Reward Management: Valuing our people
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Introduction
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We will explore how reward strategies can be designed and implemented to have a positive impact on organisational performance. You will gain understanding of the types of benefits, considerations, the role of people practice professionals and what the organisation can do to improve the current reward package. 


AC 1.1
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Reward is a broad term used to describe all provisions made to an employee as incentives which can be financial or non-financial (CIPD, 2022a). This includes things which attract, retain, and motivate people to the organisation (NHS Employers, 2020). Rewards can be extrinsic which are tangible things such as pay and bonuses or intrinsic which are psychological benefits such as feeling valued and purposeful (Hajduk, 2017).  It can be broken down into strategic reward which is based on policies and practices that support the organisation’s objectives and total reward which covers a range of aspects of work which are valued by employees including development opportunities, fair reward, flexible working and additional pay (CIPD, 2021a). Total reward has been found to be a key factor in retention (Chodyniecka et al., 2022). They suggest that the holistic employee experience is driving attraction and retention rather than monetary incentives alone. They highlight values such as respect and cultures which encourage positive working relationships as being key to retention along with growth opportunities. Recognition is also an important aspect of an organisation’s reward package (CIPD Podcast, 2015). Ensuring employees are compensated for their hours worked meets basic needs whilst other rewards such as recognition can help an employee to feel valued and reach a higher level of fulfilment within their role (Maslow, 1943). 
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West and Dawson (2012) argue that the more positive staff experience is the better performance will be for the organisation. Reward and recognition can positively influence engagement and engagement has been shown to have a positive impact on organisational performance with correlation to lower absenteeism, reduced turnover as well as improved patient satisfaction ratings (West & Dawson, 2012). Supporting this Blackhawk Network (2022) found that employees feel they will be motivated by rewards and recognition to work harder and be loyal to an employer.  
Aligning the reward package to organisational values and goals can help attract and retain a workforce that fits the organisation and develops the culture in a positive way (CIPD Podcast, 2015). Whilst aligning them can be argued to be important it can also be argued that they are interlinked. Organisational culture is concerned with employee engagement and how the organisation acts upon employee voice to make positive changes (CIPD, 2020a). This links directly with the notion that rewards and benefits packages are concerned with employee voice and the development of a package which adapts to the needs of employees such as flexible working opportunities and career development (CIPD Podcast, 2015). 









AC 1.2, 1.3, 1.4
[image: ]There are a wide range of benefits which organisations can use and many employers offer more than the minimum requirement as part of their benefits package (CIPD, 2022c). Pension contribution schemes support retirement, and the money is not easily accessed until defined time points, whereas other benefits such as bonuses allow immediate access to the money (Armstrong & Brown, 2019). Personal security benefits can be offered which include some statutory elements such as sick pay or other benefits which are not statutory such as insurance cover or healthcare provisions like private treatment or health checks (Armstrong & Brown, 2019). Employees look for different things and tailoring the benefits package to suit the individual based on demographics such as age may be worthwhile (Deloitte, 2019). Employees may value different rewards more at different milestones of their lives (Armstrong & Brown, 2019). 
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Organisations may link reward to employee performance by using performance-related pay (PRP) which links progression with an employee’s performance (CIPD, 2022b). Pre-agreed objectives are usually used to measure performance (CIPD, 2022b). When PRP was initially used to link pay to organisational objectives it was not fully effective so it has since evolved to focus on contribution or skills rather than a focus on arbitrary performance which can be difficult to measure (CIPD, 2022b). Bonuses are cash awards provided for a set behaviour and non-cash incentives can also be used to encourage performance such as meeting a sales target (CIPD, 2022d). Whilst it can be argued that PRP improves performance and supports positive culture (CIPD, 2022b). Poor financial wellbeing can impact performance negatively (Cotton, Marriott & Perkins, 2022b). This traditional PRP approach may be counter intuitive and benefit from viewing employees holistically. It could be argued that organisations need to ensure that PRP is used correctly in line with the business strategy, and resources are not spread too thinly or overemphasising individual targets which may result in unethical sales (Deloitte, 2010). 
Performance and productivity concern how well an employee carries out their role through the application of their skills, knowledge and experiencing and the subsequent way in which the business succeeds in its goals (Ahmetaj & Daly, 2018). To measure performance, the criteria would need to be agreed and given the complex nature of behaviour and skill measurement it can be argued that this is difficult (Armstrong & Brown, 2019). Measuring skill or competencies in isolation may not result in successful execution of a desired task or target so linking reward to these may not be beneficial (Armstrong & Brown, 2019). Other measurements include skill-based pay or contribution- related pay but selecting which to use depends on each scenario such as if skills are easily measured (Armstrong & Brown, 2019).
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Whilst strategic reward focuses on self-determination of systems, there are external factors to the business which can impact reward (Armstrong & Brown., 2019) Organisational structure can be altered to modify performance (Donaldson, 2015). The labour market impacts reward as organisations compete for talent within different sectors and skill levels (Armstrong & Brown, 2019). Currently, with inflation rising it is predicted that pay awards will rise and with recruitment challenges post-covid employers have responded by raising pay, being flexible to employee needs and upskilling (CIPD, 2021c). Several sectors are experiencing difficulties with recruitment and have hard-to-fill vacancies which is resulting in increased incentives which include non-monetary benefits such as wellbeing packages (CIPD, 2021c). Other external factors include legislation which dictates minimum requirements such as holiday leave (ACAS, 2021b) and the minimum wage (UK Government, 2022). 
Internal factors include the value a role has to an organisation including skill level required for the role and its impact on the organisation (Armstrong & Brown., 2019). The person also has a value to the organisation which is derived from their contribution, skills, and experience (Armstrong & Brown., 2019). Job evaluation means that there is further impact on the approach to reward from these internal factors as whilst striving to reach internal equity and provide equal pay for equal work, jobs are evaluated to ensure that similar roles or skills are paid equitably (Armstrong & Brown., 2019). 
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Developing a rewards strategy which focuses on the strategic element of rewards involves ensuring that policies align with the organisational goals (CIPD, 2021a). Whilst this is considered necessary for rewards to be successful it has been found that several organisations have an alignment gap (Roy, Hauptmann, & Van Durme., 2019). Strategies should include a proposal, rational for the case, guiding principles of the strategy and an implementation plan (Armstrong & Brown, 2019). Felt-fair principle means that employees need to be paid enough for their role so that they feel that the basic need is met (Hajduk., 2017), to ensure that they can then be motivated by autonomy, mastery and purpose (Pink, 2010). Decisions surrounding pay and monetary reward should be fair and consistent (Cotton, Marriott, & Perkins., 2022b). Organisational Development professionals should seek to ensure that people are rewarded in a way which recognises and values their contribution (CIPD, 2020c). 
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Since the pandemic there has been increased focus on how employees are treated (CIPD, 2022e). Cost of living is also an economic factor for businesses to consider whilst also balancing their employee needs with the economic pressures (CIPD, 2022e). Several workers in the UK have been considering and acting upon changes in careers post-pandemic and this has significant cost implications for employers (Brignall., 2021).  
Organisations need to understand what attracts employees to change their approach and retain staff in the competitive market (De Smet, Dowling, Mugayar-Baldocchi, & Schaninger., 2021). Research has shown that employees value relational factors but organisations narrowly focus predominantly on transactional factors (De Smet et al., 2021). Organisational culture should be assessed to see if it has any weaknesses as these could be magnified as employees reflect post-pandemic (De Smet et al., 2021). Whilst remote working enables flexibility and supports family life, there is still a basic human need for connectivity and to feel unity within the team (De Smet et al., 2021). The financial wellbeing of workers and what an organisation can do to support positive financial wellbeing is also of growing importance (CIPD, 2021d). 

[image: ]
Benchmarking can be used to external competitiveness and check that it is internally consistent and equitable (Armstrong & Brown, 2019). It can form part of the continuous cycle when reviewing, measuring, evaluating, developing and implementing reward packages (Armstrong & Brown, 2019). Evidence-based management can use sources such as practitioner expertise, local context evidence, research evidence and perspectives of key stakeholders (Armstrong & Brown, 2019). Market rate surveys can be used to benchmark jobs against what the typical pay and rewards are in other organisations (Armstrong & Brown, 2019). This can be useful to ensure pay is competitive and inform design of pay structures but for it to be reliable effort must be made to factor in considerations such as timing or specific elements of a role (Armstrong & brown, 2019). Whilst benchmarking data can be useful, organisations must remember there are risks such as the data not being accurate which can lead to miscalculated budgets or amendments (Armstrong & Brown, 2019). 
There are a range of benchmarking sources which can be used (Armstrong & Brown, 2019). Online data is readily available but may not be as informative and sources must be checked for reputability (Armstrong & Brown, 2019). National surveys are published such as the Census data from the ONS (2022), which is readily available and is published by a reputable organisation and has been analysed by experts. However, they can become out of data quickly and may not be precisely linked to specific job roles (Armstrong & Brown, 2019). Journals can provide readily accessible information but may not contain specific information on pay for specific roles (Armstrong & Brown, 2019). Organisations can also learn from job advertisements which are readily accessible and highly visible due to marketing (Armstrong & Brown, 2019). An issue with job adverts as a benchmark is that whilst in the public sector they might be quite specific and easier to job match, they can be imprecise for the private sector and pay information may not be disclosed or may be misleading (Armstrong & Brown, 2019). 
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Pay structures link related jobs within a hierarchy in ordered to provide a framework in implement rewards on and ensure that reward provision is equal for similar roles which negates the risk of pay discrimination (CIPD, 2022f). Pay progressions are how individuals move to higher levels of pay within the grade the role has been assessed to be in (CIPD, 2021f). Job evaluation can be used to support equal pay within an organisation by measuring the skills, responsibilities and effort that are required for a job and allocating a suitable pay band for this level of work (NHS Employers, 2021a). Non-analytical schemes such as ranking jobs on their importance can also be used when job evaluating (CIPD, 2021e). 
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There are differences between reward trends depending on sector and occupational class (CIPD, 2022e). The highest pay can be found in the finance and insurance industry and lowest pay in the accommodation and food service industry (ONS, 2022). Earnings in the Health and Social care industry are 47% lower than in the finance and insurance industry but 46.2% higher than in the lowest paying industry. The largest changes in the number of employees on payroll can be seen in the accommodation and food service industry, with the lowest change in finance and insurance industry (ONS, 2022). 
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There are regional differences in median pay (ONS, 2022). Analysing the data from the 2021 Census (ONS, 2022), the highest median monthly earnings can be found in London and the lowest in Yorkshire and The Humber with a 25% difference. The median pay in Wales is the 4th lowest. Analysing pay in Wales based on the regions in the Census there are regional differences in median pay within Wales (ONS, 2022). The lowest median monthly pay in Wales is £1837 in Powys and the highest is £2049 in Monmouthshire and Newport which is a 10.33% difference in median monthly earnings. Median monthly earnings within South-West Wales, which is the area which Hywel Dda University Health Board (HDdUHB) operates in, are the 4th lowest within Wales at £1848 which is 9.81% lower than the highest median monthly pay in Wales and 0.6% higher than the lowest median pay in Wales. 
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Legislation has been put in place to protect workers and companies must ensure that their reward practices are in line with these. In the UK it is a legal requirement that people should receive equal pay for equal work which means they have a similar skill, responsibility or effort level or be of equal value (ACAS, 2021c). Equal pay is covered by the Equality Act (2010) which lays out that people should not be discriminated against for their protected characteristics such as age, disability, gender, marital status, race, religion or belief or sexual orientation (UK Government, 2010). This is applicable to all aspects of pay terms and conditions including benefits such as sick pay, redundancy, pensions and annual leave as well as basic salary (ACAS, 2021c). People must be paid a minimum hourly rate based on their age or if they are an apprentice (UK Government, 2022). 48 hours is the maximum hours that should be expected of an employee to work within a week although they can agree to work more hours (ACAS, 2021e). Employees are legally entitled to a unpaid rest break of at least 20 minutes if they work more than 6 hours in a day (ACAS, 2021f). There should also be a period of at least 11 hours’ rest between finishing work and starting work the next day or an employer should take steps to provide rest to the employee of this is not possible (ACAS, 2021f). Statutory sick pay is a legal requirement which must be paid to employees and workers if they are off work sick for at least four days in a row and they usually earn at least £123 a week (ACAS, 2021a). Employees are also entitled to annual leave of 20 days plus 8 bank holidays which can be adjusted pro rata for part time or zero-hour contract workers to reflect what they have worked (ACAS, 2021b).
Organisations with more than 250 employees must report their data on the gender pay gap which is the average difference between the earnings of male and female employees (ACAS, 2021d). Organisations that are classed as small businesses and therefore not required to publish gender pay gap data would still benefit from analysing their data to gain insight into the equality within their organisation (Chwarae Teg, 2022). Since 2019 companies have also been required to report CEO pay ratios (CIPP, 2018). 


AC 1.5
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Extrinsic and intrinsic rewards need to be carefully applied to complement each other rather than overuse of extrinsic rewards as has been the historic approach (Hajduk., 2017). Hajduk (2017) argues that there needs to be a cultural shift away from extrinsic rewards such as bonuses to align with the change in job roles to better motivate the workforce. Extrinsic rewards can be detrimental as they diminish autonomy and organisations should seek to intrinsically motivate people instead through autonomy, mastery and purpose (Pink, 2010). Supporting this argument, whilst benefits can appeal to different generations a recent study has found that young people may be more interested in feeling valued and respected by their manager than having fun benefits such as free beer or ball pits (Reynolds, 2021). People that feel respected and valued by colleagues and managers have higher levels of resilience and are better equipped to deal with challenges (Reynolds, 2021). As motivation hygiene theory suggests, pay and other extrinsic parts of a rewards package can be seen as hygiene factors which can satisfy someone if met or dissatisfy them if unmet and the intrinsic parts of a rewards package can be argued to be the motivators (Psyno, date unknown). 
Measuring the valued added by rewards can help to assess whether they are effective (CIPD, 2018). The effectiveness of a reward strategy can be measured through a range of assessment areas which include Productivity, performance and cost, financial rewards, employment statistics and employee satisfaction (Armstrong & Brown, 2019). Surveys can be used to gain employee voice on satisfaction and assess trends in engagement (Armstrong & Brown, 2019). Business intelligence can be used to assess statistics such as turnover, absence, and retention rates (Armstrong & Brown, 2019). Other measures such as valued added per employee or trends in performance appraisals can be used to assess productivity, performance and reward cost (Armstrong & Brown, 2019). From this range of measures an organisation can alter its rewards to have a greater impact on the performance of the organisation (Armstrong & Brown, 2019). 



AC 3.1, 3.3
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Performance reviews can be used as part of performance management to identify improvement areas and develop a plan to reach this goal which can be aligned to bonuses or progression (CIPD, 2020b). Some organisations have changed the way they carry out performance management (Gifford, 2017). There is movement towards more continuous, regular appraisals than the historic annual review (Gifford, 2017). Annual reviews can be seen as not effective as the gap between them is too long for the information to be relevant or appropriate (CIPD, 2020b). Strength-based approach can be useful in developing people by understanding what the individual has done well and how their contribution can be expanded upon (Gifford, 2017). This approach avoids the tendency to focus on negatives and shifts the focus on to what is being done well and how to build on this (CIPD, 2020b). Appraisals can be a positive experience for the employee as they can think critically about their performance and receive praise for their manager (Taylor, 2017). However, they can be perceived as a box ticking exercise (Taylor, 2017). If the relationship between the line manager and employee is good then the value of the appraisal is questionable as they would regularly have these informal discussions anyway (Taylor, 2017). Organisations that force distribution of performance can be quite damaging, especially when linked to reward, as employees may feel they can never be awarded what they have truly achieved which may demotivate them (Taylor, 2017). Performance reviews whether annual or regular require the line manager to have developed feedback skills such as asking good questions, active listening and providing constructive feedback (CIPD, 2020b). Whilst setting goals is an essential part of the process it needs to be done well to be effective which includes ensuring targets are clear and specific (CIPD, 2016).
360 feedback can help to gain constructive feedback from a wider group of people rather than from a line manager alone as they may not witness the individual carrying out all duties, but for them to be effective employees must feel the content will be fair, trustworthy and free from bias (CIPD, 2020b). To support effective 360 feedback employers can brief people on the aims and objectives and clearly explain the process (CIPD, 2020b). 
Coaching and mentoring can be used to support development (CIPD, 2021g). Mentoring draws on the knowledge of a more experienced colleague to support an inexperienced colleague whilst coaching aims to develop skills and specific goals aimed at improving performance (CIPD, 2021g). 

AC 3.2
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Line managers require training to support them to be a supportive line manager (CIPD, 2022e). People professionals should provide access to the right training and development for line managers to ensure that they are promoting a culture of lifelong learning and that there is clear guidance on the pay structure and what is expected from their role (CIPD, 2022e). Line managers also need to be encouraged to take responsibility for rewarding and motivating their workforce (CIPD, 2022g). People practice professionals could ensure that line managers are supported and developed to discuss financial wellbeing with staff, identify where financial distress is an issue and signpost staff to suitable support (CIPD, 2022e). Whilst this is a current priority issue given inflation and the energy crisis (Royal College of Nursing, 2022), CIPD (2022e) found that only 17% of respondents support line managers to do this confidently. This could be done through toolkits and developing skills to talk about sensitive issues as well as developing their relationship building skills to ensure they build rapport with the staff member so that they are trusted and feel that it is a non-judgemental space (CIPD, 2022e). 
People professionals should ensure that the appropriate technology is invested in for the systems to be in place to effectively capture, analyse and report on data to ensure rewards are fair (CIPD, 2022e). Ensuring that pay decisions are fair can support staff motivation CIPD, 2022e). People practice professionals can review pay structures, benefits packages and bonuses for fairness and to ensure that it is in line with current legislation (CIPD, 2022e). As well as gaining employee voice and ensuring clear communication with employees (CIPD, 2022e). 
The focus of the role has shifted from extrinsic rewards to better using intrinsic motivation to motivate and retain the workforce (Hajduk, 2017) as financial incentives can reduce intrinsic motivation if overused or unfair (CIPD, 2022g). This includes a greater focus on recognition (CIPD, 2022g). There is also more focus on ensuring the fairness of performance management and accessibility of rewards not being exclusively for certain staff groups or highest performers (CIPD, 2022e). 

AC 2.3
[image: ]HDdUHB could apply rewards practices to enhance current provisions. As a public body, the pay of employees is set by the annual pay scales in the agenda for change (NHS Employers, 2021b) and the job evaluation process is used to sort jobs fairly into a suitable pay grade (NHS Employers, 2021a). 
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Analysing data from our exit interviews (HDdUHB, 2022b), the top reasons for leaving included other reasons, work life balance and conflict. Feedback collected suggests that recognition is not consistently provided to motivate staff (HDdUHB, 2022b). 
An internal report has found that staff value simple appreciation such as being thanked for their efforts (HDdUHB, 2021). The survey suggested that stuff feel empowered when they feel valued by colleagues across roles and responsibility levels as it builds confidence and self-esteem (HDdUHB, 2021).
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To develop a culture of recognition which would enhance staff motivation and feeling valued (Deloitte, 2019) in line with the internal report (HDdUHB, 2021), HDdUHB could focus on developing local recognition mechanisms which promote staff to thank colleagues at all levels across the organisation. Research into other NHS Health Boards shows that they have implemented a Great-ix system which enables employees to quickly thank each other for their effort or clinical performance. HDdHUB should develop a recognition mechanism like this to promote a culture of recognition aligned to its core values.










Summary
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Employee interests evolve and benefits packages must adapt to meet these diverse needs (Investors in People, 2022) in order to support organisational performance, attraction and retention of employees (Armstrong & Brown, 2019). There are a range of things People Practice Professionals can do to support the design and implementation of reward strategies including ensuring that performance management is carried out in an effective way. 
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                                                                                                                                                                                                                                                                                                                                                                                            What is meant by reward • Rewards help to attract, retain and  motivate employees (NHS Employers,  2020). • They can be financial or non - financial  (CIPD, 2022a). • The Hierarchy of needs illustrates that  people need to have a range of needs  met to feel fulfilled (Maslow, 1943).      
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                                                                                                                                                                                                                                                                                                                                                                                       How reward strategies can be  implemented     Alignment with  organisational  goals  (CIPD,2021a).  Felt - fair  principle  (Hajduk.,  2017).  Intrinsic  motivation  (Pink,  2010).   
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                                                                                                                                                                                                                                                                                                                                                                                            Reward: the business context       (Hywel Dda University Health Board,  2022a).
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                                                                                                                                                                                                                                                                                                                                                                                            Applying Insight and Benchmarking • (Armstrong & Brown, 2019).       • Evidence - based management • Market rate surveys • Reliable and accurate data sources ( Armstrong & Brown, 2019).
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                                                                                                                                                                                                                                                                                                                                                                                            Legislation considerations There is legislation in place to protect workers which must be considered when designing a  benefits package. • Equal  Pay (ACAS, 2021c). • Minimum  Wage (UK Government, 2022). • Working  Hours (ACAS, 2021f). • Annual  Leave (ACAS, 2021b). • Sick  Pay (ACAS, 2021a). • Reporting Requirements  (ACAS, 2021d).      
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image31.png
G IG Bwrdd lechyd Prifysgol

Performance management QP NS o o

Regular
appraisals

Suitable
focus

Coaching

360
feedback

(CIPD, 2020b; Gifford, 2017; Taylor 2017).




image32.svg
                                                                                                                                                                                                                                                                                                                                                                                       Performance management     Regular  appraisals  Suitable  focus  360  feedback  Coaching  Mentoring  (CIPD, 2020b; Gifford, 2017; Taylor 2017).
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                                                                                                                                                                                                                                                                                                                                                                                            What this means for us ( HDdUHB , 2022b).         “Senior managers provided  recognition for  achievement” 36% of respondent s  “The health board valued  my work” 52% of respondents
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                                                                                                                                                                                                                                                                                                                                                                                       Summary     Review   Design   Implement   Support   Reflect  • Benefits must continually be adapted. • People Practice Professionals must  support the  organisation to review, design  and implement reward strategies. • Line managers must be supported to  apply the reward systems correctly.
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