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“Reward management is concerned with the strategies, policies and practices required to ensure that the value of people and the contribution they make to achieving organisational, departmental and team goals is recognised and rewarded.” (Taylor and Woodhams, 2016)

Reward management offers the organisation an opportunity to show appreciation for the individual or teams achievements in relation to the organisations aims and objectives. This can be rewarded financially or as a non-financial reward, for example, learning and development opportunities. (Taylor and Woodhams, 2016)

The objective of reward management is to meet the needs of both the organisation and its stakeholders. It concerns the needs of organisational stakeholders, for example, line managers and shareholders, as well as the needs of the employees. (Taylor and Woodhams, 2016)

Reward management allows an organisation to influence employee behaviour, encouraging them to join and stay with the organisation and to strive to achieve the best in their job. When creating a reward package it is important to find out what attracts employees, but also to understand what makes employees stay. (CIPD, 2022)
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One of the main principles of reward management is to ensure employees are rewarded for the contributions fairly, consistently and transparently. Money can be extremely emotive, therefore opinions in relation to monetary rewards can differ and sometimes viewed as unfair, which can have an adverse effect on the employee, breaking the psychological contract between the employer and employee. Therefore, it is vital reward practices and decisions are clearly and effectively communicated to ensure employee engagement and commitment is maintained. (Taylor and Woodhams, 2016) 

Another principle of reward management is that rewards can be either ‘intrinsic’ or ‘extrinsic’. Intrinsic rewards are usually psychological and dependant of the efforts put in by the individual. An example of an intrinsic reward would be the employee gains a sense of achievement or meaningfulness, or even opportunities for advancement. 
Extrinsic rewards are such that offer financial benefits, promotion or status, or better working environments, for example, a more comfortable office.  
The effectiveness of reward management is dependent on organisational context and culture. (Taylor and Woodhams, 2016) 

It is also important to design pay structures and pay progression arrangements to ensure it supports the business success in achieving its goals, objectives and aligns with its values. (Cotton. C, 2021)
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“Total reward is the term adopted to describe a reward strategy bringing together all the investments an organisation makes in its workforce (e.g. pay, pensions and learning and development), with everything employees value in working for an organisation, such as flexible working and career opportunities.” (Local Government Employers, no date).  
Total reward highlights the various benefits the organisation offers within their employment package, that supports their aims and objectives, as well as their culture. Total reward strategies are used to encourage employee engagement, and ultimately contribute to improving organisational performance. (Local Government Employers, no date).  

Total reward can be offered in increments and does not have to conclude all rewards of the employment package from the start of employment. Rewards can be introduced gradually throughout employment. It is important to effectively communicate with employees what reward strategy is already in place. Introducing rewards gradually allows the organisation the opportunity to understand employees reward preferences, which can be available for employees at a later date should the employee achieve their performance targets. (Local Government Employers, no date)  

Total reward not only encourages current employees to succeed in their job roles, but also supports the organisation to promote and heighten their reputation as a desired place to work.  
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When an organisation takes the time to thoroughly assess its culture, it makes it easier to then determine and implement appropriate policies, programs and strategies to help achieve the organisations goals, objectives and values. When the culture throughout the organisation is aligned, the employees and employer have the same core characteristics that unite the workforce. 
Various tools can be used to improve and maintain a high-performance organisational culture, such as, reward and recognition systems. This tool can be used to motivate employees to work in accordance with the organisations culture and values, with the aim to deliver on organisational objectives. (SHRM, no date)  

It is vital that all communication is clear and consistent throughout the organisation, giving employees conflicting messages can create a culture of distrust and cause employees to become demotivated and disengaged. (SHRM, no date)  

Strategies that are not consistent with the organisations culture will likely receive resistance from employees, making them more difficult, if not impossible to achieve, regardless of the potential reward. (Chartered Management Institute, no date)
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Pay structures are used to help align an organisations reward strategy with their “mission, vision, purpose, culture, and business strategy” by encouraging desired performance and behaviours. (Cotton.C, 2022) They also provide clarification to employees in relation to expected pay rises and career development opportunities. Implementing pay structures also avoids the risk of pay discrimination. (Cotton. C, 2022)

Pay progression is the steps employees move to increased pay levels within their grade. Many organisations use pay progression as part of their reward strategy as it helps to encourage positive employee behaviours and attitudes towards their performance, as well as enabling the organisation to keep salary competitiveness. (Cotton. C, 2022)
When implementing pay progression opportunities for employees, it must be conducted on a fair basis and free from unlawful bias under the Equality Act 2010. Some progression methods that could be considered include length of service; individual performance-related pay; organisational performance; skills-based pay; or market rates. 
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According to Armstrong, there are eight stages to develop and implement total reward strategies:
1. Investigate – openly discuss and gain feedback from senior management, line managers and employees in relation to the need and scope of developing a total reward strategy. Gain an understanding of the different needs or desires from employees, to try to reflect this in the reward programme. 
2. Clarify the concept of total reward – ensure the organisation and its employees understand the meaning and purpose of total reward, including the rewards objectives. This means ensure everyone understands the business’ requirements as well the needs of employees and stakeholders. 
3. Involve stakeholders – Allowing all stakeholders, including managers, employees and employee representatives, to contribute their ideas to the reward strategy can help to motivate them and support their commitment to the programme. 
4. Identify total reward elements – a total reward programme not only includes financial rewards, but also combines non-financial rewards. This includes total reward elements, for example, flexible benefits, recognition schemes, learning and development opportunities, work-life balance initiatives, and other factors that would contribute to an improved working environment. 
5. Prioritise – In the first instance, promote initiatives that are more easily introduced into an organisation, yet still have the scope to have a positive impact on employee engagement. 
6. Communicate – clearly and effective communicate the concept of the total reward programme, including how it will be introduced and managed, as well as how it will benefit individuals. 
7. Implement – this is a change management exercise. Generally, new programmes such as total rewards programmes, come with the expectation that it will change and improve employee behaviours. It is vital to maintain communication and involvement with stakeholders.
8. Monitor and evaluate – It is extremely important to monitor the implementation of total rewards programmes and evaluate their effectiveness against the organisations goals or targets that were set. This stage can sometimes lead to changes within the strategy where necessary. 
(Armstong, 2019) 
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Husekud (1995) and Guest et al (2003) both conducted research projects that established encouraging links between the use of a ‘bundle’ of HRM practices, including performance related pay and employee shareholding, and the financial performance of the organisation. (Armstrong, 2016)

McAdams and Hawk (1994) also carried out research that supported the statement that “performance reward plans are instrumental in performance improvements, often with calculable returns.” (Armstrong, 2016)

Reward management is attractive for employees and support HRM during the process of engaging, obtaining and retaining employees. 
Reward management supports the enhancement of employee performance by motivating individuals and teams and increasing their engagement by rewarding achievements, competences and skills. However, it is important to remember rewards systems are not always effective in motivating employees, which in turn will have a different impact on the reward value chain. (Armstrong, 2016)
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Armstrong and Baron (1998) defined it as – “A strategic and integrated approach to increasing the effectiveness of organisations by improving the performance of the people who work in them and by developing the capabilities of teams and individual contributors” (Abanikanta. P, no date)

Performance management describes activities that establish objectives, improve performance, and hold people to account (Gifford. J, 2020)

Performance management allows the organisation to set goals and targets to individuals and teams that align with the organisations own goals and objectives. It can reward and motivate employees by offering financial or non-financial rewards. Some non-financial rewards include, recognising employee achievements. This can be delivered through feedback, the provision of opportunities to achieve, learning and development opportunities, as well as guidance regarding career paths and progression. Non-financial rewards tend to encourage job and organisational engagement, in turn having a powerful impact on employee and organisational performance, sometimes more so than financial rewards, such as performance-related pay. (Armstrong, 2016)
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For performance management to be effective a holistic approach should be adopted as well as regular discussions between the employee and the line manager, allowing opportunity to deliver supportive feedback relating to progress towards goals and objectives. This approach brings together many principles that support good people management practice, including, learning and development, performance measurement and organisational development. (Gifford. J, 2020)

Various approaches to performance management can be used. One element of managing performance is ensuring goals and objectives are set for employees, departments and the organisation as a whole. These can be set to individuals or to the team as a whole in the form of; targets (often used in sales environments), tasks that have completion deadlines, or simply meeting company standards. (Gifford. J, 2020)

Personal development plans (PDPs) can be used to help improve performance by developing your employees. Performance conversations are beneficial for employees to learn from their experiences and establish learning and development opportunities. (Gifford. J, 2020) PDP’s help individuals to develop their skillsets that could open up other career opportunities. This can sometimes have a negative effect on an organisation as it opens the possibility to losing staff. 

Performance appraisals are used for managers to assess the employee’s performance and then provide constructive feedback to the employee. Conducting this process on a regular basis is crucial in making targets effective, as monitoring individual, departmental and organisational progress towards achieving set goals and objectives is hugely motivational. Performance appraisals can consist of face-to-face conversations between the manager and the employee 360-degree feedback, and assessments in relation to performance target. (Gifford. J, 2020) 
Performance appraisals are helpful in building open, positive and collaborative relationships between employees and their managers. (Mind Tools, no date)
360-degree feedback is a tool used to support performance appraisals; this is when feedback is gathered from numerous sources in relation to an individual’s performance. The feedback helps to establish an individual’s strengths, weaknesses and skillsets, enabling the manager to deliver a more thorough performance review. The use of 360-degree feedback during performance appraisals can help to boost individual and team performance, identify learning and development opportunities, and provides the individual with a broader self-awareness, which often helps motivate individuals regrading self-improvement. On the other hand, sometimes feedback may be negative which can lead to the individual feeling hurt or angry. 360-feedback can also be quite time consuming in relation to the various sources providing feedback. (Indeed.com, 2021)
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When designing a reward package for employees, it is important to consider; whether the reward is suitable, if the rewards package is appealing to employees to support attraction, recruitment and retention levels, as well as cost implications for the organisation. 

Bonus schemes relate to financial incentives in the form of variable pay, usually paid in a lump sum. Bonuses are paid when individuals, teams or the organisation as a whole achieve their performance targets (sometimes known as key performance indicators or KPI’s). Bonus’ are not part of an employee’s basic pay, and are paid at the discretion of the manager or organisation. Bonus schemes are often used to influence employee performance and/or behaviour to meet set KPI’s. (Cotton. C, 2022)
From an organisation perspective, there are positives and negatives in adopting bonus schemes. They can be beneficial in that; they can continually motivate staff and they must always be re-earned to be paid more bonus’, the impact on the cost for the organisation is less than other contributions such as pension schemes, it allows the organisation to stay competitive within the market in relation to pay without overly increasing the annual pay bill. However, financial rewards, such as bonus schemes can sometimes lead to an increase of checks and balances, such as malus or clawbacks, which in turn could have a detrimental impact on motivation. (Cotton. C, 2022) 

Although all employees are entitled to statutory sick pay, company sick pay is a great benefit to offer employees within the reward package. Research from Bayes Business School found that incorporating sick pay into the reward package significantly increased employee productivity due to better in-work health and increased employee morale as employees who were genuinely sick could afford not to come into work, therefore reducing the risk of spread. Increased productivity results in a more profitable organisation. (Armstrong. H, 2022)
On the flipside, sick pay can cause an increase in absenteeism due to employees abusing the system; therefore, it is crucial the organisation has a fair and robust Management of Absence policy to tackle these potential issues. (Underwood. K, 2019)
The cost implication of sick pay packages must also be taken into consideration as it is inevitable that some employees will become unwell throughout their employment. Therefore, it is important to understand the financial impact of sick pay packages prior to implementing the same. (Underwood. K, 2019)
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The business context of reward management is split into three different categories; International Context, National Context and Corporate Context. 

International context relates to the impact of global competition and the revisions organisations have to make to ensure their products and services are able to compete with the global market. Trends can affect HR management, including reward management packages, such as; a desire for more flexible and adaptive employment arrangements. (Taylor and Woodhams, 2016)
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“Arguably the most important issue affecting reward management at the national level is the changing demand for skills, with labour markets within the UK being increasingly conceptualised as an ‘hourglass’. (Taylor, 2011)” (Taylor and Woodhams, 2016). Additionally, skilled manual roles and administrative roles have largely been replaced by artificial intelligence technology or off-shored to developing countries. 

In 1999, the UK introduced a national minimum wage. All employers must abide by the National Minimum Wage or National Living Wage when paying employees. The National Minimum Wage refers to all individuals under twenty-three years of age, or if you are an apprentice. National Living Wage refers to those who are aged twenty-three and over. The National Minimum Wage and National Living Wages states that an employer must pay a minimum amount on average for the hours worked by an individual. (ACAS, 2021)
All persons must receive equal pay for doing ‘equal work’; therefore, nobody should receive less pay in comparison to the opposite sex if they are doing work rated as equivalent to another person for the same employer.
The Equal Pay Act, originally established in 1970, and since incorporated into the Equality Act 2010, applies to the terms and conditions of employment, specifically in relation to a person’s pay, including; basic salary and/or wages, pension, working hours, annual leave entitlements, overtime pay, sick pay, and any benefits. (ACAS, 2020)  
It is important to recognise the impact that legislation and economic changes, such as National Minimum Wage increases, can have on reward management strategies.

In 1997 the New Labour Government was elected, they implemented policies to decrease collective bargaining within organisations and thus encouraged public sector to implement performance-related pay. Performance-related pay systems link to the achievement of set KPI’s and were thought as a tool that could be used to improve performance and increase efficiency.  
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Various aspects of the corporate environment can influence reward management strategies, such as, employee and employer expectations, organisational culture, the impact of change programmes, and corporate values. The internal factors that can effect reward management strategies can also be heavily influenced by external context, such as, employee expectations. Generally, employee expectations are developed within the organisation, however are influenced by external factors, through discussions with family and friends, and even education. If unfairness is determined through these discussions, it can have a detrimental impact on the psychological contract. (Taylor and Woodhams, 2016)
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Maslow (1943) established a theory of human motivation known as ‘Maslow’s hierarchy of needs’. He concluded there are five stages of needs desired by people. As you can see from the diagram, the five stages include psychological, safety, belonging, self-esteem, and self-actualisation. Of which, are arranged in a hierarchical manner. Once lower level needs (basic needs) are fulfilled, individuals become more motivated by opportunities to achieve the next stage. 

It is considered that effective rewards management strategies motivate employees to excel in their performance. Intrinsic rewards, such as recognition, empower employees and help them to feel valued and appreciated, as a result encouraging them and boosting morale, which ultimately increases organisation productivity. (Munir. R et al, 2016)
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There are various data sources available in relation to reward management including:
· CIPD’s annual reward management survey, which analyses pay positioning, pensions and benefits, and performance-related bonuses.
· Industry benchmarking reports and surveys, such as Incomes Data Services reports.  
The use of national statistics can also be beneficial and help develop insight in reward management strategies, such as, inflation rates, unemployment rates, the number of employment vacancies available within the UK, average working hours, and average earnings. (Taylor and Woodhams, 2016)

Gathering and analysing data in relation to reward intelligence can help organisations establish market trends and therefore adapt their reward management strategies accordingly. 
Concerning analysing data in relation to unemployment rates, inflation and average working hour, they are best gathered from government websites, such as the Office of National Statistics. Using government data helps organisations know that the data they are using is reliable. (Taylor and Woodhams, 2016)
The Office of National Statistics identifies current unemployment rates as follows:
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(Office of National Statistics, 2022)

The above table shows that unemployment rates have been steadily decreasing over the past few years. The reduction in unemployment rates shows that businesses are thriving now more than ever, hence the reason more people are in employment, meaning the candidate market is decreasing. 

When reviewing data in relation to the number of vacancies available we must also consider the positions available, as those roles that are harder to fill usually demand greater reward packages, and vice versa. (Taylor and Woodhams, 2016)
When reviewing data in relation to reward managements we must always be mindful that the statistics can be influence in various ways; international, national and corporate context factors help to mould the ways in which organisations design their reward management strategy. 

When designing reward packages it is also important to benchmark against competitors. This allows organisations to gain an understanding regarding various factors, such as, salaries and pay packages, how to job market is affecting reward management, or what desires and/or requirements stakeholders have. (Taylor and Woodhams, 2016)
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Benchmarking data allows organisations to develop appropriate and attractive reward packages. Insight into this data allows you to understand what a competitor can offer individuals, such as, grade and pay structures or job evaluation schemes.
Using benchmarking insight into grade and pay structures enables you to create a solid pay structure, as well as giving you confidence in pay decisions. Benchmarking pay supports to attract and retain staff as it provide market knowledge regarding key roles. 
Benchmarking allows you to be more successful in recruitment campaigns as salaries and benefits packages are competitive. When salaries and benefits packages are maintained at a competitive level, it usually prevents the organisation from having a high turnover of staff.  (Buckley. M, 2019)

Internal benchmarking can also help to improve and develop the organisation by comparing the organisations historical data. This allows you to recognise; the most efficient and effective practices, use of talents, how to organise tasks effectively, and which processes can be discarded by the organisation. Internal benchmarking can often lead to job evaluation. “Job evaluation is ‘a method of determining on a systematic basis the relative importance of a number of different jobs’.” As grading and pay structures evolve, it helps organisations justify why one job is graded or paid higher than another job. The process assesses individual jobs objectively but without bias or discrimination. Although this process does not determine grades or pay levels, it does establish a hierarchy of jobs that could potentially not mirror perceptions. We must however, be mindful that job evaluation is not an exact measure of the duties performed and neither does it assess an individual’s performance. (ACAS, 2014)
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Extrinsic rewards focus on employee performance, productivity and achievements. They are used to help with employee retention, specifically with high performing employees. Extrinsic rewards tend to be quantitative in nature, i.e. of monetary value. 
Rewards such as bonuses are usually monetary incentives paid to employees periodically if they have performed and achieved set goals. Bonus incentives help to motivate employees and encourage them to concentrate their focus in achieving goals and objectives to ensure they receive their bonus payment. If employees are achieving their goals and objectives, then it is likely the organisation is too, therefore a more profitable organisation. However, as bonuses are based on employee performance, which can be subjective, it could develop bias, in turn discouraging and disengaging employees. (Munir. R et al, 2016)

Pay rise’s for employees is something that is usually achieved due to the efforts of the employee, by obtaining new skills or qualifications, and as a form of appreciation from the organisation. This type of reward is encouraging not only for the fact that it motivates individuals to develop their own skillsets, but is also of benefit to the organisation due to increased knowledge, productivity and performance. This type of reward usually has a long-term positive effect on employees, thus helping to retain staff. However, organisations must be fair and consistent in offering this type of reward to ensure employees do not feel inferior to others. (Munir. R et al, 2016)

Intrinsic rewards are used to make an employee feel happy, encouraged and engaged in the organisation. There are various intrinsic rewards that can be offered. Rewards such as praise and recognition can often be the most motivating for individuals with the ability to enhance their performance.
A good manager will never negate the use of feedback for employees. This type of reward helps to build a strong relationship between the manager and employee, as it is a time for brutal honestly. Feedback offers the employee guidance in relation to their work, whether that be positive or negative, and puts them on the right path moving forward. 
Feedback and recognition can go hand in hand, recognition is a tool used to verbalise an employee’s achievements and boost their self-esteem, which in turn will encourage their contributing efforts. (Munir. R et al, 2016)
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Line managers have the responsibility of integrating reward management policies into day-to-day practices. They must clearly communicate with employees regarding individual, team and organisational values, beliefs, aims and objectives, as well as motivating by communicating reward opportunities. Line managers must ensure they maintain fairness, consistency and engagement in relation to organisational policies, whilst adapting management styles to cater the needs of individuals and teams (CIPD, 2019)

Line managers play a crucial role in enhancing intrinsic rewards; this can be achieved by designing jobs and tasks to support employees to feel a sense of purpose in their roles, as well as providing praise and feedback where necessary. (Taylor and Woodhams, 2016)

Sometimes, line managers do not feel heavily involved in reward management, which can have a detrimental effect on their commitment and engagement. Therefore, HR professionals should consult with line managers and consider their feedback regarding employee performance data, to support reward management decisions. With the support of HR professionals, managers must have a good understanding of pay and grade structures and be given direction regarding where and when both financial and non-financial rewards can be distributed. It is important that line managers receive training in relation to making objective judgements regarding performance and competencies, to ensure rewards are distributed fairly without discrimination or bias.  (Taylor and Woodhams, 2016) 

That said, relationships between HR professionals and line managers are evolving, with responsibilities of core activities shifting from HR to managers, including objective setting. The trend of individualisation of the employment relationship has also increased manager’s responsibilities, such as, decision-making in relation to pay rises, specifically in relation to performance-related pay rewards. Therefore, it is vital HR professionals support and develop managers to provide them with the appropriate skills required to fulfil their role, support with their decision-making, and support and develop their teams. HR professionals must continue offer support and guidance to managers in relation to responses and solutions of HR issues. Working together allows for more immediacy and alignment to business strategy. (Quilliam. G, 2022)

People professionals also must offer training and development opportunities to managers to provide them with necessary skills in relation to; having the ability to communicate reward strategies clearly and effectively, effective people management skills, and the ability to have difficult conversations if necessary. (NHS Employers, 2020)
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> You must ensure the sources of data you use are reliable.

> Allows you tfo benchmark against competitors
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Benchmarking Data

» Benchmarking exercises should be conducted on a regular basis to
ensure an organisation fruly benefits from this process. Ensuring they
obtain consistent, ongoing measurements of core activities to
enhance opportunities to achieve goals and objectives.

» Benefits of benchmarking;

» Keep improving intfernal operations
Understand what is working and what is not
Adapt or improve upon competitors’ practices

Reduce costs by increasing efficiency

Y v v .V

Focus on practices and offerings that promote customer satisfaction
and loyalty
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Extrinsic vs. Intrinsic Rewards

INTRINSIC VS. EXTRINSIC MOTIVATION:
WHY WE DO WHAT WE DO

+ Pay raises
+ Bonuses
+ Benefits
» Prizes

+ Winning
+ Perks

Intrinsic

Because of the ’ | ‘ Because of the
interest and outcome that
enjoymentin will result by
the task itself doing the task
. + Promotions
. y Extrinsic

+ Passion

n & Deci, 2000 @ ADURO.
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Line Managers and HR Professionals
role in Reward Management

» Line Managers responsibilities;
» Clear and effective communication
» Fair, consistent and ‘rronspore'n‘ff ,
» Support with reward decisions lnc:ludlng the design of intrinsic rewards

» Develop individuals and teams in E)fder fo support the achievement of
individual and organisational goals and objectives

» HR Professional responsibilities;
» Provide support, advice and guidance to managers

» Offer learning and development opportunities fo managers fo advance
their skillsets




image22.png
.
%)
€

O
e
wn
)
)
)
—
&
<





image1.png
Reward
Management:
Valuing our People

BY NATALIE GHOSE-DAVIES
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Objectives

» To gain an understanding Reward Management and the impact it
can have on an organisation.

» To understand the different approaches and aspects of reward
management and how to implement the strategy.

» To understand the importance of performance management and
the roles played by line managers and HR professionals in
performance management.

» To understand the business context of reward management.

» The importance of gathering and analysing data to benchmark
yourself against competitors.
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Reward Management

» Employee recognitfion is acknowledging an individual or team'’s
efforts for their work achievements that have helped conftribute to
the organisation’s goals, objectives and values.

» Reward systems enable organisations to show gratification to their
employees.

» Rewards can be financial or non-financial, such as learning and
development opportunities.
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Principles of Reward Management

» Employees are rewarded for their contributions fairly, consistently
and transparently.

» Intrinsic and extrinsic rewards can be offered and even combined.

> Responsiveness to rewards will be dependant on organisational
context and culture.

» Design pay structures and pay progression arrangements that align
with achieving organisational goals and values.




