

Reward for Performance and Contribution

(AC 1.1)

Reward refers to all the financial and non financial benefits employees receive in return for their contribution. A total reward approach combines extrinsic rewards such as pay, bonuses, holidays and pensions, with intrinsic rewards such as recognition, personal growth, and meaningful work (Rees and Smith, 2021). At Eco-Insulate UK, there is currently no incentive scheme in place, so the organisation is missing opportunities to use both types of reward to motivate staff and address high turnover. Introducing a total reward approach could help keep skilled and non-skilled employees by helping them financially and also their motivation for by feeling appreciated and to encourage them to develop.

Employees should feel they are rewarded appropriately for their work compared to colleagues and the wider market (Armstrong and Taylor, 2023). At Eco-Insulate, resentment is growing because senior staff receive more favourable pension arrangements than other employees. This undermines trust and can contribute to turnover. Reviewing pension provision and ensuring it is the same across the workforce would help restore fairness and consistency which will avoid favouritism (Armstrong and Taylor, 2023). 

Eco-Insulate currently relies on measured day work and standard times but offers no structured link between performance and reward. Performance related pay or recognition system could reward employees fairly for meeting or exceeding agreed standards.
At present, Eco-Insulate has no clear communication about reward beyond basic pay and holiday entitlement. Making a reward processes visible such as publishing bonus criteria or explaining how performance links to recognition, would help employees see the connection between their contribution and any additional reward (CIPD, 2023). This helps both the employee and the organisation as if rewards are integrated with business objectives, employees are motivated to work towards outcomes that benefit the company (Marchington et al., 2020). If Eco-Insulate wants to promote sustainability and product innovation, it could reward employees for ideas that reduce waste or improve energy efficiency. All managers would need training to apply new schemes fairly and consistently. This would help avoid confusion, reduce perceptions of bias, and ensure compliance with the Equality Act 2010, which requires equal pay for equal work and prohibits discrimination in reward decisions (ACAS, 2023).

Reward also supports the CIPD’s concept of good work, which promotes wellbeing, fairness, and development opportunities (CIPD, 2022). Praise for meeting production targets could encourage higher output, while making clear that poor performance will not be rewarded would help prevent underperformance. Reward policies could also work as a way of communicating with staff. Making the rules around rewards clear and easy to understand can help reduce uncertainty, improve fairness, and build trust in management decisions. The CIPD (2024) highlights that when employees know what is expected and how they can achieve rewards, they are more engaged. Having a written reward policy and sharing it with all staff could start to rebuild trust and show that everyone’s contribution is valued.


(AC 1.2)
Rewards can be put into extrinsic and intrinsic types, both of which contribute to employee motivation and organisational performance. Their impact depends on the organisation, employee needs, and how they are implemented (CIPD, 2023).
Extrinsic rewards are tangible benefits such as salary, bonuses, pensions, paid leave, and other financial incentives (Armstrong and Taylor, 2023). They are essential in meeting employees’ needs for financial security, as highlighted in Maslow’s Hierarchy of Needs, and can have a strong impact on attraction and retention. Introducing competitive pay rates, productivity bonuses, or improved benefits, Eco Insulate could reduce the risk of losing skilled staff. The UK Government (2025) stresses that competitive pay must at least meet or exceed National Minimum and Living Wage requirements, but in practice, employers often need to exceed these to remain attractive in the market.
Vroom’s Expectancy Theory says people work harder when they believe their effort will lead to rewards they value (CIPD, 2023). If Eco-Insulate gives bonuses for meeting targets, staff will try harder if the rules are clear and fair. Herzberg’s Two-Factor Theory says pay and benefits stop people being unhappy but don’t keep them motivated for long (Marchington et al., 2020). This means extra pay can help in the short term but won’t keep staff motivated on its own (CIPD, 2023).

Intrinsic rewards are non-financial motivators like recognition, independence, learning opportunities, and meaningful work (Rees and Smith, 2021). They match the higher levels of Maslow’s hierarchy and Herzberg’s motivators, which boost satisfaction and engagement (Marchington et al., 2020). For Eco-Insulate, this could mean public praise for environmental ideas, training to build skills, and involving staff in decisions. The CIPD (2023) says giving employees a voice and meaningful work can increase engagement and extra effort, both important for long-term success.
Deci and Ryan’s Self-Determination Theory says people are more motivated when they have control over their work, feel capable, and feel connected to others (CIPD, 2023). Letting production teams decide how to reach their targets could make them take more pride in quality and efficiency and help improve the culture.

Extrinsic rewards often work best in the short term, especially for fixing dissatisfaction or competing for staff (CIPD, 2023). Intrinsic rewards work better for the long term, building trust, loyalty, and extra effort (Marchington et al., 2020). 
A good approach would be fair pay and benefits (extrinsic) alongside regular recognition for sustainability achievements (intrinsic). This meets financial needs, fixes fairness issues like unequal pensions, and creates a culture where contribution is valued beyond pay (CIPD, 2023).
Using both intrinsic and extrinsic rewards also gives the business more flexibility in different situations. If money is tight, the company can still offer low-cost rewards like learning opportunities or flexible working. In better financial times, extra bonuses or profit-sharing can be added to show that success is shared. This means the reward approach can adapt to the business’s circumstances without losing sight of fairness and motivation. This balance would help deal with immediate turnover problems while also creating a stronger, more positive culture over time.

(AC 2.1)
Pay structures define how jobs are grouped and the pay levels attached to them. They guide decisions on pay progression, ensure fairness, and help organisations control payroll costs (Armstrong and Brown, 2019). They can be formal, with clear rules and processes, or informal, with more flexibility and fewer policies (CIPD, 2023).

A broad-graded structure is an example of a formal pay structure. It has a small number of grades, each with a wide pay range. Jobs within the same grade are considered to have similar value, based on job evaluation (Cotton, 2022). This approach allows pay progression within a grade, giving managers the flexibility to reward performance, skills, or market changes without needing to regrade the job. Broad grades also encourage career development, as employees can move through pay points within the grade before needing promotion (Perkins and Jones, 2020). At Eco-Insulate UK, a broad-graded structure could help address fairness concerns by linking pay to job size and ensuring employees doing similar work are rewarded consistently.

A spot rate is an example of an informal pay structure. It is a single fixed rate of pay for a specific job, meaning everyone in that role earns the same, regardless of length of service or performance (CIPD, 2023). Spot rates are simple to administer and make it easy to ensure equal pay for equal work, but they offer no progression within the same role. If employees want higher pay, they must move to a different job or negotiate a higher rate (Armstrong and Chapman, 2011). This can create retention challenges, particularly if competitors offer more flexible pay arrangements.

The key differences between broad-graded structures and spot rates relate to flexibility, formality, and progression opportunities. Broad-graded structures are formal, transparent, and built on job evaluation, which supports internal equity. They allow pay progression within a grade and provide clear career paths (Rose, 2022). Spot rates are informal and fixed, offering no built-in progression. While spot rates can promote fairness for the same job and are easy to manage, they can also lead to dissatisfaction and higher turnover if employees feel stuck on a static wage (Marchington et al., 2020).
Eco-Insulate could find moving from an informal approach such as spot rates to a formal broad-graded structure could help address current reward concerns, provide opportunities for development, and link pay progression to performance and organisational goals. The choice of pay structure can also make a difference when hiring and keeping staff. Eco-Insulate could think about using both — fixed rates for entry-level roles and graded pay for skilled or leadership jobs where development is part of the role.


(AC 2.2)
Contingent rewards are payments or benefits given only when certain conditions are met, such as achieving targets or demonstrating specific skills (Armstrong and Brown, 2019). One common form is performance-related pay (PRP), where an employee’s pay is directly linked to their performance against agreed objectives (CIPD, 2023).

Impact on individual performance
PRP can motivate individuals to work harder and focus on achieving agreed outcomes, as it creates a clear link between effort, achievement, and reward. Vroom’s Expectancy Theory supports this telling us that employees are more likely to put in effort if they believe it will lead to valued rewards. In Eco-Insulate UK, production staff could receive a bonus for exceeding output targets, encouraging them to increase productivity. However, if targets are unrealistic or the link between performance and reward is unclear, PRP can reduce motivation and lead to frustration (Perkins and Jones, 2020).

Impact on team performance
When applied to teams, PRP can encourage collaboration by rewarding collective achievements. Team based PRP can strengthen relationships, improve communication, and align efforts towards shared goals (Rose, 2022). Eco-Insulate could set a bonus based on a team’s ability to meet monthly production and quality standards, motivating members to support each other and share best practices. However, there is a risk of conflict if some team members feel others are not contributing equally but still benefit from the reward. Careful design, such as combining individual and team measures, can help manage this (CIPD, 2023).

Impact on organisational performance
At organisational level, PRP links rewards to business goals, helping to improve performance (Marchington et al., 2020). For Eco-Insulate, rewarding environmental innovation could improve sustainability and its reputation. But relying only on PRP can cause short term focus and overlook skill growth or culture change. A mix of PRP and intrinsic rewards works best (Armstrong and Brown, 2019).

PRP can boost individual motivation, encourage teamwork, and help achieve organisational goals when designed and communicated well. It could address current performance and morale issues, but it should be combined with other reward elements to keep fairness, avoid unhealthy competition, and support long term engagement.

(AC 2.3)
Employee benefits are non-pay elements of the reward package that support employee wellbeing, retention, and organisational performance (Cotton, 2022). The merits of each benefit vary, depending on personal circumstances, career stage, and lifestyle (CIPD, 2023). Offering a balanced mix of benefits can help organisations meet different needs while supporting objectives.
One common benefit is pension provision, which offers financial security in retirement. This is a long-term benefit that signals organisational commitment to employees, building loyalty and trust (Armstrong and Brown, 2019). It is particularly attractive to employees who value stability and long-term planning. Competitive pension schemes can also strengthen an organisation’s position in the labour market, helping to attract and retain skilled staff (Perkins and Jones, 2020).  Eco-Insulate could change the current pension arrangements so all staff receive the same scheme could improve fairness, reduce resentment, and support a positive culture.

Healthcare benefits, such as private medical insurance, dental cover, and employee assistance programmes, support staff wellbeing and can reduce sickness absence (CIPD, 2023). Providing these benefits shows the organisation values employee health, which can increase engagement and motivation. They are particularly valued in competitive labour markets and can help retain staff who prioritise quick access to medical treatment. Introducing healthcare benefits could help reduce sickness in production roles, improve productivity, and enhance its reputation as an employer of choice.

Flexible benefits schemes allow employees to choose from a range of benefit options according to their needs, such as additional holiday, childcare vouchers, or cycle to work schemes (Rose, 2022). The good thing about this approach is that it recognises individual differences such as younger employees may prioritise training or lifestyle perks, while older employees may value pensions or healthcare more highly. Flexible benefits can improve engagement by giving employees control over their package, making it more relevant and valued (Marchington et al., 2020). A flexible benefit scheme could help meet diverse workforce needs while keeping costs predictable through careful budget planning.
Together, these benefits can help Eco-Insulate attract, motivate, and retain talent while supporting performance and culture.

(AC 2.4)
Recognition schemes reward employees for their efforts, achievements, or positive behaviours. They can be formal, such as organised company award events, or informal, such as a quick thank-you from a manager. They can also be monetary or non-monetary, and may focus on individuals, teams, or the organisation (CIPD, 2023). Choosing the right mix can improve morale, strengthen culture, and support business goals.
One suitable option for Eco-Insulate is public recognition. This involves celebrating employee achievements in a way that is visible to others, such as mentioning successes at company meetings, posting them on noticeboards, or including them in newsletters (Rose, 2022). Public recognition not only rewards the individual but also shows others what good performance looks like. It builds pride, reinforces positive behaviours, and can motivate others to aim for similar recognition. Publicly recognising employees who suggest new eco-friendly processes could promote its sustainability goals and encourage more innovative thinking across the business.

A second option is day-to-day informal recognition. This is immediate, personal acknowledgement from managers or colleagues, for example a simple thank-you, a quick email, or a handwritten note (Perkins and Jones, 2020). It works best when telling someone exactly what they did well and when it happens regularly. The main advantage is that it becomes part of everyday workplace culture, creating ongoing positivity without large costs. Seeing as there is low morale currently, managers being consistent with informal praise could help improve relationships, boost motivation, and make employees feel valued on a continuous basis.

A third option is non-cash awards such as gift vouchers, event tickets, or small personalised gifts (CIPD, 2023). These provide a tangible reward without permanently increasing salary costs and can be awarded flexibly to recognise both individual and team efforts. Personalising awards to an employee’s interests increases their impact. Vouchers for eco-friendly products, green travel experiences, or sustainability workshops could not only reward staff but also reinforce the company’s environmental values.
By combining these three schemes, Eco-Insulate could create a balanced recognition approach. Public recognition boosts visibility and sets examples, day to day praise builds a culture of appreciation, and non-cash awards offer personalised, memorable rewards. 

(AC 3.1)
The reward environment is shaped by both internal and external factors that affects how well an organisation can attract, retain, and motivate employees (Armstrong and Brown, 2019). Understanding these factors is key before introducing a new reward approach.
One of the most significant internal issues at Eco-Insulate is the difference in pension arrangements between senior staff and the rest of the workforce. This likely developed over time to reward and retain senior leaders, but in today’s workplace, where transparency and fairness are valued, it is widely viewed as unfair. According to Perkins and Jones (2020), perceived unfairness in reward can directly damage trust and commitment and this inequality is contributing to a negative culture and may be a key reason for rising turnover, especially among skilled employees who can find fairer packages elsewhere. It also undermines engagement, and employees may feel less motivated to contribute. Addressing this could have a strong positive impact on morale, loyalty, and performance by showing that all staff are valued equally.
Other internal factors include the lack of incentive schemes and limited communication about rewards. Staff receive basic holiday entitlement and a pension, but there is no structured link between performance and reward, meaning there is little motivation for employees to go beyond minimum expectations. As the CIPD (2023) notes, transparent and well communicated reward systems help employees see how their contribution links to organisational success.

Externally, Eco-Insulate operates in a competitive manufacturing sector facing skills shortages, which means other companies may attract talent by offering better pay or benefits. Benchmarking pay against similar employers is priority to remain competitive (Cotton, 2022).
The cost of living crisis is also putting pressure on employees to seek higher wages. Inflation has reduced the value of take home pay (ONS, 2024), making financial rewards a priority for many workers. While money is important, there is growing demand for non financial benefits such as flexible working and career development opportunities (CIPD, 2023).
Legal factors also shape the reward environment. The Equality Act 2010 requires equal pay for equal work and prohibits discrimination (ACAS, 2023), while National Minimum and Living Wage laws set a legal baseline for pay (UK Government, 2024).

As already mentioned, pension inequality is a particularly damaging issue for Eco-Insulate, as it combines both a fairness problem and a morale issue. While other internal and external factors also need to be addressed, changing this could have an immediate and lasting impact on engagement and trust. Alongside this, benchmarking pay, improving reward communication, and linking rewards to sustainability goals would help make Eco-Insulate more competitive and aligned with its values. Technology is another outside factor that can affect reward. As manufacturing becomes more automated, the skills the business needs will change. This means the reward system might need to focus more on recognising new ideas, problem-solving, and learning new skills. Eco-Insulate could offer incentives for staff to complete training or take part in projects that improve processes. This would help staff feel confident with new systems and more secure in their jobs. It would also support the company’s long-term goals by keeping its workforce skilled and ready for future changes.

(AC 3.2)
Benchmarking reward data means comparing pay, benefits, and working conditions with other organisations to see how competitive they are (CIPD, 2023).  Eco-Insulate UK is struggling with staff leaving and low morale so using reliable benchmarking data is important to build a fair and competitive reward strategy. There are a few methods in which you can do this.

Salary surveys are carried out by professional bodies, consultancies, or industry groups to collect information on pay and benefits for similar jobs (Perkins and Jones, 2020). They are useful because they give up to date comparisons tailored to a company’s size, sector, and location. Joining manufacturing specific surveys could show whether pay for skilled production staff matches market levels. However, surveys can vary which can give misleading results. Paid surveys from well-known providers are usually more accurate but can be expensive (Armstrong and Brown, 2019).

ONS data includes official figures on pay, working hours, inflation, and employment trends. These are very reliable because they are collected using strict government standards (ONS, 2024). Eco-Insulate could use this to track wage growth, see how inflation affects real earnings, and compare working hours with national norms. The drawback is that ONS data is general and not specific to the manufacturing sector, so it may need to be combined with more targeted sources (CIPD, 2023).

Government labour market reports, such as those from the Low Pay Commission or the Department for Business and Trade, give information on minimum wage changes, skills shortages, and pay settlements (UK Government, 2025). These are valuable for planning ahead and ensuring compliance with legal requirements. Eco-Insulate could prepare for increases to the National Living Wage. The limitation is that these reports are only updated periodically and may not reflect quick changes in the market.

Using all three sources together would give Eco-Insulate a full picture which would improve fairness, market competitiveness, and staff retention.

(AC 3.3)
Job evaluation is a way of working out the relative value of jobs in an organisation so pay is fair, consistent, and based on evidence rather than personal opinion (CIPD, 2023). It is important because it supports compliance with the Equality Act 2010, which requires equal pay for equal work, and it helps the organisation explain pay decisions clearly to staff (ACAS, 2023).

An informal approach is when job values are decided without a set method, often based on a manager’s judgement or quick market comparisons. This can be faster and easier to carry out, but it risks bias and inconsistency. Over time, this can lead to unfair pay gaps, low morale, and even legal claims if employees believe they are not paid equally for similar work (Armstrong and Brown, 2019).
A formal approach follows a clear process with set steps and criteria. This creates transparency, as employees can see how decisions are made. It also provides evidence to defend against equal pay claims. While it takes more time and resources to set up, it ensures decisions are consistent across the organisation, helping to build trust and fairness (Perkins and Jones, 2020).

Analytical methods break jobs into separate factors, such as skills, responsibility, knowledge, decision-making, and working conditions. Each factor is given a score, and the total score is used to place the job in a grade or pay band. The point-factor method is a common example. Because each factor is assessed separately, this method is more objective and provides strong evidence in equal pay disputes (CIPD, 2023).
Non-analytical methods look at the job as a whole and compare it to other jobs without breaking it into parts. Examples include simple job ranking or job classification. These methods are quicker and require less detail, but they rely more on personal judgement. This makes them easier to challenge and less reliable for proving fairness in pay decisions (Armstrong and Brown, 2019).

Other techniques include job matching and levelling, which compare internal jobs to external market benchmarks. These can help keep pay competitive with other employers, but if used without an analytical process, they might not guarantee fairness between different roles within the organisation (Perkins and Jones, 2020).

(AC 3.4)
Legislative requirements play a key role in shaping reward practice because they set minimum legal standards and promote fairness in pay systems. 
The Equality Act 2010 requires men and women to receive equal pay for equal work. This includes “like work” (same or broadly similar roles), work rated as equivalent (through job evaluation), or work of equal value in terms of effort, skill, and decision-making. Equal pay applies not only to basic salary but also to bonuses, overtime, pensions, and other contractual benefits (ACAS, 2023). This means Eco-Insulate should regularly reviewing pay structures and pension schemes to ensure they do not favour senior staff or specific groups. Non-compliance can lead to employment tribunal claims, back pay awards of up to six years, reputation damage, and reduced employee trust. A fair and transparent pay system not only meets the legal requirement but can also improve morale and retention.

The National Minimum Wage Act 1998 sets the minimum hourly rate employers must pay, with current rates (from April 2025) including £12.21 per hour for workers aged 21 and over, £10.00 for those aged 18–20, £7.55 for under 18s, and £7.55 for apprentices (UK Government, 2025). The aim is to protect workers from unreasonably low pay and to promote a baseline standard of living. Compliance involves monitoring pay for all staff and ensuring any performance-related or piecework systems meet or exceed these minimum rates. Failure to comply can lead to HMRC penalties of up to 200% of arrears, public “naming and shaming,” and loss of recruitment competitiveness.

The Equality Act 2010 (Gender Pay Gap Information) Regulations 2017 require organisations with 250 or more employees to publish their gender pay gap annually. This includes the difference in average hourly pay and bonus pay between men and women, as well as the distribution of men and women across pay quartiles. While Eco-Insulate currently appears to be below the reporting threshold, monitoring gender pay data can still be valuable. Publishing this information can support employer branding, demonstrate commitment to equality, and help attract and retain talent. Failing to address a large pay gap can damage organisational reputation and employee engagement, even if no legal breach of equal pay law exists.
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