Line managers responsibilities include the management of their direct reports within the day to day of people management, their employee’s development and the operational management of cost (CIPD, 2023a). The People Professionals within an organisation will support line managers to ensure their decision making is consistent across the board. It’s important for them to ensure that the employees are compensated without favouritism and in an impartial manner (Ahmad Bani Khalid, 2022). 
 
People professionals within an organisation will guide the line managers to ensure fairness and equality across the organisation, they will lean in to ensure discrimination is not happening and line managers are avoiding bias (ACAS, 2021). The people professionals will provide reward data which is used as insight whilst upskilling the managers on what extrinsic and intrinsic rewards are being offered in the external market. These will include remote working and development opportunities (CIPD, 2015). It’s important here to empower the line managers to own their people and the process whilst maintaining clear communication.  
 
For rewards to be distributed fairly, they must be distributed based on the output that has been received. It’s important the people professionals have ensured the line managers understand the organisation’s overall strategy (Ahmad Bani Khalid, 2022). 
    
4.	Explain how line managers make reward judgements based on organisational approaches to reward. (AC 3.3)  
  
Line managers are often actively involved in determining the reward approaches to ensure the organisation's performance is delivered. Line managers will use the organisation's policies and guidelines to make reward decisions (Ahmad Bani Khalid, 2022). Options include using performance-based compensation benefits and competency-based compensation or a combination of both. The line managers and the rewards themselves will then influence the employee’s performance based on their job satisfaction (CIPD, 2022d). The reward decision should be used effectively to increase their team’s performance further.  
  
Line managers should ensure they have quality time with their employees to ensure they understand what the expected performance standards are and what their individual objectives are which align with the overall objectives for the organisation. These objectives are then used as a measure of the employee and their team’s performance which supports in the decision-making process of reward approaches (Gifford, 2022a). 
  
Data and feedback can also be used to evaluate their employee’s performance against the objective measures. This information can be gathered by the key performance indicators (KPI’s), performance appraisals and feedback conversations (Mind Tools, n.d). Using the above approaches allows line managers to evaluate their reward judgement for their team based on the performance that has been delivered.  
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