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Reward for Performance and Contribution Board Report. 
This report will provide the board of GA Pensions guidance on understanding the context and approaches to reward and how these influence organisational and psychological factors. 
Section 1
Principles - AC 1.1
A key principle of reward management defined by Taylor and Woodhams (2022a) is that individuals are rewarded in a fair, clear, and equal manner. Without clear communication there is a risk that the psychological contract may be broken, as employees can have strong opinions as to fair and unfair. Good quality work is linked to human factors and is shaped by suitable reward schemes providing good pay, stability, opportunities to develop and trust in fair treatment (Taylor, 2017).
For reward policies to be effective they should aim to meet the needs of employees, stakeholders, the organisation, and the external market in line with the business context (CIPD, 2023a).  Reward strategies that support and promote organisational cultures and values will help to create increased employee engagement and drive performance. Reward is important to develop a high-performance culture within an organisation; evidence shows that by stimulating and engaging employees overall performance increases (CIPD, 2021). 
As reward is an important driver to organisational performance and culture, it is important to have effective reward strategies in an organisation. Total reward has the means to be a powerful catalyst for cultural change as it can in part emphasise employee empowerment (Cotton, 2023a).  A fundamental aspect of total rewards is ensuring they consist of intrinsic (nature of the role/derived from work) and extrinsic (tangible/transactional) aspects that are informed by the employee voice (Armstrong and Brown, 2019). Whilst there is no singular best practice for strategies or policies for rewards management; it is about regularly redesigning these policies in line with organisational culture and values. Well-designed reward strategies can help improve or even establish employee engagement, thus delivering positive benefits to organisational performance whilst poorly designed or badly executed strategies will negatively impact culture and performance (Armstrong and Brown, 2019). 
The regular redesign of reward strategies is key to making them effective in driving a high-performance culture. For any reward system there is an underpinning legal framework with a number of key areas of law impacting strategies and this would always be a starting point for redesign (Perkins and Jones 2020). By ensuring this redesign is undertaken within the complex interrelationships of the people and the organisation, aligning to strategic aims whilst considering equity across a multifaceted and diverse workforce it can be effective in motivating behaviours (Perkins and Jones 2020). CIPD (2015) research highlights the complexity of getting right reward strategies, as individuals have subjective opinions as to their value and these are influenced by multiple factors, both internal (when comparing to peers) and external (e.g. current economic state).

Implementation - AC 1.2
Initiatives, policies, and practices around reward should be rooted in fairness and equity ensuring impartial application of such initiatives at all levels of the organisation or else risk breaking the psychological contract (Taylor and Woodhams, 2022b). 
It is key to differentiate between equality and equity when implementing reward strategies, as treating everyone equally has drawbacks should the circumstances be different for different staffing groups or levels. Equity emphasises being treated according to one’s own need rather than all being treated equally (Taylor and Woodhams, 2022a). 
Reward strategies are influenced by a number of factors both internal and external to the organisation. The external market and economic climate, along with the intermingled legal framework, influence employers’ ability to manipulate financial rewards. The organisation would need to consider whether their focus for the strategy is centred around internal equity or external benchmarks (Beardwell and Claydon, 2010). 
When considering the appropriate combination of financial and non-financial rewards to offer, GA Pensions needs to consider different motivational factors for their employees. There are several principles and theories that can be applied when considering implementation of reward strategies and policies such as the equity theory or the felt-fair principle. Adams (1965, cited in Beardwell and Claydon 2010) equity theory considers the ‘perceived fairness of rewards and their application’. This theory emphasises the importance of transparency and consistent application of rewards; because if there is a perception that the rewards are not matching the input from the employee the workforce will be de-motivated. Felt-fair principle ensures good employee relations; it postulates that if it feels fair then it is fair, and this is often viewed in relation to pay grades (Armstrong and Brown, 2019). 
The role of the line managers is critical in effectively communicating the impact of decisions to help ensure consistency and fairness along with enhancing the non-financial rewards. Line managers are crucial in enriching the job roles and helping personal development along with ensuring a positive work environment. If line managers are not well versed in the reward strategies it can lead to negative views, inconsistency of application or unfairness especially around performance linked reward structures (Taylor and Woodhams, 2022b). The line manager is key to implementing initiatives and practices to ensure the aims are aligned through vertical integration with corporate goals and horizontal Integration with wider people professionals. 

Impact - AC 1.3
Performance is often linked to reward whether on an individual, team or organisational level. It can be driven by both financial and non-financial factors depending on what the employee values. If designed and implemented correctly, reward can be an effective tool to help achieve high performance through motivation and increased engagement; equally, performance can drive and influence reward strategies (Armstrong and Brown, 2019).
Traditional performance management is broadly grouped into three aspects which forms the performance cycle: planning, progress, and appraisal (Perkins and Jones, 2020). By establishing SMART objectives, individuals can visualise their part in the organisation thus improving performance and engagement whilst equipping managers to ensure fairness by holding people to account for their performance; whether poor or excellent. The appraisal stage is especially important, should the performance rating be linked to reward. However, due to the dynamic technological changes we have seen; more frequent virtual touch points between managers and employees are starting to make more complex the historical use of annualised performance ratings to distribute bonuses; this is causing a shift from the annual incentives to more personalised responses for high performance (PwC, 2021). 
Where an employee is dissatisfied or unmotivated by either the job role or the reward schemes they are less productive, less motivated, and less satisfied. This impacts the performance of the individual, which in turn can affect performance as a whole for a team or organisation (Shields, 2007). Performance management can develop people and provide reward in the widest sense by encouraging job engagement, opportunities to expand skillsets and the chance to achieve; these intrinsic rewards often have more impact than financial rewards (Armstrong, 2006). 
Performance management can help to allow an employee to influence their role design and development plans. This underpins the concept of non-financial reward packages, whereby recognition and development in the job role can be seen as a motivational factor whilst developing internal equity (Armstrong and Taylor, 2104). 
Benefits - AC 1.4
Benefits offered by organisations are varied depending on size, financial resource, and sector of work, although all organisations have a number of benefits required by law, for example, leave entitlement and pay. There are often external factors that will limit the flexibility and competitiveness of financial reward strategies, whether for private practices such as a difficult unstable economic climate or for public sector employers restricted budgets being provided to the organsiations (CIPD, 2015). 
Traditional reward methods include various variable pay based incentives such as team-based reward. The aim of the team-based reward is to encourage collaboration and knowledge sharing to produce best practice. This brings many other advantages such as improved flexibility and a wider focus around organisation objectives (Perkins and Jones, 2020). Team-based reward tackles one of the common pitfalls of individual benefits, because the focus on one’s own performance is very narrow and excludes wider priorities such as team development; it however is not without its own disadvantages. There is a risk with a team-based reward package that higher performers in the team will feel discouraged and demotivated when a lower performer is eligible for the same reward that they are. There is also a higher risk of social pressure to conform to group norms, exposing weaker members to potential harassment (Perkins and Jones, 2020). 
Whilst financial rewards have many positives and pay will always be an emotive subject, in isolation financial rewards will not result in sustained performance and retention. It is seen that intrinsic rewards have higher impact and are longer lasting (Armstrong and Brown, 2019). The cost-of-living crisis has seen employers needing to rapidly review benefit packages to reduce the risk to workers, such as childcare support, or healthcare benefits (Cotton, 2023b). 
Salary sacrifice schemes are a flexible benefit to offer which can range from supporting childcare or purchasing technology or a car. Salary sacrifice schemes offer an advantage to both employer and employees of having exemption from tax and national insurance contributions. A disadvantage of salary sacrifice schemes is the administrative burden and the potential liability should an employee be allowed to take out multiple schemes which then leave their net pay below national living wage or national minimum wage and risk financial hardship for the employee (Perkins and Jones, 2020). 
Employee Contribution and Organisational Performance- AC 1.5
There are many reasons an organsiations may implement a reward strategy, however in the main it is to secure, retain and motivate (Perkins and Jones, 2020). As different people are motivated in different ways; it is important to recognise this is also the case in the workplace. Employees will value different types of rewards for their contribution to reaching organisation objectives. 
Reward is largely split between two categories intrinsic and extrinsic. Extrinsic reward is centred around tangible quantitative measures such as monetary incentives or non-cash benefits such as company cars (Perkins and Jones, 2020). Intrinsic rewards on the contrary are qualitative in nature and are focused on the working environment and/or development and are highly influenced by the psychological contract and working relationships between employer and employee. 
Vroom’s expectancy theory (1964 cited in Taylor and Woodhams, 2023b) combines three individual elements: expectancy, instrumentality and valance which inform the development of the psychological contract, setting out believed entitlements based on the others’ contributions. These motivational theories concentrate on what and how people are motivated and how this motivation impacts organisational performance. 
Whilst economic theories evidence that pay can be a good extrinsic motivational factor to achieve desired performance, social psychologists suggest that the intrinsic rewards are more long standing and can be more effective in improving and maintaining the employee employer relationship and establishing psychological safety in the long term (Taylor and Woodhams, 2023b). 
Motivational theories propose a linkage between job satisfaction, motivation, and performance. Should the combination of both intrinsic and extrinsic rewards be deemed to be fair and valuable an employer will see an improved engagement, higher performance and positive cultural behaviours becoming embedded in return but should there be a sense of inequity these aspects will become negative, and performance will diminish (Gagné, 2014). 
Business Context of the Reward Environment- AC 2.1
The approach to reward strategies and scope of flexibility in such packages will be highly influenced by the sector in which the organisation operates, be it public, private, or voluntary.  As total reward involves both intrinsic and extrinsic aspects, the perceived advantage of flexibility with resource that private sectors may have over public and voluntary sector organisations may be less of an impact (Taylor and Woodhams, 2023b). Where there is a fixed wage bill, employers need to be more flexible around reward design to attract, retain and motivate staff (Taylor and Woodhams, 2023b). 
In relation to pay, most public sector organisations are mandated to offer as a minimum the national living wage, whereas private sectors may offer only the national minimum wage. Private sector organisations are more heavily reliant on the labour market to inform fiscal rewards and the accuracy of this pricing is dependant on robust data and the quality of job matching (Armstong and Brown, 2019). When utilising market price to help inform pay reward structures it is prudent to ensure the area of work is not one where traditionally there has been discrimination. Should there be discrepancies in pay between genders where work is being carried out of equal value there is a risk to the organisation of a claims being brought under the equal pay legislation (Armstrong and Taylor, 2019). 
When assessing the rewards package in line with their business it is critical to understand what employees feel are valuable rewards as the aim of any reward strategy is attraction, retention, and motivation; by increasing employee engagement, performance improves, and psychological contract strengthens. 

Benchmarking for Insight - AC 2.2
A primary consideration when analysing benchmarking data, whether internal or external, for rewards is the type of data and the granularity of detail for each group being analysed (Taylor and Woodhams, 2023b).  Datasets need to be relevant, scaled to be comparable to your own organsiations and up to date. In some cases, data is collated from differing survey periods; work must therefore be done to age the data in order to allow the disparities to be reduced and ensure the data is comparable (Perkins and Jones, 2020).  
To undertake a market rate analysis, benchmarking of pay rates, salary structures and external comparators are essential (Taylor and Woodhams, 2022b). To ensure accurate information the market rate of pay needs to be considered in conjunction with performance information, geographical regions, and current skills within the labour market in order to allow good and usable insights. 
There are many different sources that people practitioners can utilise when collating data to inform reward strategies. The CIPD produce an annual survey to measure reward management, which address more than just the pay aspect of reward. Alongside these there are commercially generated reports and surveys giving both public and private sector datasets to analyse (Taylor ad Woodham, 2023b). There are four main sources of pay data identified by the CIPD (2023d) which are published data, pay clubs, special surveys and consultants’ pay databases; all of which have limitations and benefits to consider prior to use.
There are two forms of data gathered for benchmarking, analytical and non-analytical. Analytical usually will enable more accuracy when under scrutiny but is still based on a broad approach, whereas non analytical data is collected based on key word or job title, thus being problematic due to the span of such a comparator (Perkins and Jones, 2020). 
To ensure any changes are operative and truly reflective in relation to the role, business needs or pay; the skill to effectively evaluate and interpret the data gathered is essential (CIPD, 2023b).
Using Insights to Develop - AC 2.3
People professionals within the organisation can analyse trends that would help inform and highlight the impact of decisions by building an evidence base. People professionals can link performance of employees, whether individual or teams, to reward decisions. They are able to evidence where certain reward packages have impacted both negatively and positively on the organisations performance and culture (Taylor and Woodhams, 2023b). 
Insights developed will differ from organisation to organisation as well as team to team, largely depending on sector and types of roles. Where a team-based reward may encourage teamwork and collaboration in one department, in another, where there is high demand for specific skillsets in the labour market it may take a higher salary base to attract and retain staff with the requisite skills (Taylor and Woodhams, 2023b). By using robust and credible data, market positioning and internal/external pay comparisons employers will be able to develop appropriate reward packages to attract and retain employees whilst also ensuring affordability (Marchington, 2021). 
Reward practices need to respond not only to their internal insights gathered through employee voice but also the increased demand legally and socially for transparency and consistency in pay and equity (Taylor and Woodhams, 2023b). Transparent pay structures and well-established job evaluation methods will help to establish fairness; however, it is argued that analytical job evaluation limits the ability to be flexible (Marchington, 2021). 
Types of Job evaluation can be either non-analytical or analytical. Analytical schemes are seen to be more rigorous in their analysis of content, factors and competency base and can be a potential defence against equal pay claims; non analytical schemes conversely are more flexible and simpler classifying by job or paired comparison ranking (Perkins and Jones, 2019). 

Section 2
Legislation - AC 2.4
Reward systems are underpinned by a legal framework with major areas such as national minimum wage and national living wage, equal pay, contract s of employment and pay gap reporting impacting the reward relationship (Perkins and Jones, 2019). 
There are a number of definitions where pay falls under the ‘equality of terms’ in the Equality Act 2010 that will impact reward strategies; these include (not limited to); sick pay, non-discretionary bonuses, access to pension schemes and associated benefit to pension schemes and performance-related benefits (Perkins and Jones, 2019). The law on equal pay gives a man or woman the right to be paid the same as their opposite gender if they are employed on like work, work rated as equivalent or work of equal value (Daniels, 2022). Like work refers to work of broadly the same nature, work rated as equivalent is where the role is marked equivalent when reviewed under an analytical job evaluation process and finally work of equal value have common terms however is difficult to determine (Daniels, 2022).
GA Pensions need to be aware that to comply with the Equality Act 2010 (Gender Pay Gap Information) Regulations 2017; all organisations private, voluntary, or public with over 250 employees must produce a gender pay gap report annually (GOV.UK, 2017). Along with the gender pay gap reporting there are regulations introduced from 2018 that required the pay ratio between the median UK Employees and the company’s CEO (CIPD, 2020). 
The law also requires that certain rewards and benefits such as sick pay, maternity, paternity and adoption leave, as well as annual leave are mandated by the employer to all employees (Taylor and Woodhams, 2022b).

Performance Management- AC 3.1
Performance management is a tool to link individual, team and business goals underpinned by a range of practices such as 360 feedback, appraisals, and objective setting (Hutchinson, 2013). It is a continuous process of developing the performance of employees and teams in line with organisational strategy whether informally through good leadership or as a formal system (Armstrong, 2021). Full formal systems will include reviews, reflective thinking, and evaluation key performance indicators (KPIs) as well as agreeing ‘SMART’ objectives (Specific, measurable, agreed, realistic and time-related) to develop and achieve personal goals and contribute to organisational performance (Armstrong, 2021). Whilst performance management sets out objectives and drives improvement in performance, it can also make employees own the responsibility for their own development by linking it to career progression and other rewards (Gifford, 2022).
A key aspect of effective performance management is regular conversations and feedback. There is evidence to support that the psychological and behavioural reactions to the feedback will impact on how much it is taken onboard and utilised to improve performance. Should the feedback cause a negative feeling, then the employee is likely to be de-motivated and become disengaged thus lowering performance (CIPD, 2016).
Performance appraisals are a traditional approach to performance management; whilst they are primarily intended to boost morale, evaluate opportunities for continued professional development and improve communication, they are easily seen conversely to this especially if linked to reward (Taylor and Woodhams, 2022b). More often there is criticism around the annual appraisals and the feel of the tick box exercise, HR Disrupted (2023) propose the use of coaching and feedback being embedded into the culture of the organisation to be more effective at establishing good conversations, enhancing the performance of the employees, and empowering them to own their performance.  
As there is no single best practice to the approach utilised by organisations for performance management; GA Pensions should develop flexible performance systems allowing continuous cyclic review and can adapt to changing strategies and priorities allowing feedback whilst ensuring performance measures are relevant to employees roles (Gifford, 2022). 
Role of People Practice - AC 3.2
As reward methods have become more complex especially in relation to pay, there is more emphasis on people professionals to support line managers in understanding the importance of clearly communicating the strategy and ensuring effective implementation (Brown, 2014). 
Total reward packages are likely to fail if there isn’t sufficient support from line managers, as such people professionals are key to ensuring managers are able to educate and communicate the value of reward packages being offered by the organisation along with why these particular rewards have been chosen (Cotton, 2023a). 
Line managers are a critical part of reward strategies and performance management systems; they are able to enhance intrinsic rewards, enable employees to feel a sense of purpose through development and job enrichment (Taylor and Woodhams, 2022b). GA pensions need to be aware of the risk that line mangers may not feel part of this process or may lack the ability to deal effectively with demands of their role in reward processes if there has been a lack of training or infrastructure to support them. Should the people professionals restrict the autonomy of line managers to follow processes or make decisions in relation to reward, managers may become disengaged, unmotivated and be left feeling untrusted and disempowered thus breeding a negative culture between managers and people professionals (Armstrong and Brown, 2019). 
People professionals need to ensure that line managers are equipped with the ability to make ethical decisions around reward and relative levels of performance without applying unconscious bias and ensuring evidence based objective reviews are documented through insightful interpretation of performance data gathered and good conversations (Taylor and Woodhams, 2022b).   
GA Pensions people professionals’ play a key role in empowering managers to support and manage poor performance, pinpoint high performers as well as being able to apply policies transparently, consistently, and effectively around compliance, performance, and reward to their teams (Armstrong and Brown, 2019). 

Making reward Judgements - AC 3.3
Line managers have a critical part to play in reward judgements as they are the ones who have the most interactions and contact with employees and can evidence by example the fairness, consistency, and transparency through reward processes (Taylor and Woodhams, 2022b). Where there are well trained managers who are confident and aware of organisational policies whilst being granted an appropriate level of autonomy; non-financial rewards such as work-life balance are able to be managed in a clear way, which in turn fosters a positive working environment. Should the line managers not receive adequate training or be unsupported in their decisions relating to reward then processes, will be adversely impacted along with the managers themselves being disengaged (Taylor and Woodhams, 2022b).  
Managers are also the gateway for senior teams to understand if reward packages are suitable and achieving the desired effect of retaining and attracting staff. By utilising the performance data line managers gather and have access to, there can be an assessment of where and how reward packages are impacting and in what way, positive or negative (Taylor and Woodhams, 2022b). 
As managers assess performance in differing ways, it means that the methods of judgements around reward also differ. If one takes a traditional outcome driven performance review as their assessment then performance against key performance indicators (KPIs) will determine the reward. However, if utilising a more continuous approach to performance management; including aspects such as 360 feedback, mentoring and coaching to achieve goals then it may be a combination of outcome and behavioural achievements that determine the appropriate reward (Armstrong and Brown, 2019). 
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