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Introduction
A report providing guidance on all aspects of reward, including the creation and implementation of reward, total reward and strategic reward management.

Reward Principles, Organisational Culture and Performance Management (AC 1.1) 
Reward is often used to describe the financial incentives an organisation offers its employees for their contribution to the business, such as a salary, bonuses, or a combination of both (CIPD, 2023). However, according to Taylor and Woodhams (2022) reward is more than being paid a basic salary for hours worked and should fairly reflect employees’ contribution to the success of an organisation. This is known as ‘total reward’.
Total reward is the wider benefits package offered to employees and incorporates intrinsic and extrinsic components. Intrinsic rewards refer to the internal motivating factors such as praise, recognition, personal and professional development (CIPD, 2023).  According to Taylor and Woodhams (2022) these type of rewards help retain and develop skilled individuals who are more likely to be committed to the organisation.
Whilst intrinsic rewards are non-monetary incentives, extrinsic rewards consist of financially based compensation such as pay, bonuses, holidays, company car or even a nice office. A research report by Lupton, Rowe and Whittle (2015) suggests that the purpose of financial incentives is to help an organisation shape employee behaviour by rewarding them for displaying certain behaviours such as good attendance and engagement with colleagues, or to increase productivity by setting individual or team targets. 
Offering a combination of these benefits is recommended in order to make a positive impact on individual and organisational performance and culture (Waite et al., 2021).  It can also reflect positively on the reputation of the company by potentially becoming an ‘employer of choice’, further supporting an organisation in attracting and retaining talented staff (Taylor and Woodhams, 2022).
Whilst it is important to fairly reward employees, an organisation must also be realistic about what they can offer by balancing the organisational and employee needs (Taylor and Woodhams 2022). Furthermore, being unable to deliver elements of a reward package could lead to high staff turnover and possibly legal action such as tribunal for breach of contract (GOV.UK, 2012). 

Implementation of Policy Initiatives and Practices (AC 1.2) 
According to Armstrong and Brown (2019), the proper administration of reward should be covered under specific reward policy. Furthermore, communication is the key to successfully operate the components of the reward policy, for example, managers and employees should be involved and communicated with during policy development and the delivery process, from discussing reward proposals to providing feedback on the reward systems in place.
Line managers also play a crucial role in delivering the non-monetary rewards such as praise, recognition and career progression. This can be achieved by holding regular one to one meetings, discussing career progression opportunities, and making employees aware of learning and development programmes that may be of interest to them and their aspirations (Taylor and Woodhams, 2022). 
However, it is vital that managers are provided with appropriate training, resources, and time to in order to successfully deliver policy initiatives and practices. This will allow them to confidently support and implement a new reward system. For example, ensuring that managers are properly supported by people professionals when carrying out succession planning activities. This will enable manager to carve potential career paths for talented employees, which in turn helps promote the intrinsic reward system (CIPD, 2022a).

People and Organisational Performance and the Impact on the Approach to Reward (AC 1.3) 
According to Waite et al. (2021) an organisation’s approach to reward should ensure that both individual and organisational performance is supported. Furthermore, rewards programmes should be dynamic in order to support changing objectives of an organisation and the changing needs of employees. 
Whilst individual performance should be recognised, appreciated and valued it is also important to encourage team performance, as both of these contribute to overall organisational performance. Indeed (2022a) suggest that having a good rewards programme can support both employee and team performance. Some rewards such as bonuses can be used to reward teams for achieving something specific and therefore can encourage teamwork and collaboration (Waite et al., 2021). Furthermore, teamwork positively contributes to organisational performance by improving the efficiency and productivity of employees (BrightHR, n.d.).
Also, Waite et al. (2021) explains that healthy competition is a powerful tool in a rewards programme and can be encouraged by using financial rewards such as bonuses and commission, which gives the individual incentive to sell or reach targets in order to boost their income. However, whilst this can result in high productivity it could also lead to mis-selling, causing damage to an organisation’s reputation, and financial losses. An example of this was the £29,107,600 fine issued by the FCA (2019) against The Carphone Warehouse, where it was found that staff were trained to focus on selling and objection handling, rather than taking into account whether the customer required the product or service in the first instance. 


Types of Benefits Offered by Organisations (AC 1.4) 
Many companies offer employees a range of benefits in addition to pay, which is an important contribution to total reward. These benefits are offered to help attract and retain employees, particularly in competitive labour markets (Waite et al., 2021).
Since the Covid-19 pandemic, many organisations offer flexible working to staff that can carry out their duties from home. In addition, the data shows an increase in the number of senior employees working part-time (Gandhi, 2022). Having these flexible ways of working helps support diversity and inclusion in the workplace because it enables people to balance work and other responsibilities. For example, women are more likely to have childcare responsibilities outside of work (Working Families, 2022) which be difficult to manage without flexible working arrangements. Furthermore, having part-time senior roles available given women more opportunities to progress in their careers. By supporting diversity in the workplace, research suggests this increases innovation and improves overall financial performance (Bailinson et al., 2020). 
However, ACAS research highlighted that working from home can lead to employees feeling isolated, particularly if there is little communication with colleagues. Furthermore, sharing knowledge and collaborating with others becomes more challenging if there is poor team communication whilst working flexibly (Wakeling, 2017).
Another benefit that aims to support diversity and inclusion is the provision of staff social events. Unlike the isolating nature of working from home, these events can be opportunities for employees to engage with colleagues they would not usually associate with, share ideas and knowledge, thus supporting organisational culture and performance (Ford, 2022). 
Although these events are often a way of rewarding employees for their contribution to organisational performance, some employees would prefer a cash bonus or higher wages (CIPD, 2023b).  
Whilst neither of these benefits are directly putting money in employees’ pockets, it is important to remember that there will still be a cost associated with them that will need to be budgeted for by the organisation (Waite et al., 2021). At a glance flexible working is a practical, low-cost benefit when compared to staff events which could involve paying staff time off, venue, food and entertainment costs. 

Extrinsic and Intrinsic Rewards (AC 1.5) 
It is likely that different employees will be motivated by different things. In terms of reward, these are split into two different categories and can be used to motivate individuals or teams to achieve certain goals (CIPD, 2023).
Intrinsic reward refers to the internal motivators such as job satisfaction, interest, and meaningful work. These factors can strengthen the psychological contract between the employer and employee, resulting in the employee becoming more committed to the organisation and therefore improving staff retention (Taylor & Woodhams, 2022). In addition to this, intrinsic motivation leads to elevated performance levels and produces higher quality work.
Unlike intrinsic rewards, extrinsic rewards are the external motivators, usually a form of monetary compensation, that are used to motivate staff to increase productivity and organisational performance (Cherry, 2022). For example, an extrinsically motivated employee may not be satisfied with their role but will continue to work because they receive a good rate of pay. Whereas someone who is intrinsically motivated may be open to working for less money if they were interested and passionate about the role or organisation.  
Employers must understand the relationship between reward and performance in order to design and implement reward and recognition programmes that balance extrinsic and intrinsic benefits while also meeting the demands and preferences of their employees. According to Cotton (2023), it is a sensible approach to offer a range of intrinsic and extrinsic rewards and embedding these into a long-term, strategic and ‘total reward’ strategy in order to recruit, retain and develop a capable, engaged workforce.

The Business Context of the Reward Environment (AC 2.1) 
When making decisions on reward, an organisation needs to consider the internal and external factors of the business environment that will influence these decisions. Internal factors include the size of an organisation, objectives and culture. The organisation should determine what they expect from their employees, what employees expect from them, and align this with a reward system designed to motivate and engage employees to achieve these desired outcomes (CIPD, 2023). For example, a company that takes pride in their customer service may link its reward programme to positive customer satisfaction. 
In addition to this, external factors also have significant influence on reward systems, and these include legislative requirements, labour market trends, and market comparisons (Armstrong and Brown, 2019). For example, in sectors where the ability to work from home is increasing, there is more competition to recruit and retain staff, particularly as this has opened up opportunities for people to work for national and international organisations where salaries may be more competitive (Taylor & Woodhams, 2022).
In the long-term and in addition to talent management, reward can also be used reinforce company culture as reward and culture are closely related concepts that have the power to influence one another. For example, an organisation that wants to create a more agile and adaptable culture may introduce rewards that promote flexibility, autonomy, and change (Krumholz, 2022).
CIPD, 2023 recommend the individual parts of a reward package should complement one another, rather than contradict each other, to create a robust and fair reward system (CIPD, 2023).

Benchmarking Data and Insight (AC 2.2) 
The purpose of benchmarking data is to allow for a comparison between an organisations’ reward practices and other outcomes with businesses in a similar industry. This can help an organisation improve and develop their reward practices in order to give them a competitive advantage when managing talent. For example, if data showed that competitors were offering a higher salary for a particular role in comparison to your organisation, this could influence a decision to increase the current salary in order to attract and retain talent (Barrett, 2019).
One of the challenges of using benchmarking data is to ensure that the data is reliable, relevant, and up-to-date and therefore should be gathered from reliable sources such as the Chartered Institute of Personnel Development (CIPD), Office for National Statistics (ONS) and the World Health Organisation (WHO) (Taylor & Woodhams, 2022). Furthermore, it is important to consider that benchmarking data can be both quantitative and qualitative. 
Whilst Benchmarking data can provide valuable insights and guidance, it should not be the only factor that influences a reward strategy.  Data can also be collected internally to gather insight and opinions about the various components of the existing reward system such as pay, benefits, training and progression from employees and other internal stakeholders (CIPD, 2022c). Furthermore, this information could be used to develop the organisation’s reward practices and therefore improve morale, staff retention, and organisational performance (Taylor & Woodhams, 2022).
It is also crucial that employers regularly monitor the effectiveness of their implemented reward practices and evaluate their outcomes to ensure that the reward strategy is meeting objectives, and also identifying where improvement is needed (REBA, 2022).

Using Insight to Develop Reward Packages and Approaches (AC 2.3) 
Organisations can apply insight to create an approach to reward that aligns with their business plan, values, and objectives. Moreover, obtaining this information can assist in understanding the interests and expectations of their staff, as well as the labour market trends and external pressures that impact decisions regarding reward (Taylor and Woodhams, 2022).
An analysis of the data is necessary to identify any significant or emerging themes. After recognising any trends, HR professionals must formulate a conclusion based on evidence before implementing any changes. When drawing conclusions, it is important to take into account the potential effects that any new reward package or policy will have on employees and the organisation. This is why Young (2023a) suggests conducting periodic surveys and evaluations of data to determine the effectiveness of rewards and identify areas that require improvement.
By understanding what rewards are important to employees, an organisation can tailor meaningful employee benefits to support staff retention and employee engagement, which are key components to a successful organisation (Barton, 2017). For example, debt management company, Arrow Global conducted employee research which highlighted a positive response to employee benefits that supported employees’ health, wellbeing and finances through insurance benefits and an Employee Assistance Programme (EAP). However, the research also informed the organisation that employees were interested in benefits that supported their lifestyle. As a result, the organisation introduced a scheme that allowed employees to purchase a range of technology and pay for it over a 12-month period with no added interest (Martindale, 2017).
Moreover, according to further analysis of the research, the organisation found that there was an increase in the number of benefits utilised by employees since implementing the new reward package (Martindale, 2017).
This data driven approach is strongly supported by the CIPD who describe this as ‘evidence-based practice’. The CIPD believe that using this method results in the most effective decision making for all areas of Human Resources (Young, 2023b). 




















Task Two

Legislative Requirements that Impact Reward Practice (AC 2.4) 
According to Taylor and Woodhams (2022), when developing reward policies and practices it is essential that they are risk assessed to ensure all legislation is complied with and that there is no direct or indirect bias, inequality or discrimination that could lead to legal claims against the organisation. Not only does this shield the organisation from legal claims, but an organisation that has a fair and transparent reward system in place often performs well.  
The Equality Act 2010 aims to protect individuals at work from direct and indirect discrimination, victimisation and harassment related to a protected characteristic such as age, race, or sex (GOV.UK, 2013). An example of indirect sex discrimination could be offering coaching, mentoring and career development opportunities to full time members of staff only.  As women are more likely to work part time due to an increased likelihood of childcare responsibilities, this could be deemed as indirect sex discrimination against women. Furthermore, this was highlighted as the ‘childcare disparity’ in the Employment Appeal Tribunal (EAT) case Dobson v North Cumbria, where the employee was successful in her indirect sex discrimination appeal (Working Families, 2022). 
Another important piece of legislation to consider when creating reward schemes is the National Minimum Wage Act (1998). The NMWA1998 places a legal obligation on employers to pay their workers a minimum rate of hourly pay, depending on their age. Furthermore, if an organisation is offering salary sacrifice schemes as part of their benefits package, they must ensure that this does not reduce the employee’s cash earnings below the NMW rates (GOV.UK, 2021). Salary sacrifice can include gym memberships, health insurance, company cars and cycle to work schemes, and benefits employees by helping them save on tax and National Insurance. 
If non-compliance with the NMWA1998 is found, Her Majesty’s Revenue and Customs (HMRC) have the right to place financial penalties on the organisation, which could include a £20,000 fine per underpaid employee. In addition to this, the employer can be named and shamed, potentially damaging reputation of the company (Low Incomes Tax Reform Group, 2023).

Approaches to Performance Management (AC 3.1) 
According to the CIPD (2022b), people play a key role in generating organisational value and therefore managing their performance is critical in achieving success. This is typically known as ‘performance management’. The purpose of performance management is to generate the most productivity from employees whilst also supporting them to achieve their own goals. Furthermore, the goals and outcomes of performance management should also align with organisational objectives. 
According to Kalnai (2022), there is no singular approach to performance management, and a range of activities should be used in order to assist managers and employees assess an individual’s performance. Some of these activities include:
Performance reviews
The CIPD (2022a) suggest that performance reviews, also known as annual appraisals, are utilised to help inform decision making with regards to pay, bonuses, redundancy, and other organisational decisions.
Performance reviews are a traditional, formal method that measures employee performance against various sets of metrics. The metrics used will depend on the context of the role, the availability of data and the objectives of the organisation. For example, a salesperson may be appraised against the number of sales they generate. However, not all metrics centre on results and may also apply to the learning and development of employees or their conduct and attitudes in relation to the values of the organisation (Gifford, 2022). 
Whilst performance reviews provide an important evaluation of employee performance the CIPD (2016) evidence review suggests that managers can sometimes exercise bias in appraisals, leaving employees feeling unfairly treated and deflated. Moreover, appraisals have also been criticised for being time-consuming and not providing helpful and meaningful feedback for employees (Taylor and Woodhams, 2022). In order to tackle this, the CIPD (2016) report recommends checking-in on employees after performance-related conversations and allowing them to raise any queries or concerns.
Continuous performance management
Unlike annual appraisals, continuous performance management allows employees to receive regular feedback which can help them understand areas where they are achieving and help identify where training may be required. Moreover, it is considered as a modern, holistic approach to performance management which helps to support an agile business environment (Clear Review, 2019).
By having regular one-to-ones, managers create opportunities to deliver extrinsic rewards such as praising employees for reaching specific goals or delivering objectives (Kalnai, 2022). In turn, this can improve employee engagement and therefore produce a high level of commitment from employees, reducing staff turnover and improving organisational performance (Peters, 2023).
In conclusion, performance management should be tailored to the organisation’s objective and the context of the employees’ role. Furthermore, a balance of formal and informal activities should be used to best support the relationship between employees and managers.

How People Professionals Can Support Line Managers (AC 3.2) 
Communication and delivery of an organisation's rewards and benefits to employees are often a responsibility that line managers hold and should therefore be supported to effectively make reward decisions that are fair, consistent and legally complaint. Because this is often specialist knowledge held by people professionals, a cohesive approach to reward between line mangers and people professionals is recommended (NHS Employers, 2020). 
HR need to ensure that line managers are provided with training to understand the various components of reward management such as, grading and pay structure and performance appraisals. This is important because failure to support line managers in delivering rewards in line with organisation policies could lead to the collapse of a fair and consistent reward and benefits system. Furthermore, this could damage the psychological contract and lead to a drop in employee and organisation performance (Taylor & Woodhams, 2022). 
According to Hayes (2023) line managers should also be provided with the necessary tools to support them in making reward decisions. For example, providing line managers with the information required to produce an accurate cost-benefit analysis, allowing them to make decisions that help maximise the value of employees, fairly distribute reward and motivate talent. 
HR should communicate clearly and regularly with line managers about the reward strategy and policies, and how they align with the organisational goals and values. HR should also seek feedback from line managers on the effectiveness and impact of the reward practices and involve them in the design and review of the reward systems (Quilliam, 2023).
Although HR professionals play a key role in the reward system by supporting line managers develop and deliver reward strategies, it is important to consider the difficulties in accurately monitoring the impact of reward outcomes which could affect the employee’s view of who is responsible for the reward system (Barton, 2017b). Therefore, it is imperative that there is a good relationship and clear communication between HR and line managers.

Line managers and Organisational Approaches to Reward (AC 3.3) 
Line managers are responsible for making reward decisions for their team members whilst considering the organisation’s approaches to reward. Reward decisions can include salary increases, bonuses, recognition awards or other forms of non-financial rewards (Barton, 2017b).
To make reward decisions, line managers need to consider the organisation’s objectives, values and market position as these will provide the overarching framework that guides how the organisation rewards its employees (Gifford, 2022). For example, rewarding employees for displaying behaviours linked to the organisational values and therefore promoting a company culture that supports the organisational values and help strengthen their market position. 
The organisation’s reward policies and procedures should also be considered as these are guidelines that govern how reward decisions are made, such as eligibility criteria, performance appraisal, budget allocation, and approval processes. Line managers must adhere to these policies to ensure employees are rewarded fairly and without bias (Quilliam, 2023).
In addition, line managers should be well informed of all aspects of the organisation’s reward practices including the various types of rewards that the organisation offers to its employees, such as base pay, benefits, career development, and recognition. Furthermore, they should be able to assess the suitability of these rewards for their team members based on their performance, contribution and potential (Waite et al., 2021).
The organisation’s reward communication and feedback: These are the ways that the organisation informs and engages its employees about the reward decisions, such as reward statements, newsletters, surveys, and focus groups. Line managers need to communicate the reward decisions to their team members clearly and effectively, explaining the rationale, criteria, and outcomes of the decisions. Line managers also need to obtain and respond to feedback from their team members, and address any issues or concerns that may arise (NHS Employers, 2020).
By considering these factors, line managers can make reward decisions that are aligned with the organisation’s approaches to reward, and that are fair, motivating, and rewarding for their team members.
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