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Today we will be looking into Reward Management and what it means to us as an organisation, to our employees and to people managers.  
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By the end of the session, we will have taken a journey from truly understanding what reward is and can be; what impact it can have in the organisation; how it can change our place in the market as an employer of choice and the effects upon the management of people. 
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(Cotton, 2022), (Cotton, 2021)

AC1.1
Reward covers many areas and is significant for us, from being an employer of choice; maintaining an effective culture; recruiting the best; motivating and retaining our talent; reinforcing individual and organisational accomplishment. (Waite, et al., 2021). 

Reward strategies are not straightforward. They require an examination of the marketplace and how we can remain competitive. But this is not just about pay or financial incentives (extrinsic rewards) – employees are attracted by career development, training opportunities or flexible working for instance. (Cotton, 2022) (Waite, et al., 2021, p. 188). They are also motivated by elements outside these ‘transactional’ rewards (which are clearly defined and can be duplicated by others e.g., financial remuneration), by ‘relational’ rewards which are “intangible and related to the work environment,” (Waite, et al., 2021, p. 188) and its culture. Intrinsic reward (such as what meaning is gained from the work, how it appeals to a person’s values etc) should also be considered. 

For our organisation and its culture, examining ‘total reward’ is vital (elements of which are detailed on the slide). As culture relates to ‘the way we do things’, it behoves us to inspect the workplace and how employees feel about the work and organisation – how they are managed, where they work and the environment, their experiences of the work they do and how they may develop themselves personally and professionally. This can influence and benefit employee engagement, and result in better levels of [image: ]performance. (Armstrong & Brown, 2019).

(Gardner, 2021)

AC 1.2
Strategic reward policies “support and advance both the organisation’s business and people objectives and employee aspirations,” (Cotton, 2021) and total reward covers all aspects including facets of work valued by employees, development opportunities etc in addition to pay and benefits. 

The substance of reward policies is related to being externally competitive (in the marketplace); ensuring internal consistency and equity (fair and consistent pay for skillets and positions); separation of reward relevant to different departments: and ensuring communication is clear to achieve transparency. (Armstrong & Brown, 2019). 

The slide details the approach that can be taken to align our reward strategy to our organisational culture and the steps to develop and integrate any strategy (using employee engagement tools and employee voice from the design process onwards). 

When implementing any reward policy, line managers “have a crucial role in maintaining fairness, consistency and transparency across organisations,” (Taylor & Woodhams, 2016, p. 138). They are the closest to employee’s day to day and are key in accentuating the intrinsic elements of total reward. Amplifying the correct training of line managers around reward can ensure that initiatives and practices are given every chance of success in motivating and retaining employees. 
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(Kwan, et al., 2021)

AC 1.3
Our people dictate some of our approach to reward. Financial compensation is not the whole picture – training and development, feeling valued and flexible working (be that hybrid working, flexible hours etc) are all important considerations. “…money by itself will not result in sustained motivation; intrinsic motivation provided by the work itself goes deeper and lasts longer,” (Armstrong & Brown, 2019, p. 60)

We need to be clear on our business objectives and aligning reward to those. Looking at the value that the role a person performs and how it contributes to our goals (i.e., if we value customer service as it impacts profit, we need to establish measurements); the competencies and skills needed (i.e., an IT role needs clear definition to review market worth); the experience someone brings to the organisation. We need to be able to measure performance via a robust internal, proportional practice of evaluation across the company, displaying fairness and adhering to current legislation such as the living and minimum wages. (Armstrong & Brown, 2019, pp. 43-44)

We need to look at our overall financial position – what have we offered to date and what can we offer going forward? What will be the return on investment when we look at benefit packages? Will overall profit affect our ability to sustain whatever reward package we offer? We know that the external labour market will influence the value of skillsets and influence the renumeration required to attract and retain employees. We need to evaluate what we can offer as a total reward package that can “tailor the balance of rewards to suit each individual’s own personal motivations,”  (Armstrong & Brown, 2019, p. 28).
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(Armstrong & Brown, 2019, pp. 48-49, 68), (Cotton, 2022), (Cotton, et al., 2015).

AC 1.4
There are many benefits as part of the overall Employee Value Proposition – some related to pay or financial contributions, others tying closely to intrinsic and relational reward. A total reward package is increasingly referenced, and desired, following the recent COVID pandemic (and likely to resonate for a time as employers compete heavily for skilled workers). (Chowdhury, et al., 2021)

There are distinct positives, and challenges, for all benefits.

Looking at the financial, it is “in accordance with the principle of distributive justice,” (Armstrong & Brown, 2019, p. 59) that those who contribute more should be paid more. But performance related pay can sometimes be seen as unfair, judged via a possible subjective appraisal by a line manager. Therefore, a balanced, objective scheme needs implementing to remove bias. (Cotton, 2022).

There is a financial cost to all these rewards that needs to be justified, and ‘contribution’ needs clear definition and evaluation/comparison. Not all benefits are distributed equally for instance. A company car is only available only to senior management, whereas a pension scheme is available to all employees -but is seen as necessity nowadays and not an extra benefit. 

Not all employees are motivated by money: “offering remote or flexi-time arrangements can play a significant role in retaining talent, supporting diversity and keeping workers engaged and productive,” (Churchill, 2020). The fact that we are offering hybrid working currently is a positive step.

Looking at the ‘other’ selection, the appearance is that these rewards do not have a financial ‘cost’. However, they may require an investment into training, or resource for a coaching programme for instance. Balancing the cost/benefit is required. Some elements here can apply to many employees for one cost, whereas the same cost for bonuses alone may only benefit the few. There is also the consideration of employee satisfaction – will it appeal to the values of the employees that the provision is aimed at? What is the feedback and how does that influence what benefits are offered? (Cotton, 2022). Looking at business goals, does the reward help to achieve those, even indirectly (so offering meditation, as we do, may not be seen as a direct benefit but if it assists wellbeing, it can affect sickness absence and therefore be effective (and with effort, measurable)? 

As a CIPD report once concluded, “…the appropriate response would seem to be a flexible and dynamic system that reflects the diverse and changing needs of the talent pool.” (Lupton, et al., 2015).
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AC 2.1
The reward environment is influenced by many factors - our business is one.

These are the main considerations as outlined by Taylor and Woodhams (Taylor & Woodhams, 2016). Globalisation has resulted in changes to how we operate: it also influences how we manage reward: being flexible and aware of trends that will keep us competitive. As potential employees are now more diverse and from various cultural backgrounds, they are bringing expectations that we need to understand: to be adaptable but remain efficient in our approach. If we “start operating in India or China, Australia, then …there are different legal issues, different regulatory issues, all of which can have an impact on… [how] your reward strategy… is delivered,” (Cotton, et al., 2011). As a company, we are looking at other countries around the globe to expand into, given the recent highlighting of basic UK education deficits (Fraser, 2021) so this is an area requiring investigation.

Part of reason for this presentation is our response to the current labour market changes following the COVID-19 pandemic. That brings us to the national context of reward. We are in a ‘tight’ labour market right now (where demand for employees is fierce) and how we react to this via reward and remuneration is critical. As many of our roles are highly skilled, the assumption is a high reward/pay in return. With the changes in remote working, short term contracts and other amendments to how employees work, benefits outside pay are important differentiators. The same is true in terms of investment in skills development and the strengthening of human capital (the skills, knowledge, abilities, and ideas of our employees). (McCracken, et al., 2017). Reward needs to include development of people, strengthening the psychological contract between employee and organisation. 

Internally our corporate considerations are significant. Consideration of our competitors; the expectations of our employees; monitoring and understanding inflation and other market forces (revisiting our PESTLE analysis would be useful here); adherence to pay standards (National Minimum Wage Act 1998, for instance); unemployment and vacancy rates; average earnings and working hours; reviewing our graded pay structure (pay determination) are all a part of our review. (Taylor & Woodhams, 2016)
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AC 2.2
Benchmarking to develop insight is useful to address some of the interests we have been looking at.

“With salary, everybody is paid different amounts based on things like job role, qualifications, levels of responsibility and length of experience,” (PeopleHR.com, 2022). To ensure fairness internally and be competitive externally, we can refer to agencies for comparative data; look at recruitment sites; pay clubs that exchange information; use the Office of National Statistics; locally published surveys etc. The caution is to understand our organisations’ job roles and what we are comparing to; how trustworthy the data we find can be (what sources are reliable); how we analyse and interpret it. (Armstrong & Brown, 2019, p. 165). Using nationally recognised clubs and sites gives a broader range and more trustworthy comparisons – and by using a combination of sources we can move beyond some of the disadvantages of some (small sample sizes, out of date data, imprecise job matching). 

Pay can be dependent on localities, the business segment, and the occupations themselves (i.e., with specialised roles it may be difficult to find like for like). We may only be able to see pay ranges, so we need to internally decide on how we position ourselves. Do we move from our current analytical evaluation scheme (looking at the core components) and look at non-analytical, which view jobs as a whole (we would suggest not as that can cause more issues with potential equal pay claims). We may want to use an external consultancy to review our current scheme. (Cotton, 2021)

When looking at other benefits we offer we use social media and other such platforms (LinkedIn, ‘Glassdoor’, ‘Indeed’ etc…) to review competitors. Conducting internal surveys on employee views of current and possible future offerings, will be of great significance. (Waite, et al., 2021)
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(Armstrong & Brown, 2019, p. 175)
AC 2.3
Applying the conclusions from these insights into developing and strengthening our reward packages require strong, un-biased frameworks. The slide indicates the considerations.

We have an analytical scheme which we should continue to use for the reasons discussed. We use factors such as knowledge and skills, budgetary responsibilities, people management, decision making etc to weight the scale in terms of assessing monetary renumeration. We need to ensure we continue to use our best practice of evaluation (both external and internal), verifying roles, job descriptions, skills, and outcomes - all monitored and adjusted where needed. However, we also use non-analytics too, mainly looking at ‘job rankings’ where levels of complexity and importance are taken into account. We use job grading, looking at various “tasks performed, skills, competencies, experience, initiative, and responsibility. Clear distinctions are made between grades.” (Cotton, 2021).

We do need to review the latter of these structures. The ‘grade drift’ has become more significant and we are creating more grades which has led to inefficiencies in payments. Employees are feeding back that these are no longer flexible. L&D and HR Business Partners have commented that they appear to affect development and succession planning as they are restrictive and not always an incentive. (Armstrong & Brown, 2019). 

At this point, reflecting on the insights from market research on pay structures and flexible benefit packages, coupled with investigating ‘broad-banding’ (flexibility with less banding and more attention to market rates) seems necessary. (Armstrong & Brown, 2019, p. 178). Some of our existing structure should be maintained, to uphold equal pay requirements and the success we have with quick adaptation to internal organisational change. Employee feedback should influence our next steps, and impact our recruitment strategy, leadership pipeline and overall reward design (i.e., transparency, fairness, anti-discrimination, systems of review and change).
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(Cotton, 2022), (GOV.UK, 2022), (Acas, 2022)

AC 2.4
Any changes to strategy and structure need to ensure we satisfy legislative requirements. The slide shows the fundamentals.

“Employees should receive all rewards that are included as express terms in their contracts of employment,” (Waite, et al., 2021, p. 199). We supply full payment information via wage slips breakdowns, and satisfy employment law on this count, and we adhere to minimum and living wage, and CEO reporting. 

Under the Working Time Regulations 1998, we give employees the statutory 28 days (including the 8 UK bank holidays) paid leave. No one surpasses 48 hours per week over a 17-week period. All employees have a 20-minute break (30 minutes for 4.5 hours or more work, for under 18’s) if work lasts more than 6 hours. 

In addition, there is legislation that we satisfy on:
· Statutory sick pay
· Statutory maternity pay
· Statutory paternity pay
· Statutory shared parental leave pay
· Statutory adoption pay
(Acas, 2022)
Given employee feedback we may look to increase beyond statutory minimums in these areas as part of this review, which will increase our employee value proposition. 

Consideration to equal pay law is important as we look to make changes to reward. The minimum standards are met across the board, and we are already pro-active on the gender pay gap reporting and have made strides there with the D&I working group. Equal pay law covers many of the areas that we make look to change with transactional rewards. “…approaches to reward should be non-discriminatory and meet statutory minimums in relation to rewards … and reporting requirements,” (Waite, et al., 2021, p. 204).
[image: ]
(Asana, 2021)

AC 1.5
This area is essential to review considering the discussion so far, particularly when financial reward is only a part of total reward. We have talked much about extrinsic reward, which pay is a part of. Extrinsic reward is very much about motivation from the reward itself, or from competition with others – or from the possibility of punishment (i.e., withholding or reducing pay, performance management resulting in disciplinary measures etc) if targets/outcomes are not met. Some of the more positive elements – such as praise from a line manager or incentives for good work - can reinforce positive behaviour. (Armstrong & Brown, 2019).

Intrinsic reward generally comes from within. Job satisfaction (and the contributing areas on the slide) and how an employee feels about their role, the organisational culture and overall engagement and connection opportunities sit here. This area can be quite personal to each employee but there are some commonalities. (Asana, 2021). Reci and Ryan’s Self-Determination theory suggests that autonomy (a sense of ownership and control), competence (achievement in their area) and relatedness (being a part of something, being in it together) are strong intrinsic motivators. (Waite, et al., 2021, p. 171).

Total reward systems use a combination of both areas to motivate, which can result in:
· Higher productivity
· Lower employee turnover
· Lower sickness absence 
· Higher engagement
(Waite, et al., 2021, p. 197)

We need to be realistic and vigilant. Reward systems can be too ambitious, overly complex, lack time to be properly communicated and implemented and deliver the appropriate training and education of line managers. (Armstrong & Brown, 2019). 

[image: ]It’s helpful to sum up that we should “use a combination of intrinsic and extrinsic… to motivate… although there is no ‘one best way’… effectiveness… depends… on organisational context and culture,” (Taylor & Woodhams, 2016, p. 123). 

(Watson, 2019), (HR.Berkley.Edu, 2022)

AC 3.1
Armstrong and Brown suggested motivation and strategy results in a ‘value chain’:

Reward strategy> Reward Practice > Improved individual performance> Improved organisational performance.

They also mention that performance management “plays an important role in achieving the motivation and engagement of employees,” (Armstrong & Brown, 2019, p. 99). The value of well-trained line managers engaged in the process and outcomes is predominant.  

Henry Watson’s 5 stage cycle shows the path to reward, following a strong process of developing and engaging in performance management of employees. Feedback from employees (i.e., via anonymous surveys) can help align practice and mutually beneficial outcomes. 

Typical elements of performance management include:
· Agreeing performance objectives (derived from organisational objectives etc)
· Reviewing performance 
· Monitoring work and outcomes
· Informing reward decisions 
· Managing poor performance/acknowledging high performance  
· Establishing career goals 
(Waite, et al., 2021)

A review of some approaches by (Valamis, 2022) include:
One to one reviews with employee and manager: 
· Need to be frequent (employees prefer most feedback to be real-time)
· Require competent training for line managers to ensure non-bias and using correct motivational tools
· Kept professional, not personal 
· Using up to date data to base performance on
· Setting objectives (aligned with intrinsic and extrinsic reward)
Downsides include lack of approachability outside the one to one, lack of frequency of meetings, or waiting to feedback until the review is due. 

Peer to peer reviews:
Facebook use reviews but also peer-to-peer feedback. Internal systems allow for real time feedback helping to resolve potential problems quickly. However, bias can enter peer to peer feedback (the same as in a 360-degree appraisal system).

Data driven feedback – well trained managers analyse data and this filters to employees and to OKR’s, which progresses goal setting. Google use this. However, in several departmental areas in our business, data is not available to review in terms of employee output, so this is difficult for us to employ across the organisation. 

Other areas that are included in performance management:
Coaching
Helping ensure that employees are succeeding in delivering their desired outcomes and overcoming hurdles. This would require strong skills to provide outside of L&D. 
Personal development opportunities
Enabling employees to learn from mistakes and experiences and to seek new learning opportunities. This is beneficial for the development of future skills and potential managers but can take time and become demotivating if opportunities do not present themselves to employees over time.
(Gifford, 2020)

There are several obstructions to the success of any approaches:
· Lack of support from senior managers
· Distrust from employees due to past experiences
· Time pressures 
· Failure to monitor or follow up 
· Limited training and understanding of how to performance manage
(HRzone.com, 2018)

[image: ]A combination of approaches, with measurable outcomes, is desirable. Factoring in intrinsic and extrinsic reward is possible in these methodologies. 

(Armstrong & Brown, 2019, pp. 354-355)

AC 3.3
Line managers have a significant responsibility within the performance management structure and our overall approach to reward, especially day to day. 

To make sound judgements around reward, line managers need:
· Training to understand and interpret what our policies are for managing performance
· Monitoring to make sure decisions are fair, consistent, and impartial, using sound evidence to base decisions on
· To keep reward within budget
· To show employees that they are valued in ways beyond pay i.e., recognised when good work is done or given further development opportunities or responsibilities
· To be ethically driven – supporting personal and employment rights
· To create a supportive working environment and continually improve this
· To recognise and encourage a work-life balance and personal wellbeing 

(Armstrong & Brown, 2019, pp. 72, 312, 318, 354)
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(Lee, 2018)
AC 3.2
HR or People Practitioners can support line managers in this area.
Typically, HR have insights into the current market and can assist with recruitment strategy and utilising data analytics to ascertain the best value proposition for roles, assisting line managers in that area. This can also be applied to salary banding and consistency across departments for existing staff. 

Assistance can be provided in terms of horizontal integration with other HR policies and processes, assisting line managers to ensure adherence to best practice, ensuring fair and equitable treatment and helping to deal with poor performance if it needs escalation. They can also assist with the vertical alignment to business outcomes and organisational culture to ensure performance management is reflective of the achievements and outcomes we desire as a business, leading to relevant transactional reward for employees. 

People Practitioners can also help with “developing employee engagement policies or … to formulate flexible working patterns to encourage job satisfaction,” (Armstrong & Taylor, 2019). This in turn affects intrinsic reward. 
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AC 2.3
Using this data to provide insight, we can look at a way of improving our approach to reward.

In essence we struggled to recruit staff in 2021 with high skill levels, due to the competitive labour market. Here we are looking at the increases in spend made to retain staff (not recruitment costs).

Whereas we reacted quickly to need in terms of salary, we did not respond as quickly in our flexible reward packages – each change lagged behind salary.

August saw a dip in salary increases only because of a lower number of annual appraisals that month. Instead of reviewing our other rewards packages sooner, we did not react until October, by which time we were spending even more on salary increases and beyond market rate – overcompensating.

The recommendation is that we:
· Review our reward package and move spend to that area to look at flexible rewards that suit individuals (who can choose a certain cash value from a ‘buffet’ of choices i.e., Childcare vouchers, gym memberships, purchasing extra annual leave, medical insurance etc). 
· We keep close attention to market rates for specific roles rather than looking overall at the competition on a broad level, by investigating some of the data suppliers we mentioned earlier.
· We look at L&D internally and raise skill set levels so that we can better approach succession planning to retain staff and further their intrinsic investment in the organisation.

We end with this quote:
“Businesses need to see reward as an investment rather than a cost,” (Hajduk, 2017)
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International
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The labour market that we operate in, regulations and practices, legal frameworks, local 
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and retain staff,” 

(Taylor and Woodhams, 2016)
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appropriate to culture & needs of our organisation

be fair, equitable, consistent and transparent

achieve consistent grading

when the market changes, be flexible

be continuously reviewed

allow increases for performance, skill and competence 

easily communicated to employees

allow for necessary budget control

avoid any gender bias
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Fair pay
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Berkley, 2022
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”Performance 

management is an 

ongoing process of 

communication between 

a supervisor and an 

employee that occurs 

throughout the year, in 

support of 

accomplishing the 

strategic objectives of 
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Berkley, 2022
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LINE MANAGERS ROLE IN

REWARD

Ensure our line 6 areas for us to adhere to with our line
managers: managers:

* Ensure that guidelines are followed are decisions fair
and consistent

 Reward policies need to be clear and unequivocal
* Brief line managers thoroughly on the polices etc.
* Train new managers and retrain existing as needed

* Provide guidance to managers (from HR or Reward
specialists)

Monitor decisions and advise on approaches as needed

\ (Armstrong &
Brown, 2019)
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• Ensure thatguidelines are followed are decisions fair 

and consistent

• Reward policies need to be clear and unequivocal
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• Train new managers and retrain existing as needed

• Provide guidance to managers (from HR or Reward 
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• Monitor decisions and advise on approaches as needed

(Armstrong & 

Brown, 2019)
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Reward is important in the attraction and retention of staff

Investment in people can be as important as salary o

No one size fits all - employees are individuals, but there are commonalities

Time spent on an effective reward strategy can boost our standing as an employer of choice
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Reward is important in the attraction and retention of staff

Investment in people can be as important as salary 

No one size fits all –employees are individuals, but there are commonalities

Time spent on an effective reward strategy can boost our standing as an employer of choice
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WHAT IS ‘REWARD’

”... generally covers all financial provisions made to employees, including cash pay, and the wider benefits
package (such as pensions or private medical insurance). It can also include wider provisions for
employees, with the term ‘total reward’ sometimes used to encompass non-pay benefits, such as flexible
working opportunities,” (CIPD, 2022)

Total Reward:

*Flexible benefits.

*Access to professional and career development.
*Meaningful work.

*Freedom and autonomy.

*Opportunity for personal growth.

*Being treated fairly.

*Recognition of achievements.

*Transparency in reward processes and outcomes.

*Able to raise matters of concern.

*Involvement in decisions that affect the way work is done.
*Flexible working options, including homeworking.
Supportive line managers. (CIPD, 2021)
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