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Evaluate the principles of reward and its importance to organisational culture and performance management. (AC 1.1)

Reward can play a significant role in how businesses operate, Cotton (2023) suggests that reward doesn’t just attract and retain talent, it also acts as a tool to develop and improve performance. Cotton also states that reward strategies outline the purpose and values of the organisation by rewarding performance and behaviours of their choice. For example, if an employee performs beyond their target, the organisation can reward that performance to encourage others to do the same and the individual to do it again (Armstrong, 2008). 
One principle of reward is total reward, this encompasses tangible and intangible areas of work that people will value as well as pay, this can include flexible working or working from home CIPD (2023). The main aim of total reward is to ensure a balance between the needs of the employees, and the organisation (Armstrong and Brown, 2023). 

Fairness is another principle of reward, unlike total reward, this focuses on fair and consistent treatment towards staff to encourage performance. Research from CIPD (2022) show that by rewarding employees unfairly can have a damaging impact on motivation levels, and performance. In the same study, those employees that feel the incentive is fair performed better from higher levels of motivation. (Cotton and Gifford, 2015) further develop this to suggest that fairness within reward not only assists motivation, but it also helps employees to align behaviour to organisational values and goals.

A final reward principle is intrinsic and extrinsic rewards. Extrinsic rewards are those physical rewards such as higher pay and paying bonuses, however, it can also include actions such as recognition and awards. Intrinsic reward is usually where organisations build motivation across their employees as a direct result of their reward programme.

Explain how policy initiatives and practices are implemented. (AC 1.2)

When implementing policy initiatives and practices, there are various steps organisations can take to ensure a smooth process. For example, Rose (2018) states that reward should be fair, equitable and consistent, this means that initiatives should be open to all. However, Armstrong (2008) develops this to argue that fairness and transparency should form part of the performance measurement leading to reward, therefore, reward should be open to all, but also achievable by all. Furthermore, Armstrong (2008) uses the felt fair principle developed by Eliot Jaques to suggest that fair pay systems are only fair if they are felt to be fair. Therefore, if organisations want to implement a new pay structure, they should ensure the pay matches the level of work and workers do not receive less pay than their counterparts. 

Policy implementation can provide challenges around external competitiveness and internal equity, for example, Armstrong (2008) argues that organisations that work to attract and retain in demand staff will be become market driven with their policies and reward schemes. This is down to the external competitiveness they face from other organisations around them. Greene (2020) develops this to suggest that external competitiveness with talent over the past few years has left organisations in a place where they may not be able to achieve internal equity. As seen across the UK, low unemployment rates, shortages of skills, and technological advancements means that increasing market rates are putting pressure on pay and reward systems in a war for talent (Alas, 2023). 

Hutchinson and Purcell (2003) argue that line managers play an important role when it comes to policy and practices implementation. They suggest that many initiatives will fail if line managers do not work with them. Armstrong (2006) shows this through performance management, if line managers are not conducting regular reviews with their employees, performance management does not work. As a result of this, employees are not being measured against KPI’s and cannot be rewarded objectively, fairly, or consistently. 

Explain how people and organisational performance can impact on the approach to reward. (AC 1.3)

Definitions of performance can differ from people to people, and organisation to organisation. Miles (2022) suggests that organisational performance is the ability to reach goals and optimise results. However, whilst goals and results may differ between organisations, Miles argues that financial performance is a goal that can be applied to all, and so organisational performance must either breakeven, or turn profits over time. This is supported by Rose (2018) who argues that if financial goals are not being met, the impact on the approach to reward can be significant. Armstrong (2008) shows that organisations can become market driven in their approach to reward, this means they are under pressure to pay the market rate to attract and retain talent. However, by not hitting financial performance targets, organisations will not be able to offer attractive pay and reward systems because they cannot afford to. 

CIPD (2022) suggest that effective people management can lead to good organisational performance, this is through employee buy-in and linking performance to rewards. This suggests that if workers can see the link between performance and better reward, they will become more motivated to achieve their goals. This also brings a sense of ownership and fairness, if workers feel their work will be rewarded fairly, they are likely to want to do the work (Armstrong, 2007). CIPD (2022) develop this further to suggest that organisations can include employees in goal setting to encourage motivation, but also enhance the fairness in reward.

Historical expectations can impact approaches to reward, for example, if an organisation has historically performed well but has not performed well in the last year, reward can suffer. As stated by Rose (2018), financial constraints mean that pay and reward may not be able to keep up with rising costs. However, whilst employees should not expect the same historical reward with poor performance, organisations shouldn’t expect the same reward with consistently good performance. Birnie (2022) argues that reward packages are changing all the time, so organisations should always look to develop their reward packages to stay competitive and retain talent. Since Covid-19, the UK has seen a great shift in reward packages to include working from home, flexible working, and salary sacrifice car schemes. Historically these may not have been included, but to continue performing, organisations need to adapt their packages on offer.

Compare two different types of benefits offered by organisations and the merits of each. (AC 1.4)

One type of benefit that organisations may offer is performance related pay, this can mean higher base salaries based on performance reviews, but also non-consolidated payments, for example, commission. Another type of benefit that can be offered is a salary sacrifice car scheme, this is where employees can sacrifice part of their salary in exchange for a company owned car at a much more affordable price due to tax and national insurance savings. To compare these two benefits, it is important to understand their main objectives as a benefit. According to Cotton (2023), performance related pay aims to motivate the workforce by rewarding high performance to improve the overall performance of the organisation. Armstrong (2014) supports this to suggest that performance related pay is essential to sales environments to achieve high organisational performance. However to compare, Dewar (2023) suggests that salary sacrifice car schemes differ with their aims because they help attract and retain employees, along with increasing employee satisfaction. Richmond (2023) supports this with research that suggests workers will value their employers more positively if a car scheme was introduced. 

Further comparing the two benefits shows that performance related pay motivates employees to perform better, and therefore sell more, this increases the organisations profits and so benefits both the employee and employer financially. Salary sacrifice car schemes relate to performance related pay by benefiting both employee, and employers financially. Employees benefit financially by purchasing cars at a significantly lower price and being able to access cheaper to run electric vehicles. However, employers also benefit by paying less pension and national insurance contributions.

Assess the contribution of extrinsic and intrinsic rewards to improving employee contribution and sustained organisational performance. (AC 1.5)

Intrinsic and extrinsic rewards play a big role in improving employee contribution and sustaining organisational performance, according to (Hajduk, 2017), this is a key factor that is essential to any organisation.

An extrinsic reward is one that is tangible, these are usually provided by employers in order to motivate or reward the workforce. For example, competitive salaries, benefit packages, and health insurance schemes. According to (Armstrong, 2012), these extrinsic rewards not only play a key role in attracting top talent, but retaining and motivating them. This factors towards employee contribution as motivated employees will tend to work to, and beyond set goals. Whilst incentives motivate employees work beyond set goals, this impacts positively on the overall organisation performance because the more employees that hit their goals means greater financial gains. 

Intrinsic rewards are those internal rewards that come as a result of work, for example, appreciation for their hard work. According to (Cherry, 2023), intrinsic rewards play on employees psychological needs and by feeling valued in work, they are more likely to commit and perform. As employees feel more valued, this will increase job satisfaction and promote a strong culture, it will also encourage employee engagement as a result (Francis, 2020). (Cherry, 2023) develops this to suggest that employees who are rewarded intrinsically benefit the performance of organisations through creativity and innovation of new ideas. 

Both intrinsic and extrinsic rewards play a role in employee contribution, and organisational performance. However, Hajduk (2017) would argue that a balanced approach of both can be the key to overall success. This is supported by (Armstrong, 2012) who states that some employees prefer the intrinsic reward of work itself, whereas other will be motivated by the extrinsic rewards such as salary and various benefits.

Assess the business context of the reward environment. (AC 2.1)

There are many factors that can impact the context of reward for organisations, examples of this include globalisation of workforces, labour market intelligence, competition, and pay awards. 

Since the Covid-19 pandemic, businesses have adapted their workforces to give them the ability work from home. Dixon (2023) states that skills shortages and talent wars have forced businesses to operate globally to attract talent with the right skills from across the world. However, without the business context of covid-19 forcing organisations to work from home, this may not have been possible for many. As a result, working from home has become an extremely attractive reward for businesses to attract not only nationally, but internationally too (Churchill, 2020). 

Labour market intelligence can have a significant impact on the reward environment, for example, if there is a tight labour market where there are skills shortages, companies may choose to improve their reward strategies to help attraction and retention rates (CIPD, 2022). However, if the labour market suggests that talent isn’t hard to come by, organisations may focus on other areas of the business such as learning and development. However, Rees (2019) would argue that organisations should always develop their reward packages to attract and retain because competitiveness between organisations can outweigh a more flexible labour market. 

Competition is another factor that can significantly impact the reward environment for businesses. Rees (2019) states that organisations should always be developing their reward strategies because of competition, this is because if another organisation has a better reward offering, employee turnover is likely to increase. Ryan (2023) suggests that human capital is often the most important asset of some organisations, therefore, they are always in competition with other organisations to keep their best talent and offer a better employment package.
Evaluate the most appropriate ways in which benchmarking data can be gathered and measured to develop insight. (AC 2.2) 

In order for organisations to measure themselves against competitors, they will need to go through a benchmarking process. For this to be successful, the data gathered and compared must be meaningful and relevant (Fallon, 2023). Cotton (2023) suggests that one way organisations can do this is through published data, for example, Hays Recruitment Specialists (2023) release a regular salary survey guide, this is information that is narrowed down into sectors and specialisms so that organisations can assess where they are in relation to their competitors on pay and reward.

Benchmarking with recruitment data is another great way to develop an insight. Greaves (2021) suggests that organisations should use this data to ensure they stay ahead of the curve in the war for talent and can highlight areas needing improvement. For example, metrics such as; applications per vacancy, time to hire, and cost of hire are examples that are used across industries to set a benchmark. If an organisation doesn’t have many applications per vacancy, they may look to investigate why that is. PagePersonnel (2023) develops this to suggest through research that reward programs significantly impact the number of applications per vacancy, so by linking recruitment data to general industry survey data, organisations can tweak their process to ensure they are attracting enough applications to stay competitive in a tough recruitment market.

However, whilst salary surveys and recruitment data can be excellent in benchmarking, it is important to ensure validity within the data. For example, Hays Recruitment Specialists are a staffing agency who profit from successfully placing candidates into roles. Amoaku (2017) suggests that free salary guides from agencies are often inflated in an attempt to increase salaries amongst their clients in order to make their roles more attractive and increase their profits. Therefore, whilst salary surveys still hold a good insight to benchmark for organisations, it is important to combine methods and draw on conclusions that is ‘comparable’ to their organisation, industry, and location (Cotton, 2023).

Explain how organisations use insight to develop reward packages and approaches. (AC 2.3)

Reward packages are not only an essential tool for organisations to attract talent, but also to encourage performance and success (Rose, 2018). There are many ways in which organisations can use insights to help create and develop their reward packages over time, for example, job evaluation schemes, benchmarking, and market rate.

Job evaluations can provide an excellent insight into how the workforce is currently paid, whether they are paid fairly for their skills, and it can also highlight gender pay gaps (Rose, 2018). Sullivan (2010) supports this to suggest that job evaluations are not solely there to evidence workers that are over/under paid, instead, it should be used to understand the value that job roles bring to the organisation to ensure a reward package is fair. Therefore, if job evaluations are used to ensure the workforce are being rewarded fairly in line with their work, they will become more motivated and increase the success levels individually, and organisationally (Rose, 2018). In addition, Sullivan (2010) argues that job evaluations schemes can be used to develop pay structures or grades, this can be used to control rising pay, or help reduce pay to market levels over time. Van Vulpen (2023) supports this to suggest that pay structures help to pay workers on their impact, and not on their individual qualities. Therefore, Van Vulpen (2023) would agree with Sullivan (2018) to argue that job evaluations and pay structures not only reward workers fairly, but also a great approach to reduce gender pay difference.

Labour market intelligence can play a key role in shaping reward packages, for example, CIPD (2023) release a report four times a year that highlights various labour market data that organisations can use to develop their packages. For example, in the November 2023 report, CIPD (2023) state that pay comparison between public sector and private sector is now equal, therefore, if public sector organisations are still struggling to attract applications, they may want to consider their reward packages rather than increasing pay. This data can also be used to measure whether other employers are looking to recruit in the next few months, if this is strong, organisations should again look to develop their reward strategies internally to ensure retention amongst their staff. 

Task 2

Explain the legislative requirements that impact reward practice. 2.4

When considering reward packages, there are various legislative requirement that organisations must consider before implementing reward. For example, national minimum wage requirements, working hours, equal pay, and gender pay gap reporting. 

National minimum wage legislation requires all workers from April 2024 should be paid hourly £11.44 for over 21, £8.60 for 18-20, and £6.40 for under 18 and apprentices (UK Government, 2023). Therefore, any pay or reward packages that take workers under this level would be illegal. Salary sacrifice car schemes are an example of how minimum wage legislation can impact reward, this is because workers must still earn above the national minimum wage after they sacrifice part of their salary. Therefore, if an organisation has a high percentage of workforce that earn minimum wages, they may not opt to implement a salary sacrifice scheme because most of the workforce would not be able to access it, due to minimum wage laws. In addition to this, if only high earners can access a reward scheme, Suff et al (2008) suggest it can negatively impact morale and productivity across the workforce. 

Another legislation is working hours, workers should not work more than 48 hours per week when averaged over 17 weeks, whilst there are some exceptions to this, the majority would fall into this category (UK Government, 2023). As a result, any reward incentives must ensure that no workers breach these working time regulations. This may impact reward schemes that consider over time opportunities, for example, if a manufacturing factory uses overtime opportunities to attract and retain their workforce, they must ensure that all staff adhere to the regulations to stay on the correct side of the law. Failure to do this may result in employment tribunal claims. 

Finally gender pay gap reporting can also impact reward strategies, for example, performance related. This reward is mainly used to drive motivation and increase productivity, however, research from the European Working Conditions Survey (2021) suggests that this can favour men, and indirectly discriminate towards women. However, Cotton (2023) argues that whilst this can create a gender pay gap, you can have a gap and still pay men and women fairly. Therefore, whilst this may be within the law, public knowledge of a gender pay difference without context could negatively impact attraction.

Assess different approaches to performance management. 3.1

Performance management is used by organisations to ensure employees are delivering their full potential at work, whilst every organisation will approach this differently, the overall aim to establish objectives, improve performance, and accountability is the same throughout (CIPD, 2022). 

One approach is performance review meetings, this is when line managers meet with employees to assess their performance against organisational objectives. These meetings can benefit both employer and employee, for example, employees can benefit with career development where line managers can coach and mentor them to develop in various areas (CIPD, 2022). However, Johnson (2019) suggests that performance meetings can be subjective and leave feedback very one sided. This suggests that line managers are likely to give better performance reviews to those workers that they get on with more, rather than other who they don’t normally get on with. Though this is a negative, line managers should adopt an evidence-based approach to ensure any bias is removed and they are focusing on facts only. According to (Noonan, 2010), there is also the opportunity for workers to gain recognition during meetings that can motivate and increase performance levels. Additionally, Johnson (2019) argues that reviews can identify skills gaps within the workforce.

Coaching and mentoring is also an approach that organisations can adopt, this is where experienced workers work alongside less experienced workers to improve their performance in the workplace. CIPD (2022) argue that coaching and mentoring is a great tool to aid performance management, they suggest that it is most effective when both parties learn from each other to problem solve through situations together. According to (CIPD, 2023), for coaching to be successful, both participants must be able to work together, if you were to put two employees together that clash, it may not work. However, there is criticism that suggests coaching and mentoring is a long-term project that may not yield results for some time, this can leave some frustrated over time (Bashir, 2023).

Review the role of people practice in supporting line managers to make consistent and appropriate reward judgements. 3.2

People professionals play a key role in supporting line managers to implement reward in various ways, for example, line managers should have the correct tools and training to ensure they can achieve what they need to. In addition to this, they should have the training to ensure rewards are fair, consistent, transparent, and equitable (Hana, 2022). Through training such as this, people professionals can ensure that line managers are making reward judgements that comply with the relevant legislation. 

Providing data is one way that people professionals can support line managers, for example exit interviews. (Spain and Groysberg, 2016) suggest that exit interviews are essential to provide line managers with information about why their workers are leaving, this can highlight opportunities where line managers could offer non-financial rewards such as working from home and flexible working. Furthermore, Rose (2018) would suggest that line managers can assess their own management style and consider what non-financial rewards they can provide to their teams. 

Finally, people professionals play a crucial role in ensuring that line managers have the knowledge of the reward strategy to be able to offer it to their workers (Armstrong and Brown, 2023). In addition, people professionals can also play a significant part in managing communications and difficulties between employees and their line managers. According to (Rose, 2018), people professionals should give line managers the tools and data needed to take ownership of their own process to reward their team in ways that they deem appropriate. However, Barton (2017) suggests that line managers can also provide data back to people professionals about employee feedback to further enhance reward offerings.

Explain how line managers make reward judgements based on organisational approaches to reward. 3.3

There are many ways in which line managers can make reward judgements, for example, performance data. Performance data is available to line managers and can be used in appraisal meetings, feedback sessions, and coaching and mentoring. The data available can show employee performance against a set of key performance indicators that may be set by the line manager, in line with organisational targets (CIPD, 2022). By setting KPI’s, managers can reward workers who exceed their targets with bonuses, this would be an evidence based approach that would be seen to be objective and free from personal bias. However, research from CIPD (2007) shows that workers often find KPI’s set by managers as unrealistic, or set to favour some workers, but not all. This makes the line managers role in making reward judgements extremely important to ensure a fair and consistent process.

Another opportunity for line managers to reward staff is through non-financial reward, this is normally a more personal touch and less formal. For example, line managers may allow their employees to leave early, work from home, or take extended lunch breaks. These non-financial rewards are not part of an organisational reward strategy, but according to (Rose, 2018) they form an essential part of reward from line managers. (Armstrong, 2008) believes that this type of non-financial reward develops trust, confidence, and motivation across the workforce. However, as this type of reward is usually given informally and not based on data, there is an important role for line managers to play in ensuring fairness and consistency (Hana, 2022). Unlike an evidence-based approach, if a line manager is seen to be rewarding certain workers and not others, the impact could be damaging within the team for motivation and performance levels.
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