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

[bookmark: _Hlk174300351]Reward is what employers give to employees this is all financial benefits such as salary and other benefits of the role such as medical insurance and can also include other benefits like flexible working, Career Development Opportunities, recognition such as employee of the month and other benefits which are non-pay related and come under the umbrella of Total Reward (CIPD 2024).

Reward is used to motivate staff and the principles of Reward include to reward actions and behaviours of staff, make sure it is in a timely fashion and the reward is given quickly after the good actions of the employee have happened. It also needs to be consistent, sustainable and a structure put together so that all are rewarded for the same good actions and for individuals but also teams. Sometimes a reward can lose it impact so it is important to keep it fresh and updated with new rewards and make it interesting. The reward needs to be something of value to your staff and personal to them as different people like different things and as well as fair and transparent for all staff. Making sure the system of reward is simple is important for all involved as it makes it easier to understand and follow. Staff need to be made aware why they are getting the reward and the feedback behind it (Pink 2011).

Reward is important for organisational culture and performance management as it creates a positive environment and good behaviour is encouraged repeated behaviour and productivity which is good for an organisation as staff know they will be rewarded, which increases motivation and feel appreciated and happy. Attrition is also improved, and new talent attracted with fair reward as it makes staff feel valued and by it being aligned to company values which are reinforced by it and goals are reached. Performance can be improved by good reward as employees are encouraged to do better, have desired behaviour and work on their skills and productivity to be rewarded and makes an environment of high performers. When recognition feedback is provided it helps continue staff efforts and encourages good performance. Reward help staff do the best they can at work and create a positive culture with increased productivity, continues improvement and support a performance driven culture (Schein 2016).


2) Assess the contribution of extrinsic and intrinsic rewards to improving employee contribution and sustained organisational performance. (AC 1.2)

Extrinsic Reward is a benefit that is given to an employee to help encourage them to do a task, this can be things such as a bonus for good performance at work or award or trophy for good work. Pay and a title can also be included in this. This helps motivation. Whereas Intrinsic Reward is the feeling of satisfaction and enjoyment from doing a task, like when a project has been completed, this feeling is from the employee themselves and not from external reward. When they have a feeling, they are appreciated, and it helps improve motivation (Haden 2018)

Reward needs to meet an employee’s needs to help contribute to an organisation’s performance. Maslow Hierarchy of Needs (Maslow 1998) looks at what a person needs and shows that lower levels of the hierarchy are met with extrinsic rewards and higher levels of the hierarchy are met with intrinsic reward. 

Self-Actualisation – Progression, personal growth and achieving your potential. Esteem – Performance bonus and recognition, as well as the feeling of achievement from completing a task and feeling proud. Belonging – Team culture build and friendships. Safety – Job Security and retirement and Physiological Need – include Pay to buy food and items

It is important to have a mix of both types of rewards so that all needs of an employee can be met. Integrate both extrinsic and Intrinsic reward will help us to be most effective and help with motivation such as giving an award to show you recognise an employee’s achievement and giving an opportunity to develop in their role and grow at the same time. It is important to look at the needs of an employee and their preferences and then the reward can be personalised to them as we need to know what they value as some are more effective for some than others. It is important to have an alignment of company goals with induvial goals too and to help people work together well by having team rewards for objectives met, to make everyone work towards the same goal as well as having individual goals set for achievement. To help performance of an organisation it is important to get this right as both reward types are needed to improve motivation and effective working (Thomas 2009).


3) Explain the differences between types of grade and pay structures. (AC 2.1)

Pay structure helps set up a framework which is for wage progression and helps a company be transparent/clear on how pay rises will be managed for any career development, there can be a progression in pay both inside and outside of the structure. The law is followed, and it is fair without any discrimination, such as gender/ethnicity pay gaps are reduced. It also helps with performance of staff and their behaviour when rewarded properly. The structure for pay can be in levels, grades or banding, every company does something different and links to their reward policy and strategy (CIPD 2024).

Informal approaches such as Individual pay rates: wage/salary given to a staff member which is decided based on skills, experience and performance in roles that are similar. Spot rates: used for project or temporary roles where a fixed rate is decided on for a particular role usually lower skilled roles. Individual pay range: range of minimum and maximum a person can earn in a particular role. This allows for salary flexibility depending on experience, length of service and performance (Morris 2023). 

Formal approaches such as Narrow-graded pay structures: there are fewer pay bands and each has a smaller range so there is not much even though the difference in pay in band is not that big, you can increase salary when moving up the bands. It can show progression more easily and hierarchy. Pay spines: pay is organised in levels, and you move up as you gain more experience or meet targets/goals (Armstrong and Brown 2019). In contrast Broadbanding: instead of having lots of small pay grades, it has a few larger ones. Which means there is better and more flexibility when looking at pay for each band and career development. Broad-graded pay structures few wider ranges for different roles which helps progression of staff. Job families: groups of roles with similar career paths and responsibilities, E.g. In Data you have Data Analyst and Data Scientist. Career-grade structures: jobs are put into different levels for different stages in a career path. An employee will move up each one and then have additional responsibilities and extra pay when moving up. Local pay structures: certain region or location and will change depending on cost of living in that area, the market and what the salary benchmarking is for that area. This makes sure what you are offering is competitive for that area such as in London for the same role in the company you would have to pay more than for another role you advertise in your company based in Wales (Unison 2024).


4) Explain how contingent rewards can impact individual, team and organisational performance. (AC 2.2)

Contingent Reward is reward given based on skills and performance of an employee it can be in the form of incentives, recognition and bonuses. It focused on what a company value and what they want to pay for it. There are different strategies for contingent reward, and they can be based on pay for skills, team or performance. A company that uses a contingent strategy usually pay base pay and then a top up part such as a bonus. It can have a positive impact as is used as a motivational tool, which can be good for individual and the team and organisational performance, If the structure is done well and is fair as it needs to be attainable (Robbins and Judge 2014)

Individuals will feel more motivation and put in extra effort in their work when they know they will be rewarded for it. They will work to increase skills and development to get better so they will be rewarded for it, it does created competition when rewarded as an individual so makes them focus on their performance but can be negative if focused on individual as they will then care about their own bonus and focus on that instead of working as a team and it can create unhealthy competition. Whereas the impact Team will be collaboration and teamwork is improved, there are shared goals, shared purpose and you more helping each other and healthy competition to align with company objectives (Deckers 2018).

An organisations performance is improved as there is more productivity as the team work harder when they are motivated and has a positive impact on the bottom line as targets are met. The effort of the individuals and teams will also align with the goals set and impact performance in a positive way. As well as retaining staff when the contingent reward is well structures and employees are more satisfied with it and will become more loyal, reducing turnover of staff and retaining skilled workers which would be hard to replace and come at a cost. This will save the company company in the long run and make them successful (Armstrong and Brown 2019).


5) Explain the merits of different types of benefits offered by organisations. (AC 2.3)

Benefits attract staff and help keeps them, they encourage good behaviour, motivation and wellbeing, and for staff to feel they have made achievements. It is important to have the right benefits which you staff want and expect to be competitive in the market. Some are financial and come at a cost to the organisation and others which do not cost anything as are easier to implement (CIPD 2024).

Health insurance offers better wellbeing and access to private medical access than relying on the NHS which can take longer and can impact absence levels. Paid time off is important for employees as they can rest and reduce burn-out and they are more productive when they come back, some offer unlimited time off. They can also have better work life balance with this and deal with personal matter while they are off. Employees care about their future therefore a good pension scheme is needed where and company puts in a good percentage into the pot for the employee. Bonus and performance incentives are offered by many companies, it can be given to those who are high performance or are meeting targets as this will encourage and motivate more to aim for that and give a sense of achievement (Morgan 2023).

Employee assistant programme helps employees manage stress, give legal/financial advice which is useful. Wellbeing is important, many focus on this and have a wellbeing hub which provide fitness classes, gym membership, walking groups etc. Flexible working helps staff choose working from home or office or reduce their hours or adjust their start and finish times, to give them more flexibility and work around other priorities in life such as family and hobbies. A new benefit that some companies are offer is a 4-day week, which helps work life balance. Some companies offer shares, which makes you feel you are a real part of the company, therefore the harder you work, the better the company will perform and the more you will be rewarded with the shares, this can help good behaviour and better productivity. (Hasanah 2024).

Companies like Admiral focus on learning as an employee benefit, as the more an employee learns/develops the better they will become at their role, or progress into senior roles in the business and create more satisfaction and achievement. They offer a buy-a-book scheme for free development books, free LinkedIn learning courses and other accredited courses, and time give off for self-development (Admiral 2024).


6) Explain the merits of different types of recognition schemes offered by organisations. (AC 2.4)

Recognition schemes can be informal or formal and for special recognition, day to day, public and come in the form of cash awards or non-cash such as gifts, tickets, vouchers or awards. It can boost performance and help with motivation; it needs to be designed so people know their hard work and meeting of targets is acknowledged, appreciated and will make performance more consistent (CIPD 2022).
Recognition helps employee engagement, productivity, motivation and loyalty and makes staff feel achievement and proud of their work. Employees who perform well need to be valued, especially top performers. Different employees will like recognition in different ways, some like a 121-feedback given to them, others may like it more open in front of others. A survey showed that ‘24% of employees found that CEO recognition was most memorable for them’ Which shows even though that is important others my like their own manager giving it or their colleagues. (Gallup 2024)
Types of recognition which work well are positive feedback via email, on a team’s call, this will be free to do, and you can do it often. Awards done on a weekly, monthly or quarterly basis for best employee, which ties into the companies’ goals and values to make sure they are aligned, people can be nominated by their colleagues which improves teams and encourages good behaviour. They can give kudos for any good work or helping others and then the person who gets the most can get a prize, which can be vouchers, a meal out etc. This can be personalised to what a person likes, it will need to be given immediately and the person chosen fairly, and the reward scheme run constantly. Smaller gifts can also be given for good behaviour such as company merch, which the company will already have, this can then also be posted on social media to promote the business even further and have a double positive outcome. Or a company can choose to give an early finish instead of an additional financial award (Lee 2024)
A survey done by Shopify found that ‘82% of employees that are recognised for their work are happier and those who are not can be likely to quit as much as twice as likely’. This shows the importance of giving recognition often to help with morale and attrition, this can be in the form of gift vouchers and time off as the most popular ways that staff like to be recognised for their hard work (Frensen 2023).

7) Assess the business context of the reward environment. (AC 3.1)

Internal and external factors influence the business context of the reward environment and how a company designs and employ a system of reward. Internal factors: company’s financial health which will impact how competitive a company can be with the reward they offer, financially well-preforming companies can offer more benefits, bonuses, pay increase whereas ones that are struggling, will not be able to burden themselves. The culture of a company and their strategy also have an impact. As the reward needs to be in line with goals set and values of the company such as customer satisfaction, innovation, social responsibility/sustainability. Such as not just giving rewards for profitable tasks competed by staff but also setting ones that align to the company’s plans to be ‘greener’ and caring about the environment, could be time off for a charity beach clean (Gerhart, Newman and Milkovich 2022)

External factors such as the economy, with a cost-of-living crisis, it impacts both companies and staff as everything costs more, so companies may not be able to give as many rewards as they are more expensive, but employees will appreciate it even more as they need a top-up in their income. Reward will need to be more financial as that is what employees will prefer when the economic conditions are difficult for them. Companies will need to look at what others are doing to be competitive, and the labour-market is important, when there is a low number of staff available, we need to make ourselves more competitive and offer more reward to attract and retain staff. Whereas when the market is abundant with lots of candidates, we can reduce the reward as we know we will still be able to attract candidates in that type of market (Martocchio 2016).

Ensure we are in-line with law and pay a minimum wage and treat all staff fairly. We could look to offer non-financial reward when we are not able to offer financial rewards such as flexible working and offering work life balance and a chance to develop in their roles and build a career to motivate staff, we need to know what they will want, and it is important to ask as everyone has different needs and expectations. Technology changes and an increase in work automatically being monitor by systems allows reward to be given more easily. Also, more people can work from home or at different locations so we need to make sure they are also included and given a reward they can still access and appropriate for them (Armstrong and Brown 2019).

8) Evaluate the most appropriate ways in which benchmarking data can be gathered and measured to develop insight. (AC 3.2)

For organisations to be able to compare their performance with their competitors and see what best practices they are needed to use benchmarking as a tool to help with decision making. To get this information for benchmarking and measure it, companies need to get data which is relevant, accurate and ones that they can action (Morris 2024).

Firstly, we will need to look at what the objectives are and what aspects we want to focus on when benchmarking such as pay, recognition etc. We need to choose what is important to our objectives and what we need an insight in. We need to use data which is from a reliable source. We could use salary surveys, Office for National Statistics, CIPD reports or other industry report and market research on staff and companies and publicly available date. It would be good to not just focus on one place to get data, as will be good to have a wider range of data to look at and compare. We can look at average working hours and earnings, the labour market: vacancies available, unemployment rate and inflation and reward surveys (Henderson 2005).

We need to look at competitors that are like us and what they are doing well and what we can start doing in terms to reward such as salary ranges, benefits and bonus. Look at case studies that are available online, but it will also be good to look at other industries and non-competitors to see what they do as we can try new things that our competitors are not doing and that may work well. We will also need to do internal data analysis to see how we are performing and as an audit before we make any changes. We could use software to analysis the information for us especially when there are large data sets, this will help us have insight that we can where we need to make improvements and see any trends. We will need to redo benchmarking often to see if there are any changes and keep up to date. We need to ensure data validation and data quality, so we need to check and review it and redoing the benchmarking can help with that to see if we have improved in our position or remained the same as it will show the impact of the changes. If we do a in detail analysis, we can get the best insight and enhance our strategies. (Berger and Berger 2015)


9) Explain approaches to job evaluation. (AC 3.3)

To look at data on jobs in other sectors or organisations which are like yours we need to do a job evaluation as it helps you put together data to know the worth of the jobs in our company. We need this information to be able to pay fairly and competitively, therefore it needs to be done regular as changes can happen in the job or what a business needs. There are positives and negatives of each approach to job evaluation and which one we use depends on the resources we have available, our goals and how complex our structure is, but what is best to do is use a mixture to make sure it is thorough (CIPD 2024). 

Ranking can be use as it is relatively simple to do, you can make a list of jobs with the most important ones at the top depending on where you feel they are ranked overall in terms of value or complexity. But this issue is this can be subjective and may be hard to compare two different roles which are very different to each other as some things may be missed off. Factor comparison evaluates jobs in factors such as working conditions, responsibility. We then compare them to other jobs we benchmarked, but this can be more complicated and take longer to do. Point Factor is similar, it is detail focused and is objective and put a number against different parts of a role such as its responsibilities and also what skills you need and the level of effort it requires. The final score then will decide what you think the role is valued at. We need to make sure we design this properly to make sure the factors we have chosen are right and remain consistent (Armstrong, Cummings and Hasting 2005)

Classification can also be used as it offers structure to put roles into groups depending on their responsibilities or characteristics. The categories will have similar class of roles in each group so you would see where best it would sit depending on the criteria for that group. But it can be hard to find the difference in roles that are close to each other and be less precise. Market Pricing looks at things more externally as looks at similar roles in the market and to benchmark according to that so we are aligned with the market but can cause issued as it does not look at what is happening internally and if it will be fair for all (Lamture 2022).


10) Explain the legislative requirements that impact reward practice. (AC 3.4) 
 
In the UK we have various requirements that we must legally following which ensure we are being transparent, fair and compliant. The legislation will share how we design and implement reward, so it is important to look at. Including National Minimum Wage Act 1998, where we must pay a certain amount as a minimum to our staff depending on their age. If they are 23 and over, they are paid a higher rate than those who are younger due to the introduction of the National Living Wage in 2016 (ACAS 2024).
We are not able to pay any less than the minimum and therefore our salaries need to be in accordance with it as well as the fair for all as Equal Pay is part of the Equality Act 2010 which sets that you need to pay everyone equally for the same work completed no matter what their gender is, and you cannot pay them a different amount. Gender pay gap audits are done often to make sure there are no issues with that and if there are then it needs to be fixed. Also, we need to make sure no diverse group is treated unfairly including race, age and disability so need to make sure our practices for reward take that in to account (Daniels 2019).
As part of our reward practice, we need to ensure we give the employee details on their pay and benefits as it is required in a written statement because of the Employment Rights Act. This needs to include details of how often they will get it, how and any deductions, so it is clear for them. Such as tax on bonuses or selling shares and the tax legislation for that. We need to adhere to the Working Time Regulation 1998 as it mentioned how many breaks, they should get an annual leave as that makes part of the reward package, we need to make sure we give enough if not more to make sure staff are well rested and do not burn out. As we don’t just want to adhere to the law we want to be seen as a good employer who cares about the wellbeing of their staff. If staff do work extra hours our reward package needs to say what they will be paid.  We need to give time off for maternity, paternity and adoption leave in line with legislation. Pensions make up the reward package and it is important we look after the future of our staff, so we need to make sure we follow the Pensions Act 2008 and auto enrol our staff to the pension scheme and contribute to the pot with at least the minimum contribution (Lewis and Sargeant 2019)
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