Reward for Performance and Contribution - Unit 5HR03
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Explain what is meant by Reward and the importance to organisational culture 1.1 
1.1
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The focus on reward has increased in recent years due to competition, demand for skills and a call for a more fair, transparent and consistent approach to recognising performance.  Exposure to how various organisations approach reward has highlighted how important it is to ensure the most appropriate strategies and tools are implemented to inspire, motivate and reward employees.  
To explore reward in relation to organisations culture, it is key to review the external environmental forces that influence our sector.  These are split into three areas:
International i.e. increasing competition, demand for flexibility, access to global talent, increased diversity and financial pressures.
National i.e. National Min Wage, changes to industry, demand for skills, inflation and spotlight on equality of pay.  
Corporate i.e. culture of organisation/sector, sensitivity of workforce, expectations and environmental factors.
These factors will impact how reward structures are proposed, who they will affect and what the outputs will be.  
Rewards can be intrinsic (sense of satisfaction from work and opportunity for progression) or extrinsic (pay and benefits such as a corporate car and health insurance) and, depending on the sector and structure, it is recommended that a combination of both are utilised to motivate staff to achieve set goals.  
Reward can be used to motivate and satisfy individuals, shape the organisational culture and support recruitment and retention strategies.  

Compare the different types of benefits, how organisational performance can impact the approach to reward and how they can be implemented. 1.2, 1.3, 1.4 
1.2 
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Various benefits exist therefore to determine which is best suited to the employees and organisation, research is recommended and employee consultation will help determine motivations and ascertain what will make the most impact.  
Involvement in the reward strategy process will likely have a greater impact than imposition of what is perceived to be valued, as people not only get to explicitly state what drives them – but the act of being invited to contribute is also a mark of respect and value to employees.  
“Employee benefits offer a way to attract and keep people, contribute towards improving wellbeing and encourage required behaviours, achievements, values and skills.”  (CIPD, 2021)
Benefits have transitioned from pure ‘paternalism’ to a flexible, individualistic approach allowing for tailored solutions depending on personal ‘drivers’.
To ensure rewards and benefits have the desired effect on organisational performance, it is recommended that individuals feel the outcomes represent what is fair and equitable.  This is not only a challenge internally as external competitiveness adds another layer of complexity.
Line managers have a key role in reward strategies.  
“Line managers are the individuals who have most contact with employees and are normally responsible for making pay decisions within the frameworks set out by HR professionals.” (Armstrong & Taylor, 2014)
They should be trained in reward management and required to act fairly, honestly and consistently.  They not only play their part in the management of the process but also form an element of ‘intrinsic reward’ – the relationships they create and leadership they provide can be inspirational and make individuals feel valued.  
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1.3 
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People and organisation performance will significantly impact the approach to reward strategies for several reasons.  If involved in the determination of reward structure, employees are likely to communicate key motivators effectively.  Defining desired outcomes of rewards is essentially guided by expected level of performance (i.e. working extended hours, increasing productivity, retaining talent or training).
Performance measures are based upon where improvements are required by individuals or teams.  These should be clear, understood and bought into by employees.  If they feel the expectations are unachievable, they will be disengaged and disheartened.  We risk losing employees to competitors, or ongoing underperformance management.  
Depending on where improvements need to be made, consideration must be given to the impact on the organisation.  One area may be underperforming and given targets plus opportunities for reward to rebalance performance, however, this may negatively impact other areas of business.  Fairness and equity must be considered to ensure that accelerating one area through incentives does not sabotage morale and sense of value in others.    
We should also consider what methods of motivation the team has experienced previously, what they related to and whether these rewards were successful in generating desired response/outcome.  
Depending on sector – individuals’ skills will certainly impact the approach to reward.  If operating in a competitive market where talent and skills are rare, the approach should be tactical, sensitive and appropriate to ensure no risk of losing staff to competition. 
Environment, capabilities and capacity will also impact reward structure – i.e. those operating in high risk environments should not be exposed to work for long hours i.e. high temperatures, chemical exposure, radiation therefore reward for overtime may be inappropriate or even illegal to implement.  
The financial stability of the organisation will impact the approach to reward.  Financial incentives may not be an option, but giving bonus ‘days-off’ or additional benefits may be more accessible.  

1.4 
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The following table highlights several different benefits offered and the merits of each:
	Bonuses
	Boost to salary based on achievement of key objectives or reaching milestones.  These are flexible and can be implemented ad hoc. 

	Commission payments
	Commission tends to be based on ongoing achievement of targets and is related to the amount of money being generated by the employee.  This boosts salary which can more than double ones income and drive individuals and teams to hit targets.  

	Pension contributions
	A common benefit as it is now a legal requirement to offer a pension programme to employees, however, it is up to the employer how much they contribute and can be a big attraction when recruiting and retaining.  

	Holiday/time off
	Employers are required by law to offer certain levels of paid annual holiday, although the CIPD Reward Management Survey identified many offer more than the minimum.  (CIPD, 2022)

	Healthcare and risk benefit
	Employees may have access to Employee Assistance Plans which allow them to claim costs of treatments i.e. eye and dental care.  Risk benefits incorporate death in service payments and occupational sick pay.  

	Company cars/allowances
	Depending on ones role (seniority and activities) they may have the option of a company car or financial contribution towards a car of their choice.  

	Social activities
	Parties, teambuilding events and social resources i.e. pool table in the staff room can also motivate and reward people for their contributions as well as encourage employee engagement. 

	Free apps
	Downloadable applications such as Headspace may also form part of a benefits package to support individuals in taking care of their mental health.  

	Subsidised meals
	On site canteens with subsidised food can be seen as a benefit to employees – plus encourage people to dine/socialise together in the workplace.  This could also be seen as an attractive reason to go to the office as opposed to work from home. 

	Gym membership
	Gym membership is often desired by employees and is a great way for employers to support the health and wellbeing of their workforce.



These benefits may attract talent as well as retain staff.  Rewards are there to acknowledge great contributions and achievement of objectives as well as compensate for the work that has gone into these achievements.  

Provide examples of how the business context, benchmarking data and legislative requirements contribute to the design of reward strategies. 2.1, 2.2, 2,3, 2.4 
2.1 
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The business context will determine the approach to reward as there may be industry standards, regional disparities, labour force trends, sector pay reviews plus cultural nuances.  The business context will indicate access to unions which may stipulate or drive change in relation to equal and fair pay, working hours and benefits/compensation to staff.  
There are numerous external factors that influence the business context directly and indirectly which will impact recognition and reward strategies. For example, minimum/living wage, competition (local, national and international), climate change and responsibility in terms of sustainability – this may encourage people to work from home to minimise travel and may need to be incentivised in some circumstances. 
Public, private and third sector are likely to differ in terms of their approach to reward.  Public and third sector tend to be less ‘financially’ rewarding but compensate through better holidays, pension contributions and health plans. 
The pandemic has contributed to a change in the approach to benefits led by both employee and employer.  The reopening of the economy in April 2021 saw significant skills shortages in certain sectors i.e. hospitality/catering, instigating improved reward schemes to attract talent.  
Employees have been working-from-home which was perhaps resisted pre-COVID.  This forced businesses to allow staff to work from home with potentially limited negative effects and possible benefits – increasing productivity due to better work life balance, reduced travel and more efficient ‘meetings’.  
This flexibility highlights a change in how we approach benefits packages and offer a tailored solution.  The CIPD’s Reward Management Survey found “25% of our respondents report that their organisation offers employees either total choice or limited choice of the benefits they receive, which a further 16% plan to introduce some type of choice by October 2022.”  (Cotton, et al., 2022)

2.2 
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Benchmarking data can be gathered from various sources and measured to develop insight to influence reward strategies.  It’s important to consider the validity and reliability of the intelligence to make informed decisions.  
Recommended sources:
· CIPD
· Office of National Statistics
· Government research reports on topics such as inflation and unemployment.
· Recruitment statistics inc vacancies and average appointment salaries
· Average working hours and earnings 
In his article in HR Magazine, Adam Nuckley explores the role for ‘big data’ in a reward strategy.  
“While ‘big data’ and predictive analytics are still rarely practiced in HR, there is a clear trend that businesses increasingly expect HR to understand and interpret the data we DO have.
“A long-term concern of HR is that we have a credibility gap with the rest of the business and can’t get a seat at the management top table. An easy way to gain credibility is to be able to know and show what you are talking about and how it supports the business goals. Other function leaders are bringing their relevant information to the top table and so should HR.
“If HR is ever going to engage with ‘big data’ and predictive analytics then it first needs to get comfortable with the data it already has and how to proactively review and report on it.”
(Nuckley, 2015)
Other sources of data could include pay settlements, industrial disputes and surveys.  
Various sector bodies will gather data regarding trends in their industry and these reputable organisations should be looked to for valid, reliable information.  For example: The Chartered Institute of Marketing, The Law Society, The Royal Institute of British Architects and The British Engineering Manufacturer’s Association Limited. 

2.3 
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Following research and data insight, reward packages can be developed that are appropriate and efficient to achieve expected targets.  Benchmarking data helps support organisations needing to understand how create parity to minimise loss of staff to competitors.  
In our sector, the NASUWT Teachers Union has been a great source of benchmarking data relating to pay as we explore how to remunerate and incentivise delivery staff.  Discussions and articles regarding pressures associated with teaching have highlighted a preference to still engage with education but reduce the formalities/bureaucracy of education. 
It is recommended that we continually review this for delivery staff in Wales and England to ensure we offer competitive salaries, engaging the best teaching staff and maximising impact of our programme.  
A great source of information for our sector when expanding into England has been Gov.uk statistics on the school workforce.  This explores teachers’ salaries, qualifications, sickness absence levels and the teaching vacancies. 
(GOV.UK, 2021)

2.4 
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Legislation impacts reward practice including national minimum wage (NMW), working hours, holiday pay and reporting on elements such as the gender pay gap and the chief exec pay ratio.  The NMW applies to everyone over the age of 16 and the levels vary up to age 23.  
The 2008 recession threw bonuses in the UK into the spotlight.  
“The FSA considered that remuneration practices were a ‘contributory factor to the market crisis’.  Practices in investment banking in particular tended ‘to reward short term revenue and profit targets’ and, in so doing, ‘gave staff incentives to pursue unduly risky practices.” (CIPD, 2022)
It is important to acknowledge regulations and corporate governance standards when approaching rewards for employees.  Those in a more senior position at listed UK businesses of a certain size need to declare and rationalise chief executives pay from 2020.  The UK Corporate Governance Code 2018 places emphasis on connections between organisations, shareholders and stakeholders.  
“It promotes the importance of establishing a corporate culture that is aligned with the company purpose, business strategy, promotes integrity and values diversity.” (FRC, 2018)

Evaluate the impact of getting a rewards strategy right to contribute to organisational performance. 1.5 
1.5 
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When evaluating the impact of reward strategy, we should consider both intrinsic and extrinsic factors to ensure the most appropriate mechanisms are used to motivate individuals and teams within the business.  
“Intrinsic motivation is the desire to accomplish goals and develop professionally. Extrinsic motivation involves work factors such as pay and promotions. In some cases, intrinsic and extrinsic motivation can be combined, such as when a promotion leads to a pay raise as well as welcome additional responsibility. Managers need to understand the basic intrinsic and extrinsic motivators needed to inspire employees.”  (Simon, 2022)
[image: Maslow's hierarchy of needs, depicted as a triangle]Maslow’s hierarchy of needs has supported leaders and managers in ascertaining the combination of factors that motivate people and how these change over time.  
This is a commonly reproduced symbol which many believe holds the secret to personal fulfilment and business success.  (Kremer & Hammond, 2013)
Individuals’ motivation will ultimately impact how performance is enhanced through intrinsic and extrinsic rewards.  Some may feel more compelled to perform if a financial bonus is attached, whereas some may feel more inclined to increase effort for time off.  A ‘total rewards’ system may be suitable as it encompasses both elements to motivate personally and professionally.  
Applying key success measures to each reward will help identify which method is the most effective for sustained performance improvement.  Extrinsic may be used to ‘boost’ efforts and intrinsic to ensure the behaviour and culture is changed long term.  
Intrinsic rewards could be:  Giving employees responsibility and autonomy, encouraging employees to find meaning in their role and providing opportunities for promotion.  
Intrinsic rewards may be more difficult to measure as they tend to be more emotive, intangible, qualitative factors whereas rewards based on bonus/commission are factual, quantitative and easily measurable.  

Compare different approaches to performance management and how these can be used by line managers to make effective reward judgements. 3.1, 3.3 
3.1 
[image: ]
There are numerous approaches to performance management, depending on organisation and sector.  
“Performance management is the attempt to maximise the value creation and ensure that employees contribute to business objectives.”  (CIPD, 2020)
In order to ensure employees are clear on what is expected and they continually improve individually and when working as a team – they can be held to account in relation to performance which is connected to reward, career progression and future career.  
Performance management should be ongoing and may take the form of:
Performance review meetings – employees report on a number of factors which contribute to enhanced performance.
+/- Review meetings are an opportunity to check-in, reset (if need be) and remind of end goal.  Queries and facts confirmed – keeping team on the right track.  
Continuous Professional Development (CPD) - enhance skills, experience and understanding of certain roles/tasks so they can be performed more efficiently.  
+/- CPD can takes time and effort (possibly cost) but will result in enrichment and fulfilment – boosting confidence and skills.  The downside is that the individual may move elsewhere so important to make sure the learning is shared with colleagues.  
LearnSignal identified the following benefits to offering CPD:
· Improved productivity and appreciation of professional standards.
· Developing skillsets that allow one undertake a greater variety of work.
· Ability to contribute to achieving the company's vision.
· Ability to respond effectively to change.
(Ni Choileain, 2022)
Coaching & Mentoring – support and guidance from colleagues/leaders to inspire, motivate and drive improvements. 
+/- Important to identify the right coach/mentor to inspire, challenge and motivate.  This can be a great relationship and one to make significant change to performance but personalities and motivational factors need to complement and be understood.  
360 Degree Feedback – input from colleagues, line managers and possibly clients to gain a full view of individual/team performance and where improvements can be made. 
+/- This is a great way to get feedback from numerous different angles and opinions, however, it should be well informed to ensure the picture is not skewed by asking someone who doesn’t know the individual/service well.  

3.3 
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A combination of intrinsic and extrinsic rewards may be used and it’ll be the responsibility of the line manager to ensure they do their utmost to design roles for fulfilment, as well as productivity, and take time to regularly review, provide feedback and praise where necessary.  
Line managers should fully understand and appreciate reward strategies and contribute to setting targets and metrics by which to measure performance.  
“HR has a responsibility to ensure that line managers do not unfairly discriminate in the distribution of rewards, failing to recognise issues surrounding equality and diversity can quickly erode the psychological contract.”  (Armstrong & Taylor, 2014)
It is therefore important to really understand and implement the policies of the organisation to ensure the reward judgements are made in line with expectations and reinforce the desired culture.  
The CIPD Podcast entitled ‘Strength in numbers: what’s new in performance management’ explores how the role of line managers is changing in terms of making reward judgements.  
“Many organisations come at it from the point of view of well we want performance appraisals to be developmental, to help people actually improve in their performance and we also want them to be holding people to account and linking it to things like pay. And the evidence suggests that the way in which managers go about making decisions for those two different things, so giving feedback for learning and development on one hand and giving feedback to hold people to account on the other hand are very different.” (Gifford, 2017)
Different teams may operate in different ways so for some there may be fewer options in relation to non-financial rewards if, for example, shift patterns and working time is limited for safety reasons.  It is therefore key to communicate differences in the ‘total rewards’ packages and benefits available to employees to rationalise decisions and ensure offers in one area don’t negatively impact productivity in another.  
Consistency of application is key so that line managers act in unison and are well supported in decision making.  



Outline the nature and importance of the role that can be played by people practice professionals, in relation to supporting line managers to make appropriate judgements. 3.2. 
3.2 
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People Practitioners have a key role in supporting line managers to implement reward strategies effectively – guiding them to define performance improvements, identifying appropriate rewards and executing the delivery of these rewards in a sound, fair and consistent manner.  
Reward strategies are about achieving the objectives of the organisation whilst providing fulfilling, satisfying and motivational roles – therefore getting the balance of focus on the bottom line and wellbeing of staff requires expert knowledge of HR professionals.  
There are a variety of legislative requirements that should be fulfilled in all pay and reward policies – again, reinforcing the role of people practice in supporting line managers to make fair and appropriate decisions regarding recognition and reward.  
Another key element is to maintain a current view of how things are rapidly changing so we can adapt.  People practitioners have insight into these trends which can be fed into organisational strategy.   In the CIPD Podcast 105 ‘The changing landscape of reward’, Neil Morrison, Group HR Director at Penguin Random House discusses the challenges we now face:  
“I think one of the big challenges at work is that maybe if you’re entering the workplace now you come in with less of an expectation that you’re going to stay in one place for a longer period of time. And that's a trend that's been going on over the last couple of generations. But if that's the case you’re less likely to want benefits that are tied to a long service element and more likely to want things that you can benefit from now or in the near future.” (Morrison, 2015)



Suggest one way of improving your organisation’s approach to reward, based on organisational data available to you. 2.3
2.3 
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We have gathered data over a period of 9 months which has helped us ascertain the most appropriate, fair and engaging way to motivate staff at this stage (start-up phase).  This has taken the form of reviewing business development activities – volume and conversions based on each team member, so a baseline of acquisitions can be determined.  
We have also taken the time to undertake personality profiling to determine individuals’ motivation for work.   As a relatively new team, we are still building trust and relationships therefore this exercise will be repeated later too.  
Many indicated that training and development is a key driver so we have activated a learning grant for those keen on improving skills which will help enhance performance in the workplace.  
We have a business development and delivery team who are both responsible for maintaining strong customer relationships therefore a shared reward proposition has been designed to ensure both feel motivated to recruit and retain new clients.  This is a financial reward based on new client accounts and retained client accounts and is a split % between the two groups.  This not only motivates them financially but encourages a collaborative effort and highlights those individuals at all stages of the client relationship have a responsibility for growing the business.
Mindful that this effect may be short lived, it will be important to also focus on development of intrinsic reward.  Regarding research in social psychology regarding financial reward, the journal article ‘The Carrot or the Stick’ states: 
“This boosting effect only seems to be temporary as performance quickly revolved back to its normal level after a few weeks. Second, this boosting effect only affects the quantity of output, and this, at the cost of quality.”  (Landry, et al., 2017) 
For teaching staff introduced – we use benchmark data to determine current and expected rates of pay for these skills in England and Wales. 
Feedback forms are an essential part of our business during its early years as we strive to develop a strong culture and attract the best talent.  It is important we identify areas for improvement as early as possible so we make changes and promote a positive working environment for all.  
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                     Reward Strategy • Clearly defines objectives, why they were chosen and  how they should be integrated into organizational  culture. • Targets should be clear so employees understand what is expected of them and what the rewards are. • CPD of line management recommended so there is  clarity regarding how rewards are allocated. • Measures to monitor and evaluate performance  improvement as result of reward.     4
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