COURSE: REWARD MANAGEMENT 
LECTURE 1: INTRODUCTION TO REWARD MANAGEMENT 
LECTURER: DR LUCY KARIMI KIRIMA
Lecture learning outcomes:
At the end of the lecture, you will be able to:
i. Understand the concept of reward management 
ii. Discuss the Characteristics of reward management. 
iii. Examine the aims and  objectives of reward management
REWARD MANAGEMENT
Reward management is concerned with the formulation and implementation of strategies and policies that aim to reward people fairly, equitably and consistently in accordance with their value to the organization(Armstrong,2010)
Reward management consists of analysing and controlling employee remuneration, compensation and all of the other benefits for the employees. Reward management aims to create and efficiently operate a reward structure for an organisation. Reward structure usually consists of pay policy and practices, salary and payroll administration, total reward, minimum wage, executive pay and team reward.
Reward management is concerned with the strategies, policies and processes required to ensure that the value of people and the contribution they make to achieving organizational, departmental and team goals is recognized and rewarded. It is about the design, implementation and maintenance of reward systems (interrelated reward processes, practices and procedures) that aim to satisfy the needs of both the organization and its stakeholders and to operate fairly, equitably and consistently. These systems will include arrangements for assessing the value of jobs through job evaluation and market pricing, the design and management of grade and pay structures, performance management processes, schemes for rewarding and recognizing people according to their individual performance or contribution and/or team or organizational performance, and the provision of employee benefits. It should be emphasized that reward management is not just about financial rewards, pay and employee benefit. It is equally concerned with non-financial rewards such as recognition, learning and development opportunities and increased job responsibility.
Reward constitutes an important element in human resource management. Reward management is essentially about designing, implementing and maintaining the pay systems, which render a significant contribution in bringing about improvements in organizational performance. Reward management is referred to as the process of developing and implementing strategies, approaches and systems, which would make provision of help and support to the human resources in the achievement of organizational goals by increasing motivation, inspiration and commitment. The designing and operation of the reward management processes and practices would initiate from acquiring an understanding of the implications of the psychological contract concept and motivation theory, which have an effect upon the pay levels. When the processes of reward management are put into operation, the needs and requirements of the human resources as well as the organization need to be taken into consideration (Taylor& Francis,2008,Armstrong,2010).
[bookmark: _Hlk144971918]Characteristics of reward management 
Reward management is fundamentally about people. It is stakeholder orientated, integrated, strategic and evidence based. Reward management is concerned with people – especially the employees who are rewarded for their efforts, skills and contribution but also the directors, managers and reward specialists who plan, manage and administrate rewards. This is in accordance with the view expressed by Schneider (1987) that: organizations are the people in them- people make the place. This means that: Attraction to an organization, selection by it, and attrition from it yield particular kinds of persons in an organization. These people determine organizational behaviour- positive job attitudes for workers in an organization can be expected when the natural inclinations of the persons there are allowed to be reflected in their behaviours by the kinds of processes and structures that have evolved there.
A stakeholder approach 
The purpose of human resource management (HRM) is to meet the needs of all the stakeholders in the business – employees, customers, suppliers and the public at large as well as management and shareholders. Reward management shares that purpose. In doing so, it can make a significant contribution to meeting the varied needs of stakeholders successfully. It is accordingly concerned with improving business performance, shaping the behaviour of employees and developing a climate of trust.  Reward management can best do this if it is evidence based. But there is also an ethical dimension. Reward management policies in association with HR policies can help to create a working environment that provides for the just, fair and ethical treatment of employees. 
Integrated reward management
 Integrated reward management is an approach to reward management that provides for reward policies and practices to be treated as a coherent whole in which the parts contribute. In conjunction with one another to ensure that the contribution people make to achieving organizational, departmental and team goals is recognized and rewarded. It consists of a related set of activities that impinge and impact on all aspects of the business and the HRM practices within it. As White (2005) points out, in an integrated approach ‘each individual element of reward supports the other to reinforce organizational objectives.
Aims of reward management 
According to, Ghoshal and Bartlett (1995) the overall aim of reward management should be to ‘add value to people’. It is not just about attaching value to them. Therefore, reward management  aims to:
1. Support the achievement of business goals through high performance
2. Develop and support the organization’s culture
3. Reward people according to the value they create
4. Reward people according to what the organization values
5. Align reward practices with employee needs
6. Help to attract and retain the high-quality people the organization needs
7. Win the engagement and commitment of people
8. Reward the right things to convey the right message about what is important in terms of behaviours and outcomes
9. Develop a performance culture
10. Help to attract and retain the high quality people the organization needs.
11. Develop a positive employment relationship and psychological contract
12. Reinforce Overall Business Strategy & ensure Organizational Success
13. Meet Legal Standards (compliant with laws and regulations)
14. Be cost-effective and affordable
15. Maintain remuneration and benefits that are competitive in the industry
16. Provide tax-effective purchase of insurance and benefits
Aligning reward practices with both business goals and employee values as Duncan Brown (2001) emphasizes that the ‘alignment of  reward practices with employee values and needs is very important as alignment with business goals, and critical to the realization of the latter. More so, Operating  fairly makes  people to feel that they are treated justly in accordance with what is due to them because of their value to the organization (the ‘felt-fair’ principle of Eliot Jaques (1961).In addition, applying  equity where people are rewarded appropriately in relation to others within the organization, relativities between jobs are measured as objectively as possible and equal pay is provided for work of equal value and also  functioning  consistently where decisions on pay do not vary arbitrarily and without due cause between different people or at different times. Further, operating transparently where people understand how reward processes operate and how they are affected by them.
Strategies to Achieve the Objectives
The aims of reward management are achieved by developing and implementing various kinds of strategies, policies, practices and procedures that are founded on the philosophy, operate in accordance to the principles of distributive and natural justice, function justly, equitably, consistently and transparently, are aligned to the business strategy, and are in accordance to the context and culture of the organization (Armstrong, 2007). The strategies that are necessary to achieve the objectives of reward management are, reward philosophy, distributive justice, procedural justice, fairness, equity, consistency, transparency, strategic alignment, contextual and culture fit, fit for purpose, and developing a high-performance culture. These have been stated as follows according to Armstrong (2007).
Reward Philosophy – Reward management is based on the well-articulated philosophy. It is the set of beliefs and guiding principles that are consistent with the values of the organization and help to enact them. These include beliefs in the need to achieve fairness, equity, consistency and transparency in operating the reward system. The philosophy recognizes that if HRM is about investing in human capital from which a reasonable return is required, then it is proper to reward people differentially according to their contribution (ie the return on investment they generate). The philosophy of reward management recognizes that it must be strategic in the sense that it addresses longer-term issues relating to how people should be valued for what they do and what they achieve. Reward strategies and the processes that are required to implement them have to flow from the business strategy. Reward management adopts a ‘total reward’ approach which emphasizes the importance of considering all aspects of reward as a coherent whole which is integrated with other HR initiatives designed to achieve the motivation, commitment, engagement and development of employees. This requires the integration of reward strategies with other human resource management (HRM) strategies, especially those concerning human resource development. Reward management is an integral part of an HRM approach to managing people. The philosophy will be affected by the business and HR strategies of the organization, the significance attached to reward matters by top management and the internal and external environment of the organization.
Distributive Justice – Distributive justice refers to how rewards are given to the individuals. When the workforce is rewarded for the conduct, performance, completion of targets and implementation of job duties, they form the viewpoint that their hard work and efforts have been recognized. This in turn would motivate them to perform their job duties in a well-organized manner and meet the desired expectations. They believe that rewards have been distributed in accordance to the value of their contribution. They have received what was promised to them. This is apparent that employees aspire to get rewarded for their hard work. Therefore, rewarding them would lead to the feelings of job satisfaction.  
Procedural Justice – Procedural justice refers to the ways in which the managerial decisions are made and reward policies are put into operation. When the employees are to be rewarded, it is apparent that various factors need to be taken into account. These include, job duties, activities, attendance among others. On the basis of these factors, decisions are made. The factors that are taken into account in the case of procedural justice are, viewpoints of the employees are given recognition, personal bias towards employees is suppressed, criteria for decisions is applied to all the employees, employees are provided with early feedback in terms of outcomes of decisions and employees are also provided with adequate explanations regarding why decisions have been made. 
Fairness – A fair reward system is the one that operates in accordance with the principles of distributive and procedural justice. The assumptions underpinning the theory are that, there is an unrecognized standard of fair payment for any level of work, unconscious knowledge of the standard is shared among the population at work, pay need to be in accordance to the level of work and the capacity of the individual to get engaged into it and individuals should not receive less pay. The pay and reimbursements have to be in accordance to the job duties. This felt-fair principle is passed into the common language of those involved in reward management. In some cases, it is used as the final arbitrator regarding how job should be graded, possibly overriding the conclusions reached by an analytical job evaluation. 
Equity – Equity is achieved when the individuals are rewarded in an appropriate manner. Equity in rewards is regarded as one of the important aspects in generation of interest and enthusiasm among individuals towards the implementation of job duties. Both men and women need to be given equal pay for the same job duties performed. Furthermore, there should not be any kind of discrimination on the basis of caste, creed, race, ethnicity, religion, and socio-economic background. Equitable reward processes ensure that relativities between jobs are measured as objectively as possible. Equal pay is given for the work of equal value. 
Consistency – A consistent approach to reward management is referred to when decisions are made in terms of giving of rewards, they do not vary arbitrarily, without due cause between different people or at different times. They do not deviate irrationally from what would be regarded as fair and equitable. In giving of rewards, the organization also has to take into consideration financial resources. When they possess sufficient finances, they will be able to give rewards. Whereas, when they possess limited financial resources, they have to plan rewards accordingly. Therefore, consistency and uniformity are important factors that need to be taken into consideration in giving of rewards. 
Transparency – Transparency takes place when the members of the organization acquire an efficient understanding in terms of how the processes of rewards are put into operation and how they are affected by them. The reasons for pay decisions are made at the time they are made. In transparency, the employees are also provided with the rights to participate in the decision-making processes regarding development of reward policies and practices. When the employees are provided with these rights, they develop motivation towards the performance of job duties and achievement of organizational goals. 
Strategic Alignment – The strategic alignment of reward practices ensures that reward initiatives are planned with reference to the requirements of the business strategy. The formulation of measures and strategies has to be in accordance to the organizational goals. When the organizations are rewarding their employees, it is vital to take into account certain factors, these include, organizational goals, number of employees, infrastructure, materials, technologies and equipment, laws and policies, job duties of all individuals and overall working environmental conditions. These factors need to be taken into consideration, when not only formulation of reward policies but also ensuring strategic alignment of reward practices. 
Contextual and Culture Fit – The design of reward processes should be governed by the framework, i.e. characteristics of the organization, business strategy, type of employees and organizational culture. When it is stated type of employees, it is referred to the employees engaged in various job positions. Whereas ,organizational culture is referred to values, norms, principles and standards. Worthwhile practices need to be taken into consideration. Best fit is considered more important as compared to the best practice. Therefore, it can be stated that cultures, norms and values of the organization need to be taken into consideration, when giving rewards and formulating reward practices. 
Fit for Purpose – The formulation of reward strategy and design of the reward system have to be in accordance to the objectives of reward management. The members of the organization need to work in collaboration and integration in order to ensure reward strategy and reward systems are in accordance to the aims of reward management. 
Developing a High-Performance Culture – A high-performance culture is the one in which the individuals are aware of the requirements to perform well and implement appropriate conduct in order to meet the expectations. Employees will be engaged in work and will be wholeheartedly dedicated towards the achievement of organizational goals. This kind of culture takes into consideration various interrelated processes that would enable the individuals to work in collaboration. In the high-performance culture, the individuals are well-aware in terms of job duties and organizational goals, they are working towards the development of knowledge, competencies and abilities, particularly the ones, necessary to carry out their job duties satisfactorily, and managers and supervisors act as supportive leaders, guides and mentors. They provide feedback and render a significant contribution in the achievement of desired goals. In this culture, there is a climate of trust and teamwork, which would enable the individuals to carry out their job duties in a well-organized manner. Therefore, it can be stated that when the members put into operation these factors, they will be able to form a high-performance culture. 
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