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Introduction
The following presentation has been designed to evaluate the principles of reward and its importance to culture and performance management and how policies and practices are implemented.
We will look at how people and organisational performance impacts approaches to reward and the different types of benefits that your organisation could offer. 
We will also look at the most appropriate ways in which data can be gathered and measured to help create reward strategies and packages.
The information in this presentation has been designed to inform and shape ideas with regard to reward and contribution and how it could be introduced into your organisation.
The presentation has been designed with you, Senior Management, in mind. It will allow you to understand the purpose and place for reward within your organisation, how it can be utilised to improve productivity and how your role fits into shaping it.
Word count NA not included in word count











Explain what is meant by Reward and the importance to organisational culture 1.1 
1.1 Evaluate the principles of reward and its importance to organisational culture and performance management.
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 (1.1)
Reward is used as a tool within organisations to attract new employees and retain existing ones. Employers have a difficult task in understanding how best to tackle this as people have different motivators. Intrinsic motivation results from internal factors such as feeling valued and appreciated, whereas extrinsic is the motivation from external factors such as pay and benefits (Waite, 2021).
Reward, in the form of ‘total reward’, is an approach that organisations take to encompass the ‘whole package’ of rewards (both financial and non-financial). (Waite, 2021). Alongside a salary, total reward offers non-financial incentives such as learning and development, flexible working and a positive working environment. 
It is important that organisations are fair in their approach to reward and that they are consistent and transparent with their reward schemes. The clarity and fairness of a reward system will create a culture of trust within an organisation, which is also another form of reward for employees.
Performance-related schemes, where an employee is rewarded financially for achieving performance objectives, is a common method of employee reward. A bonus scheme often provide a lump sum for achieving a set goal, for example hitting a sales target. A commission based reward is usually based on sales whereby the employee receives a rate for the more that they sell, an example could be commission based on the sale of cars therefore incentivising the employee to sell as many as possible at the highest price (Waite, 2021).
Another reward that is used is the enhancement of statutory rights such as an enhanced maternity package. This enhancement can provide financial security for an employee therefore proving to be an important incentive. Enhanced pension packages also offer the same financial security. 
Whether an employee is motivated by intrinsic or extrinsic factors, a reward is always a good way to motivate someone as reward in itself is showing recognition and appreciation of employees.  However, badly designed pay systems can demotivate employees.
The term ‘Reward’ covers financial and other benefits offered by an organisation. Fixed pay is the amount offered to an individual upon completion of a set number of hours worked whereas variable pay could offer a bonus, overtime or other incentives (CIPD, 2021).
The reward strategy within an organisation should create a positive experience within an organisation and should be tailored to suit the employees (CIPD, 2021). The reward offered should be fair and communicated clearly to all employees and should reflect the effort that an employee has made. 

Word count 411


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 
Explain how policy initiatives and practices are implemented 1.2
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(1.2)
Fairness is the equal treatment of all, acting without bias and it involves being even-handed. Unfair treatment of another is when someone is dealt with in a less favourable manner than another (Armstrong, 2021). In 1961 Jaques coined the term ‘felt-fair principle’. This principle was the idea that reward systems should be fair and in line with the effort or level of responsibility that someone demonstrates. 
There are three perspectives of fairness in relation to pay:
1. The fairness of pay outcomes – how the pay budget should be distributed (distributive justice).
2. The fairness of the process used in making pay decisions (procedural justice).
3. The quality of the treatment people receive when procedures are implemented (interactional justice).
(Cotton, 2021)

From fairness in the workplace, employees feel valued and appreciated resulting in trust towards the organisation. However, if a reward system is deemed unfair then it can have the adverse effect.
The role of line managers in reward is to implement the reward practices (NHS, 2020). They communicate the incentive to staff and regularly monitor how the staff perform. The policies need to be equitable and consistent with each member of staff being able to achieve them. The reward packages also need to be competitive with other organisations to retain and recruit. If a competitor offers a better reward package then employees and potential employees may choose another organisation. Line managers are crucial in moulding the culture of an organisation and a positive culture is a reward in itself.
The reward strategy needs to be competitive with the external labour market to remain competitive and to attract the best candidates. The pay structure within the organisation should reflect the same format that is apparent in similar organisations (Armstrong, 2021). 
When developing internal reward policy, pay levels need to be considered. This should be based on how well an employee has worked and how they have met their objectives. The policies developed need to take into account the budget within the organisation. The design and structure for the pay awards need to consider the organisations ability to pay, also rates of inflation and the rates in which competitors are paying (CIPD, 2021). 
Pay progression is also something to consider when designing policy and process. A design needs to be implemented to evidence work completed by an employee and an assessment of some kind against set objectives. Pay progression needs to state exactly what bonuses will be offered and this needs to be competitive with what is offered by competitors. The legality of the policy needs to be adhered to and all policy create must be fair and legal, ie meeting National Minimum Wage (CIPD, 2021). 
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Explain how people and organisational performance can impact on the approach to reward 1.3
(1.3)
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Performance management is the assessment of how well an organisation (or individual) is working. It is looking at the relationship between ‘people working in the enterprise and the value that they deliver,’ (Glifford, 2020). Performance is very important to an organisation as it assesses how well objectives are being met. Rewards are often linked to performance, such as meeting targets to receive a bonus, therefore the organisation will need to consider this financial expenditure if many employees are due reward (Armstrong, 2020). However, the expense could be offset by the revenue generated from targets being met. Improved performance should correlate to an improved organisation and higher turnover. 
Organisations have to work within their own financial standings and if they are not generating enough revenue to allow for financial rewards then other options must be considered. A substitute reward could be an extra time off work as it wouldn’t cost the organisation more, yet the employee is receiving a reward (Davies, 2022).
Organisations need to be mindful of external pressures and what competitors are offering. At present the employment market is in the favour of the employee therefore the reward packages need to be enticing to bring in new recruits. A suggestion to help determine the reward strategy would be to create a PESTLE analysis to understand what is going on externally.			
Word count 221
Compare the different types of benefits offered by organisations and the merit of each. 1.4 (1.4) [image: ]
Getting the right balance between reward and the benefits to the organisation is quite a challenging task. Pay benefits such as enhanced sick pay and maternity/ paternity pay have positives and negatives. The incentives to the employee are that these benefits can provide the employee with a sense of security (Taylor, 2016). A very real worry for employees is if they become sick whilst still in work and only being entitled to Statutory Sick Pay, which currently stands at £99.35 per week for 28 weeks (HM Government, 2022). This could pose a very real worry for an employee. 
For the organisation, the benefits would be that this could retain staff and improve wellbeing therefore creating a positive culture and retaining knowledge within the organisation. Hopefully, employees will not need long term sick and therefore the organisation would therefore not be required to fund this. A negative to the organisation is that employees could take advantage of this and use some sickness leave as additional annual leave.
Similarly, enhanced maternity/ paternity leave is also a positive for employees which increases wellbeing and loyalty to an organisation. Employees may want the option to start a family and receiving this support from their employer would make for an attractive reward. A negative for an organisation could be if a person has many children and therefore this could be an expense for many years. 
Bonus schemes and commission are real financial incentives for employees who are motivated by financial reward. This could be a way in which employees could make extra money therefore they would work harder and produce higher sales to reach bonuses or generate more commission (Taylor, 2016). This could improve employee engagement, motivation and commitment to the organisation. 
A positive for the organisation could be that it increases profit and sales due to the incentives offered. However, it is important to ensure that the commission/ bonus rewards are not too high to cause financial implications to the organisation. 
A pension is a reward that can retain an employee for great lengths of time as they buy in to their future. Offering a healthy retirement package for employees can make them feel safe and it offers protection for families as they can be inherited by family members (Taylor, 2016). The negative for the employer is that they have to pay into the scheme too. However, this is a legal requirement now so this is something that they would have to adhere to anyway.
There is a legal minimum entitlement for holidays which organisations must adhere to, but an enhanced package is seen as a welcomed reward for many employees. Greater allowances for time off will improve employee wellbeing and a more positive culture. However, this is an annual commitment to an organisation and, although it won’t cost an organisation more, it will mean that there are less staff members within the organisation for longer periods within the year. 
The offer of a healthcare package to employees is ensuring the welfare of the employee and it could make them feel more valued. It could have the advantage to the employer that the welfare and health of the employees will be better, resulting in reduced levels of sickness. However, the organisation needs to ensure that they can afford this reward as it is costly (Taylor, 2016).				Word count 552
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 
Assess the business context of the reward environment. 2.1
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(2.1)
In terms of creating a reward we need to look at the business context. Firstly, the organisation needs to assess the impact of the reward on productivity. The impact needs to be positive to be worthwhile introducing for an organisation (Armstrong, 2020). It is important that any reward system that is introduced coincides with the overarching HR strategies of the organisation.
The environment that the reward creates should have a positive impact on the growth of the organisation and therefore improve the culture and value for employees (Cotton, 2022). When thinking about reward it is important to consider all stakeholders in the organisation.
With a reward package, consideration to how it will attract and retain talent within the organisation is extremely important. An organisation needs to attract and retain talent for innovation and to remain competitive (Cotton, 2022). The reward strategy needs to be competitive so that it attracts the talent needed and promotes the brand in an attractive way.
Due to the increase in employee demand at present, it is important to implement a reward strategy which does not differentiate between regions. Since the global pandemic, workers have been given the freedom to work remotely. Where an employee is located is no longer an issue in the business world and that means the organisation is not limited to a specific region and can also recruit internationally. It is important that the organisation remains competitive globally as to attract the finest talent. 
Word count 242
Evaluate the most appropriate ways in which benchmarking data can be gathered and measured to develop insight. 2.2
(2.2)
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“Benchmarking is the process of obtaining evidence of HR practices in other organisations to provide guidance on reward initiatives and improvements”, (Armstrong 2020). 
The collection of data used for benchmarking is very important to measure effectiveness of a reward system. There are two types of data that can be collected: qualitative and quantitative. Qualitative is more in-depth and varied whereas quantitative can be quantified and easily transferred into meaningful information.
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Data can be collected in large quantities from surveys and can be analysed to spot trends and patterns. This can help influence an organisation on decisions to be made with regards to reward strategies. Large organisations such as the CIPD, Deloitte and PWC collect data using this method (Armstrong, 2020). Surveys are cheap to conduct and result in masses of data which can be quantified. 
Qualitative data gives a more in-depth study into reasoning behind trends. This can be costly and time consuming to gather and by the time enough data has been gathered to be able to impact a reward strategy, it can be out of date. 
Using quantitative data in benchmarking is, quick, cheap and gives results. Benchmarking is important as it gathers evidence to influence strategy. Evidence based practice is important to correctly establish where the organisation is and how they can plan to move forward to change things (Armstrong, 2020).
Word count 224

Develop organisational reward packages and approaches based on insight. 2.3
(2.3)
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It is possible to develop organisational reward packages based on benchmark data collated. Due to the nature of the working world today, it is important that any reward package that is created is based on total reward (the concept of reward in forms other than financial reward) and not just financial reward (Waite, 2021).
The CIPD, last month, published a report into the findings of its study on Flexible and Hybrid working practices (CIPD research, 2022). The report detailed:
		Today, more than half (51%) of employees say they have flexible working `		arrangements in their current role, and this number looks set to grow. In the 		last six months, more than a third of organisations (37%) have seen an 			increased in requests for flexible working.
(CIPD research, 2022)
This statement alone could greatly influence how a reward system is created. The feedback suggests that most employers are already offering a hybrid approach to working, to remain competitive it would be a logical approach to include hybrid working as a reward incentive. Since the global pandemic, people are more concerned about their wellbeing and work life balance than financial reward which is a significant shift. Using this benchmarking data is invaluable in shaping a reward strategy.
The CIPD have also made recommendations from their study which are:
·  allow workers to request flexible working from day one of employment
·  raise awareness of different forms of flexible working
·  consult with employees when designing flexible or hybrid working practices
·  assess risks based on equality and inclusion
·  provide support and training for managers
·  focus on outcomes, rather than being ‘present’ in the office
·  invest in appropriate technology
·  maintain a strong focus on employee health and wellbeing
·  implement plans to avoid overworking and burnout
(CIPD research, 2022)
These recommendations should be used to shape any reward strategy.
Word count 301
Explain the legislative requirements that impact reward practice. 2.4(2.4)
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Reward practice has to adhere to the legislation that governs employees. The Equality Act 2010 ‘gives the right for a woman to receive the same pay and benefits as a man (and vice versa) where equal work is done’, (Armstrong, 2021). The law provides equality of pay regardless of gender for like-for-like work. The reward practice needs to ensure that both men and women are treated equally in any kind of reward scheme, this should apply to total reward and not just the financial element. 
Another piece of legislation that is relevant to reward practice is the National Minumum Wage Act 1998 (and National Living Wage 2016). The NMW Act set out minimum rates of pay for the following categories of employees:
· People aged under 18
· People aged 18 – 20
· People over 21 					(Armstrong, 2021)
An addition was introduced in 2016 for workers over the age of 25 which is the National Living Wage. This legislations is a legal requirement which must be adhered to when discussing reward practice. 
The Working Time Regulations set out in 1998 are also regulations that reward practice must consider and adhere to when strategy is being implemented (Suff, 2021). The basic rights are as follows:
· A limit of an average of 48 hours a week over a 17-week period which a worker can be required to work.
· A limit of an average of 8 hours work in 24 hours which night workers can work.
· A right to 11 hours rest a day.
· A right to a day off each week
· A right to an in-work rest break if the working day is longer than 6 hours. 
· A right to 28 days paid leave for full-time workers per year.
(Suff, 2021).
Word count 286

Evaluate the impact of getting a rewards strategy right to contribute to organisational performance. 1.5 
Assess the contribution of extrinsic and intrinsic rewards to improving employee contribution and sustained organisational performance. 1.5
(1.5)
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According to Khern-am-nuai, (2018) an extrinsic reward is a financial reward such as a bonus or salary increase. The reason that this form of reward is deemed extrinsic is because ‘they are external to the completion of the work itself and are controlled by other people not employees’, (Khern-am-nuai, 2018). An extrinsic incentive can be an initial attraction to a post or organisation but it is likely to not continue to motivate the employee any further unless the financial incentive continues to increase. 
Although an extrinsic tool may not be the best way in which to retain an employee, it is a powerful tool nonetheless. If an employee is scoping the market for other opportunities, a healthy extrinsic reward can make them decide to join the organisation and become a new recruit. 
In order to retain the employee, an intrinsic approach is needed. Intrinsic rewards are the psychological rewards that employees experience when their work is of significant meaning and they are good at it. An intrinsic reward is good motivator as it is a significant factor in improving wellbeing. Intrinsic reward is also beneficial to the organisation as it breeds innovation, problem solving and improvisation, (Khern-am-nuai, 2018). An intrinsic reward can motivate employees to work hard and contribute more to the organisation as their achievement triggers an emotional response. However, when the intrinsic reward is not appropriate it can have the opposite effect and a negative response is stimulated.
Both extrinsic and intrinsic reward have a positive impact on organisational performance as individuals are motivated by different things. A combination of the two should be considered when shaping a reward system.
Word count 272
Compare different approaches to performance management and how these can be used by line managers to make effective reward judgements. 3.1, 3.3 
Assess different approaches to performance management. 3.1
(3.1)
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Performance management is ensuring that employees contribute to the organisational objectives and goals. Performance management aims to hold people accountable for their performance as it is linked to reward (CIPD, 2020). 
There are many different approaches to assess performance. Bloom et al (2021) states that in both the public and private sector, productivity was up 23% (over 10 years) after monitoring the following:
· Targets - Individuals are set ‘tough but achievable’ objectives to achieve by benchmark dates.
· Incentives – Employees were given sufficient incentives in the form of praise, recognition, payments or career development opportunities to make it work their while achieving their targets.
· Monitoring – The organisation collects and analyses performance data so as to enable it to identify where improvements can be made. 
								(Taylor, 2016).
An organisation can manage performance by looking at the key objectives that are associated with ‘an individual, team or organisation’, (CIPD, 2020). The management of this can come from assessing SMART targets and KPIs which are quantifiable and will be able to demonstrate performance. 
The study of the employee in performance management will allow the organisation to understand the individual performance. One method that is particularly popular is the 360-degree review. This process is a review from different people within the organisation, such as peers and subordinates alongside managers (Taylor, 2016). The feedback tool provides differing perspectives which should give a balanced assessment. It is a cheap and effective method of performance management. However, obtaining feedback from so many people can often be difficult. 
Appraisals are also used to assess the performance of individuals. Generally, a SMART objective setting approach is taken which provides a consistent approach for all employees. The competitive market has become more turbulent in recent years and this approach may not be suitable as we can no longer plan so far ahead, (Taylor, 2016). 								
											Word count 303
Explain how line managers make reward judgements based on organisational approaches to reward. 3.3
(3.3)
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Internal and external factors shape how organisations approach reward. According to Taylor (2016), ‘inflation, rates of economic growth, labour market issues and increases in individual domestic expenses’, play a role in dedicing how to approach reward. These help to form organisation policies and objectives which influence how line managers make approaches to reward. 
Often, a reward package is created around the need for the role. If a role is particularly difficult to fill then, quite often, the reward package will need to be more enticing to retain or recruit new employees (Taylor, 2016).
Line managers often use an evidence-based judgement to assess how well individuals have performed at their role. This may include obtaining evidence on targets met, customer feedback, meeting of objectives and even 360 review feedback (amongst others). Line managers have to be seen as issuing reward fairly and the use of reward linked to evidence-based judgement is imperative to remain fair. 
Line managers make judgements through a variety of different methods such as appraisals, KPIs, results from a 360 review and reviewing productivity against set goals. Line managers also monitor progress on a regular basis with catch-ups and addressing issues as they arise and therefore can get an overall judgement of their performance as a whole (Armstrong, 2021). 
Word count 211

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. 
Review the role of people practice in supporting line managers to make consistent and appropriate reward judgements. 3.2
(3.2)
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Line managers need to be able make decisions in relation to reward and therefore need to be supported by people professionals to ensure that correct judgements are made. Line managers need to be trained to ensure that they deliver reward with the same, consistent and appropriate approach. In order to achieve this they need to receive regular support and the correct training to be able to make the correct judgements (Armstrong, 2021). Line managers need to be able to deal with underperforming alongside the skills to judge reward in accordance with organisational goals and in a fair manner.
Line managers need to have the support from senior management to create and utilise tools for assessing performance. All documentation (such as appraisal systems and 360 reviews) that are already in place need to be up to date and compliant with legislation. If new tools are to be developed then line managers should be supported, or at least verified, by senior leaders to support and guide the decisions that line managers are making. Senior leaders need to be supportive of line managers roles within the reward scheme and need to support their decisions (Armstrong, 2021).Senior leaders need to support line managers with their ownership of intrinsic and extrinsic reward strategies and encourage ownership of these ideas. 
Word count 214


















Summary
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The importance of reward within an organisation is an essential tool in the recruitment and retention of staff. The design, implementation and judgement of reward packages has to be carefully designed in accordance to internal and external factors to appeal to and retain talent.
The role of the Line Manager, and yourselves as Senior Managers, is very important in ensuring a fair, appropriate and legal reward structure. Good communication and planning skills are needed to develop a successful reward strategy. 
The employment climate that we find ourselves in is no longer about financial reward alone. The employee is now looking for more intrinsic rewards than before as people are reassessing their lives and realise that they want to spend more time at home and work when it suits them, and not when it suits their employer. To recruit and retain the best talent, this needs to be taken into consideration when developing a reward strategy. 
Word count NA not included in word count

Word count (written notes and slides) 411 + 444 + 221 + 552 + 242 + 224 + 301 + 286 + 272 + 303 + 211 + 214 + 415 = 4096 / 4290
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