5HR03 - Reward for Performance and Contribution 
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Explain what is meant by Reward and the importance to organisational culture 1.1
0. Evaluate the principles of reward and its importance to organisational culture and performance management.
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Total reward highlights the range of benefits within a company. It underpins the culture and objectives of a company. The reward package encourages and promotes employee engagement, which in turn will improve the performance of the business. The total reward can be introduced incrementally and with employee engagement can often be non-monetary and inexpensive. E.g., An extra day’s holiday for every year an employee spends at a company. Listening to the employees and what they want from the reward can often deliver the best results. It may be that rewards are already in place, 
but they need to be highlighted as a reward and added to the total reward package. 
Rewards can be extrinsic (tangible) like pay, bonuses or intrinsic (intangible), where an employee’s rewards are psychological, as they gain reward just by making a meaningful contribution through their work. Extrinsic rewards have dominated reward schemes for a long period of time, though intrinsic rewards are now becoming more prevalent, as HRMs look at the culture and employee engagement within companies. (Hajduk, 2017)
It is important to bear in mind that whilst high levels of pay may attract the right candidate to a business it will naturally demotivate others around that person. If their salary is far greater than theirs and they feel their job is just as important and of benefit to the company that instantly you will have a demotivator. 
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Hertzberg theory works well here. He understood that there was a strong interrelationship between how an employee was feeling and how their feeling would affect their work performance, and vice versa. Therefore, intrinsic rewards would often work better. By engaging your employees and looks at intrinsic rewards it creates a motivational environment which improves job satisfaction levels. Therefore, organisations need to reinforce and support employees’ expression of ideas to contribute to the growth of a company and the effectiveness of the workforce. (TheMindToolsContentTeam, 2021) 1.1

Compare the different types of benefits, how organisational performance can impact the approach to reward and how they can be implemented. 1.2, 1.3, 1.4
1.2 Explain how policy initiatives and practices are implemented. 
Job evaluation and market pricing is important for an organisation to implement regularly to ensure fairness and to attract the right staff. Job titles can often be misleading so evaluating the role it’s a clearer approach for all. An evaluation can be used when determining pay grades within a company and comparing pay grades externally across other businesses. By conducting an internal evaluation HRM can confidently state that the person on a particular grade is there based on their execution of the role and not any bias. They will also be able to determine whether the role is graded at the right amount based on other companies grading for those job duties. 
By implementing such practices into a company, the People Professional will achieve fairness, equality, consistency, and transparency for all stakeholders. 
The felt-fair system devised by Jaques in 1961, claims to accurately predict who would be satisfied and who would be unsatisfied with their pay based on the felt-fair principle. It states that pay systems will be fair if they are seen to be fair. Duties within a role should be graded and a pay decision made based on the role and not the job title or person within that role. Only then will it be deemed as fair and equal. (Armstrong, 2007) 1.2
1.3 Explain how people and organisational performance can impact on the approach to reward. 
Employees are the competitive advantage for most businesses. Therefore, it is essential to have the most efficient employees performing in key roles.  Performance can be measured in Key Performance Indicators (KPI’s). They will vary depending on job role and company objectives. It is important that all employees firstly understand what is expected from them and supply them with the tools to make that happen. Correct training and implementation will set them in good stead to deliver. However, it is important to engage with the employee on their KPI’s; whilst they may suit the businesses objectives, they must be obtainable. Monthly check-ins are a great way to monitor that objective are being met but also to ‘check-in’ with the individual on any concerns they have. They need to be motivated and sometimes KPI’s will not achieve that for them. Are they outdated, too hard to reach, too easy to reach? Performance management aims to monitor, maintain, and improve employee performance. Getting the best from a team will deliver the best results for the business. 
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Description automatically generated] Maslow devised a theory that humans naturally partake in tasks based on their motivational stage. To move to the next stage a person must satisfy a stage before moving onto the next. Visualised as a pyramid, Maslow believed the most important to a human was basic needs, then psychological fulfilment, belonging and esteem then then self-fulfilment. (Walker & J E Miller , 2020) Therefore, it is so important for performance management to meet both the needs of the company and the individual. 1.3
 
1.4 Compare the different types of benefits offered by organisations and the merits of each. 
It is easy to understand the basic employer contract with an employee. Agreed hours equates to a monthly pay each month. But is it the additional benefits that engages and retains employees and not the basic pay slip each month.  
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Conclusion: With incentive packages in place, the workforce will be motivated and naturally work to the best of their abilities with the support of the company. It is important to create employee incentives and packages as it will motivate current staff and show that the company is willing to invest in their workforce and their importance to the company. This is turn will attract the best talent. Whilst incentives may differ throughout the company, it is important to be mindful that incentives need to be fair and promote equality across the company. 1.4
Provide examples of how the business context, benchmarking data and legislative requirements contribute to the design of reward strategies. 2.1, 2.2, 2,3, 2.4
2.1 Assess the business context of the reward environment. 
Conducting job evaluations will provide suitable benchmarking pay grades for different job roles. Whilst private sectors can conduct this research and act on the pay grades for these job roles the way in which public and private sectors approach reward will differ dramatically. The public sector will not be able to pay in line with other businesses for the same role, but they are able to offer other rewards/incentives such as enhanced maternity pay, sick leave, pension, healthcare, secure and transparent pay structures, and grades.  (Juneja, 2022)
Creating an attractive reward package will ensure the right talent is employed and retained. It is essential that a business attracts these talents for innovation, to remain competitive in the market. 
Since the pandemic, as employees can now work across the world essentially while working from home it is important that rewards are created to reflect across the country not just locally. Businesses can now cherry pick from an array of employees where are once they were restricted to local talent. On the flipside of this employees are also able to cherry pick from an array of companies, therefore rewards need to be competitive to attract the best talent. 2.1
2.2 Evaluate the most appropriate ways in which benchmarking data can be gathered and measured to develop insight. 
Businesses of all types should use benchmarking across different criteria to assist in reaching performance goals and objectives. It allows the business to measure individual and companywide success by comparing internally or/and externally to other similar businesses. There are 6 main types of benchmarking internal, external, competitive, performance, strategic and practice. 
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This benchmarking ensures that it is reliable data and gives the company a solid basis to create KPI’s from. 
There are two main types of data that can be collected. Qualitative and Quantitative. Qualitative is based on actions and behaviours that are not measured but observed. They don’t produce tangible numbers, therefore the data is subjective. Quantitative on the other hand is about numbers. Tangible and can be measured. 
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There are two main types of data that can be collected. Qualitative and Quantitative. Qualitative is based on actions and behaviours that are not measured but observed. They don’t produce tangible numbers; therefore, the data is subjective. Quantitative on the other hand is about numbers. Tangible and can be measured. (Cotton, 2022)
Qualitative data as mentioned is complex and takes time to gather. It can therefore be costly and subjective. The length of time it can take may also mean the reward strategy that you create based on your findings may be out of date by the time it is ready to roll out. Using quantitative data is quick and straightforward. Much of the data is already present and is accurate. Therefore, this is the best route of data analysis for reward package creation. (Armstrong, 2007) 2.2

2.3 Develop organisational reward packages and approaches based on insight.  
CANNOT ANSWER THIS QUESTION 

Use of benchmarking data to develop appropriate reward package. Grade and pay structures; job evaluation schemes; systems and processes to manage job evaluation and levelling of jobs,  boundaries and controls to maintain grade structure integrity and to avoid drift; market rates. 
2.4 Explain the legislative requirements that impact reward practice. 
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All rewards packages, alike pay must follow legal requirements. Whilst not a legal requirement almost 9000 organisations employing over 300,000 workers has signed up to the voluntary living wage. 
Equal pay: Following concerns about the unfair treatment of women in the workplace, the Equality act 2010 governing England, Wales and Scotland ensures the following;
Like work – A woman doing the same work as a male counterpart must be paid the same 
Equivalent jobs – Any jobs that are rated the same following job evaluation should provide the same rate of pay for a man and woman
Equal value – Jobs that are different in their duties but equate to the same value of input for the organisation must provide an equal pay to both men and women. (Cotton, 2021)
There are annual reporting requirements for CEO pay and gender pay gaps. The companies miscellaneous reporting regulations 2018 requires all publicly listed firms with more that 250 employees to publish their CEOs salary. In addition, they must report the equivalent renumeration of their employees on the 25th, 50th and 75th percentile. Simply meaning that they must provide the lowest to highest paid employees. They must also supply a report into the reasoning for any reductions or increases in the ratios. (Cotton, 2021)
A worker has statutory rights in relation to their pay. Differences are relevant for age groups and other factors.
National Minimum wage (NMW)
Anyone who is employed as a worker must get NMW for their age group. 
	Age
	Current rate
	Rate as of 1st April 2022

	Under 18 
	£4.62
	£4.81

	Aged 18 – 20 
	£6.56
	£6.83

	Aged 21 – 22
	£8.36 
	£9.18

	Aged 23 and over (Living wage)
	£8.91
	£9.50



Apprentices are entitled to NMW of £4.30 if they are in their first year of. There after they are entitled to NMW for their age group.
There is a limit of 48 hours per week that someone can work. Known as ‘working time directive. If over 18 years old can opt out of this directive.  (ACAS, 2022)
Regulations for children (UK)
· Fulltime hours after school leaving age 16 years
· Maximum 40 hours a week
· Time of day, length of day are considerations
· Type of work restrictions, i.e., not factory or somewhere deemed to affect their health or education. (Gov.uk, 2022) 2.4

Evaluate the impact of getting a rewards strategy right to contribute to organisational performance. 1.5
1.5 Assess the contribution of extrinsic and intrinsic rewards to improving employee contribution and sustained organisational performance. 
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(Hajduk, 2017)
Salary whilst being a draw for employees, is not the only factor in terms of motivation and contribution to a business. Rewards to employees need to be based on an all-encompassing package. It needs to focus on the two-factor theory as devised by Hertzberg. The theory has two dimensions ‘’Hygiene’’ and motivation. Whilst Hygiene factors such as salary and bonuses will appease an employees work life it is the motivation, such as recognition and achievement that make them more productive and committed. (TheMindToolsContentTeam, 2021)
Focussing on the intrinsic motivation for the workforce means helping employees to become more productive, engaged, and happier in their role. Though it is rarely mentioned in a Managers job role, engaging and changing employees behaviour is an important part of their role. Focussing on their L&D or giving them a pat on the back when they have excelled in a task is all intrinsic and will help engage the employee to exceed in their role, motivate them to stay and sustain organisational performance. 
A sales role which pays over the odds to their employees will certainly increase organisational performance. Though long term if their motivators are not met then they will likely feel unfulfilled. They may start underperforming or simply move onto the next role which can offer the same pay. This will likely be a cycle for them until intrinsic rewards are given. Therefore, if a company only focuses on extrinsic reward organisational performance will not be sustainable as staff turn over will be high and morale will be low. 1.5
Compare different approaches to performance management and how these can be used by line managers to make effective reward judgements. 3.1, 3.3
3.1 Assess different approaches to performance management. 
Performance management monitors, maintains, and improves employee performance in line with organisational objectives. To measure someone’s performance it is important to engage the individual from the beginning. Objectives need to be set and agreed to with the individual. There are many types of performance management. 
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An appraisal is an evaluation of an employee’s job performance over a specified period. The appraisal is conducted to review how the manager feels the employee has performed at their role. The appraisals are documented and will remain on the employees file. The appraisal is generally structured and allows the manager and employee time to discuss their performance. Quite often this may be the only time a manager and employee will get away from their normal duties to discuss the performance, therefore it is important they are conducted well. There are however many drawbacks. Monthly check-ins would be a better way to monitor performance for an individual. Appraisals are generally annually which means there is long periods of time when the individual is left without guidance. Monthly check-ins will give both the employer and employee an opportunity to discuss concerns, their need for additional support, L&D and anything they are unhappy with. This regular monitoring will ideally improve organisational performance and improve staff retention. 
360-degree feedback is a performance review aimed at management level and above. The feedback that is given will not only be provided by superiors but also by those who are managed by that individual. It will provide the manager with a full overview of how they are performing and how they are received. The drawbacks can be that of disgruntled staff that are managed by that manager providing unrealistic feedback. Though often that feedback can be taken constructively and used for continuous improvement. It will change their perception on their skills and performance and highlight what areas need improvement (Gifford, 2020) 3.1
3.3 Explain how line managers make reward judgements based on organisational approaches to reward. 
It is important for Managers to remain unbiased when making judgement on rewards to their employees. Without such performance reviews like check-ins and CPD it would appear impossible to provide fair rewards to individuals unless it remained the same for all. Evidence based judgements and performance data should be followed. (Armstrong, 2007)
Intrinsic rewards do not need to be given based on collective data but still need to be fair. Providing psychological reward to employees will engage the workforce. Flexible working and providing a good work life balance will motivate staff to work towards organisational objectives. 
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Description automatically generated with medium confidence] It is possible to reward individuals who are shown to abide by the code of ethics for the company. Providing the companies code of ethics are delivered to new employees, are written in staff handbooks, and displayed for all to see, it is then possible to reward staff that exemplify workplace ethics. This can be judged by colleagues rather than peers. Employees can be given the option to nominate their colleagues for this reward. This will ensure it is fair and unbiased. 3.3
Outline the nature and importance of the role that can be played by people practice professionals, in relation to supporting line managers to make appropriate judgements. 3.2. 
3.2 Review the role of people practice in supporting line managers to make consistent and appropriate reward judgements. 
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Whilst managers have an important role to play in managing people and daily operations, their role is also to implement HR procedures and policies and to support their team’s development. Therefore, Line managers and People professionals must work closely together to achieve this.
CIPD use the term ‘bringing them to life’ when referring to Managers enabling HR, OD and L&D policies within an organization. To be able to deliver these, managers themselves need managing and support from people professionals. (Quilliam, 2022)
By coaching Managers in a fair and inclusive way, in turn they will provide the same level of respect to their teams. Managers need to be included in implementation of policies and procedures so that they both agree with them, and they understand how to use them in their role. Managers can provide intrinsic rewards to their teams; this does however need to be fair and unbiased. Giving the Managers this autonomy will by an intrinsic reward for them. (Juneja, 2022) 3.2
Suggest one way of improving your organisation’s approach to Reward, based on organisational data available to you. 3.2
2.3 Develop organisational reward packages and approaches based on insight.
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We are in the process of implementing a new incentive to our installation team out on the road. The reward is going to be a quarterly gift such as one night’s stay at the Celtic Manor or a track day at Silverstone. 
How will it be benchmarked? The incentive will be benchmarked by the number of trust pilot reviews left for each installer and apprentice. At the end of the quarter the reviews will be looked at and counted. This is tangible and accurate date. 
How will it be introduced into the company? It was discussed at the toolbox talk as an idea and discussed individually at the monthly check-ins. 
How will we advertise this reward externally to show our commitment to our workforce? This will be posted on our social media platforms. 
How will it be inclusive to all? It was agreed at the toolbox talk and at the monthly check ins that the installer and their apprentice will both receive a reward for their contribution. Apprentices asked for monetary reward whilst the installers decided on a surprise gift.  
This is a fun reward and intrinsic. We are in our first quarter and has already been a success as trust pilot reviews have increased, as has the morale of the team. Teams have equal jobs each day, so it is fair. IT was apparent early on that office staff may feel left out, as they work back office and would not be eligible for the incentive. We decided to treat them quarterly with flowers and chocolates and additionally a staff social is picked each quarter by the office staff. Its proving a huge success. 2.3
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What is reward?
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