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Introduction

The following report will provide an overview of reward for performance and contribution that will help inform Eco-Insulate UK of good practice to use reward to help attract and retain staff and assist with the current turnover issues. Small changes to reward incentives, offering company benefits and reviewing how the company recognises good performance can help to influence organisation culture and positively impact performance.

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

People work to live; especially in the current economic recession, salary must remain competitive to support employees (LinkedIn 2024). Salary is the common factor associated with reward however reward management includes strategies, policies, and procedures necessary to acknowledge the contributions of employees to the organization through both financial and non-financial rewards (Taylor & Woodhams 2022). Culturally, a fair and transparent reward structure can help to balance power between employees and employers. The obvious benefit of remuneration for the employees but it also helps employees’ brand of being an employee of choice and having a good reputation, as reward can be an insight into how a business treats its staff. Eco Insulate UK needs to ensure reward decisions are fair and that outcomes are transparent (CIPD 2024b).

There are two main principles of reward; strategic reward is the design and implementation of reward practices that support the organisations objectives to remain profitable and enhance employees career aspirations to aid retention. This includes tangible reward measures that can be quantified and are more traditionally known including appraisal based pay and incentives (CIPD 2022a). Though performance rewarded pay may pose a risk to wellbeing in terms of burn out through competition and may drive poor behaviours as discussed further in AC 2.2. Secondly, total rewards goes above standard remuneration and recognises all aspects of work including non-financial rewards and cultural aspects of an organisation such as flexible working and allowing a work life balance, supportive management and equality i.e. those within caring roles may value the emotional support of a team and wellbeing support as a large driver of job satisfaction and retention (Taylor & Woodhams 2022). Total reward can significantly enhance the culture of an organisation and should be considered with the importance.

Both principles are important to help to attract new employees as well as retain and motivate current employees which can help meet employee needs and organisational objectives mutually. Though care should be taken to communicate total reward packages as a benefit to ensure employees understand this, this can also be subjective based on opinion of what employees’ value (CIPD 2024c).

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

To define both reward types, extrinsic rewards are tangible and is what is expected when an employee works to achieve desired business outcomes, driven by external factors such as financial benefits, bonuses but also job title or status. This is a more traditional approach to reward although by comparison, intrinsic rewards are the psychological benefits to employees as they find the activity meaningful or enjoyable, this is unique to each individual and can’t be quantified and there has been a cultural shift towards these rewards being included in a total reward package as referenced above in AC 1.1 (Hajduk 2017).  Motivations can vary throughout employees lives and therefore Eco-Insulate UK should ensure these are regularly to ensure they remain relevant. Employees prioritise different things at various stages i.e. extrinsic earning potential during early adulthood and intrinsic rewards with flexibility becoming more of a driver for those with children therefore the intrinsic and extrinsic balance may shift around lifecycle. Extrinsic rewards can boost motivation of employees, when this is known to be fair and relative to the role being completed (Taylor & Woodhams 2022).
Eco Insulate UK could consider funding courses to allow employees to enhance their capabilities and boost organisational performance through a culture of learning and development, resulting in a skilled and credible workforce.  Allocating time for learning and encouraging employees to prioritise self-development through annual reviews and PDPs are a low cost way of doing this and the output can translate to increased performance and effort employees are willing to make (CIPD 2023c).  Modern employment relationships talk of the term 'psychological contract' influencing the behaviour of employees, this is the intangible human side of a contract of employment that encompasses beliefs and expectations of what each party can expect and is linked to intrinsic reward and contribution.  A psychological contract can drive positively drive motivation and productivity of employees and overall improve job satisfaction (CIPD 2024c). This can improve the discretionary effort employees are willing to give to a job, going above and beyond the minimum required and can therefore help sustain organisational performance (Olsen 2021). Unfair reward practices i.e. pay can break the psychological contract; therefore transparency will be key to engage and motivate Eco Insulate UK employees and improve overall culture (Taylor & Woodhams 2022).


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

Consideration of both pay and grading structures are crucial aspects of reward management for Eco Insulate UK. 

Taylor & Woodhams (2022) define a grade structure as placing comparable jobs within the same bracket, grade, rank or band based on responsibilities and complexities. These can be based on a single grade structure in which all jobs are placed, or they can group into like roles as above. Pay grades can provide a fixed framework of salary ranges rather than this being subjective and negotiable.  Similarly, a pay structure defines the different levels of actual pay for jobs. Having a robust pay structure provides a systematic and transparent approach to managing salary increases within organisations, giving order and clarity to employees and helping to ensure fairness and equality by avoiding potential pay discrimination, i.e. care should be taken so that the grade line isn’t pitched just above a group of jobs generally carried out by women (Unison 2023). Pay structures can also help drive the behaviours and performance needed for business success and may go some way to improving the negative culture found reported by Eco Insulate UK’s employees (CIPD 2024a). 

Grade and pay structures can work hand in hand, complementing and reinforcing each other. An example of this is the NHS banding system, this ‘job families’ pay system covers all NHS employees except for doctors, dentists, and top-level managers.  There are 9 pay bands beginning with band 1 which carries a basic salary of £23,615, and typically staff members advance to the next salary band after completing the necessary number of years, continuing until they reach the band's maximum pay point. Different job roles within the NHS are banded differently i.e. nurses are band 5 but ward managers will move to band 8 with the relevant remuneration (NHS 2024). It is worth noting that such pay structures make it harder to give discretionary reward to employees and therefore a joint approach with contingent rewards below is an important aspect to consider (CIPD 2024b).

CIPD (2024a) talks of pay structures have two key characteristics: the number of bands within the structure and the span of each band, care should be taken that the bands aren’t too narrow and therefore people reach the top of their bands quickly or too broad, known as ‘broadbanding’ which gives more flexibility and has no pay progression limit within each band although can be ambiguous and lead to discrepancies. CIPD (2024a) also refers to further examples of pay structures such as ‘pay spines’ whereby series of incremental points that allow for pay progression are linked to length of service/tenure of employees, basic individual pay ranges that are attached to each job or employee and local pay structures that considers location of employees i.e. salaries in London are generally higher.
Eco Insulate UK need to consider that pay structures aim to reward higher levels of performance or contribution, it is important to control payroll costs to remain profitable and in situations where employees are earning at the top of their structures, cash bonus payments might be more economical than annual pay increases (CIPD 2023c).

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

Eco-Insulate UK have no contingent reward schemes, and this could be reviewed to reward performance through incentive and financial compensation for hitting goals or targets individually, as a team or rewarding overall company success (CIPD 2020).  Admiral Group PLC have an bonus scheme in play for members of staff on company probation, this cohort, identified as an attrition risk using data from 0-12 month tenured employees, earn a bonus payment of £500 at the end of their probationary period. This is useful to boost the morale and engagement of those who pass their probation, and it has positively impacted retention which would be beneficial to Eco- Insulate UK.

Any new incentive initiatives should be designed to promote positive business practices in line with overall business strategy and not, where possible, encourage negative or unwanted behaviours from teams of staff who may manipulate the system to benefit financially. Whilst the positives of introducing contingent rewards to employees are explicit, indirectly incentives can be detrimental if people begin to rely on the supplemented income that the incentive provides, making changes difficult whilst potentially hinder career progression, as incentives tend to be higher in entry level jobs to supplement a lower basic wage making this a difficult choice to lose this money to accept promotion roles (Hajduk 2017).

As well as being achievable per job role, incentives should be fair and transparent, there should be considerations around fairness when applying individual attendance based bonuses i.e. should an employee have an underlying medical condition resulting in sickness absence, there are potential discrimination issues here with penalising for any absence linked to an underlying disability or protected characteristic covered by the Equality Act (2010) (Daniels 2022). 

It is also imperative that incentives overall should link to overall organisational strategy, rewarding employees to treat customers fairly (TCF) and consistently. Being a manufacturer Eco Insulate UK is governed and regulated by the Financial Conduct Authority (FCA) which states all firms must be able to show consistently that fair treatment of customers is a business focus. The FCA outlines ways in which financial incentives given by organisations can potentially impact customers negatively and how to overcome this by proactively monitoring performance related to incentives and TCF when it comes to vulnerable customers (FCA 2015).

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

CIPD (2024d) define a benefit as a ‘non-cash provision within the reward package’ which can have a financial cost for employers. From a review of the current position, it is clear Eco-Insulate UK offer a non-contributory pension scheme which is a significant benefit for employees, helping to protect employees’ futures throughout their time with the company. There is merit in extending this further as employee benefits can act as strategic tool to help attract, retain, and most importantly motivate employees, which goes on to support the organisation’s overall performance (CIPD 2024b).

It is noted that Eco-Insulate UK only offer statutory amount of annual leave entitlement to employees.  Whilst increasing annual leave provision comes with financial implications, the offer of flexible types of leave i.e. duvet day or ‘my time’ means employees have the flexibility to request leave at short notice to supplement their leave, may be of benefit with less cost attached. Allowing employees to take in the moment leave without impacting their annual leave entitlement could potentially lead to a decrease in sickness-related absences as a further positive output though this could be masking a wider problem and care must be taken to consider basic staffing requirements for the company to function with unplanned absence (Parks 2019).

Admiral Group PLC have a company share scheme as a company benefit which has become well-known and valued heavily by employees. All employees past 12 months tenure, earn up to £3600 a year in company shares with dividend payments along the way. This is a sizeable company benefit although has clear financial costs attached but is an example of a benefit in practice and can be considered in terms of introducing a tenure related bonus for those at Eco Insulate UK.  A scheme like this rewards loyalty, tenure and can aid the retention of employees which goes on to limit recruitment costs, which can offset against the cost of implementation of a new benefit such as this.  

In summary, it is worth noting that organisations with traditional hierarchal structures in which managers make decisions for employees may not be representative of what the overall workforce value or require. To prevent this, being consultative with employees in the form of employee forums or surveys would ensure different perspectives are considered, including those from unrepresented and protected groups, to ensure benefits are relevant. Benefits should be relevant and regularly reviewed to remain suitable for all employee groups. In today's diverse workforce, there are up to five generations of people included and it is crucial that benefits are inclusive across all groups i.e. a menopause provision has been topical in recent HR literature (Dank 2023).

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

Recognition is the acknowledgment or appreciation of an employee’s hard work, achievement and can be both monetary i.e. cash rewards or incentives or behavioural i.e. verbal praise. CIPD (2020) advises that recognising employees not only benefits the individual with their job satisfaction, but it can reduce employee turnover, help retain talent and succession planning and increases productivity. As a result introducing recognition initiatives is a valuable step for Eco-Insulate UK to help make employees feel valued and appreciated. Gallup (2024) advise that the most effective recognition is honest, authentic and personal to how an individual would like to be recognised.

Such initiatives do not have to be expensive to facilitate, recognition initiatives can be informal such as a thank you card or more formal i.e. 'Star of the Month' or 'Employee of the Year' awards, which can significantly highlight employee achievements and are low cost in terms of delivery (Gallup 2024). CIPD (2020) suggests taking this further with the use of a digital platform for public display i.e. a Twitter page. This external visibility demonstrates the importance of recognition and showcases it to potential employees and stakeholders, again keeping this cost effective. 

Nevertheless as mentioned in AC 1.1, traditional methods of recognising good work in employees often involve extrinsic cash rewards, such as vouchers or gift cards. This has obvious financial implications for Eco-Insulate UK and should be well considered when also introducing other initiatives already referenced in this report in AC 2.3.  CIPD (2020) references using the demographic of employees to the advantage here as well as supporting other local businesses having a good social impact, another concept seen as valued by employees i.e. sending cupcakes out to employees from a local bakery as a thank you rather than adding a cash bonus to gross pay. Admiral Group PLC as a large UK employer, offer employees an afternoon out with their teams as a thank you for collective hard work and performance, this is centred around a funded activity or meal out and is often referenced as having a positive impact on morale in staff surveys and can be a consideration for Eco Insulate UK.

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

The reward environment in a business context is layered and requires a strategic approach, aligning with the Eco Insulate UK’s culture and performance objectives. It is important that the business is agile to adapt to the ever changing internal and external business factors, which work alongside each other in each context.
The business context of reward management can be split into three main areas.
International context
This is covered by two main risks, that organisations may take advantage of cheap labour to secure an advantage with lower staffing costs and cultural differences in expectations and performance of employees (Taylor & Woodhams 2022).
National context
More relative to Eco Insulate UK is the national setting in which the business is situated, especially relevant during times like Brexit and COVID-19 pandemic (Taylor & Woodhams 2022). This involves reviewing employment legislation covered by UK businesses in relation to Employment Law i.e. National Minimum/Living Wage, trade union pressures and elements such as the cost of living crisis (Francis-Devine & Powell 2024).  Further information on employment legislation to follow in AC 3.4.
Corporate context
These internal factors are driven by leadership teams and business owners and are instilled into employees through the culture of an organisation, financial pressures to how to drive reward management practices will differ between businesses however implicit organisational factors include talent management, transparent pay structures and rewarding people for the value they bring (Taylor & Woodhams 2022).  The Office for National Statistics (ONS) provides quarterly updates on the labour market, offering key economic insights on factors such as inflation, unemployment and job vacancies, and wage growth. Eco Insulate UK need to ensure they are using these factors to remain competitive with their strategic reward management (ONS 2024). There are some concerns this the ONS data is becoming less reliable with lack of responses (Francis-Devine & Powell 2024).

Evaluate the most appropriate ways in which benchmarking data can be gathered and   measured to develop insight. (AC 3.2)
 
Benchmarking data is Evidence Based Practice (EBP)in use in practical terms, a business must rely on more than just professional expertise, which can be subject to personal opinions, assumptions, and biases without supporting evidence. Data is quantifiable and can be used to draw objective conclusions and benchmarking is an EBP approach in HR practises (CIPD 2023a). Examining the data found from benchmarking is a useful exercise for Eco Insulate UK as the reward strategy can be measured against rival companies to ensure it is competitive. Although for this to be relatable it would need to be comparable which can be less accessible externally and as such it may be better to gain insights and trends from within the business through surveys and data.

Formal Benchmarking is split into two types; performance benchmarking and best practice benchmarking, informal benchmarking is done subconsciously based on the behaviour and practices of others i.e. networking at corporate events (LinkedIn 2018). Benchmarking can be done externally against other companies’ hourly rates of pay, working hours, salary structures against external competitors is a key part of market rate analysis, though there are other factors at play such as geographic location, skills and experience of the workforce and the status of the labour market with job vacancy data (Taylor & Woodhams 2022).  This is providing the data is there to be seen, there may be a resistance from organisations to share data to maintain their competitive advantage (LinkedIn 2018).  ONS data can help drive reward management such as reviewing the impact of working from through COVID- 19 pandemic and subsequent hybrid working practices (ONS 2021), delivering insights such as sickness absence rate for workers doing any work from home (WFH) was 0.9% on average, compared with 2.2% for those who did not WFH. This can help Eco Insulate understand if hybrid working practices would be an effective total reward proposal. Finally Employment Tribunal (ET) data can help understand best practice in terms of policies and procedures, though would need to be within a similar sector to be comparable. 

Internally, Eco Insulate UK could analyse trends within the company to do with absence and attrition data between departments and teams, i.e. payroll data, expanding to review staff survey responses and gathering feedback from employees about what they would like to see from a reward strategy. The latter would provide more in depth qualitative data which would balance the numerical data that EBP encourages to get an all-round insight (CIPD 2023a).
Explain approaches to job evaluation. (AC 3.3)

ACAS (2014) defines job evaluation as a method of calculating the relative importance of different jobs within an organisation. This is a thorough, systematic process and often a precursor to reviewing grade and pay structures and can be a useful tool to assess jobs within an organisation although is less effective when comparing against other businesses which is where benchmarking may be a benefit as above in AC 3.2 (Taylor & Woodhams 2022). 

There are analytical methods of job evaluation such as job matching, which involves evaluating as many jobs as possible efficiently against nationally evaluated profiles. Job matching should be conducted by a panel made up of management and staff representative members, for example with the NHS Agenda for Change scheme (NHS Employers 2020).  Job matching matches the job description, person specification and other job information to the representative job profile, this process prevents a more time-consuming full evaluation of all individual roles being required (Unison 2023).
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Figure 1 taken from ACAS (2014)

There are also informal, non-analytical methods of benchmarking seeking to compare whole jobs and place them in rank order internally based on qualitative information, although these methods would not be able to address equal pay concerns and would not comply with the Equality Act (2010) (Unison 2023).

Overall job evaluation methods help standardisation and fairness however are not always used as they have an impact on flexibility and how responsive businesses can be to changes in the labour market and can be time consuming. If Eco- Insulate UK feel there is no one qualified to undertake the evaluations due to the necessity for experience, tact and diplomacy, they can outsource the job evaluation to ensure this is done fairly though there are financial impacts associated with this (Taylor & Woodhams 2022). Job evaluation processes should also be checked to ensure fairness and quality against D&I frameworks and should be repeated regularly to maintain this standard (Unison 2023).

Explain the legislative requirements that impact reward practice. (AC 3.4) 

Eco Insulate UK need to ensure they are adhering to employment regulations throughout its reward practices. If an employee is treated unfairly due to any aspect of the Equality Act (2010) they may raise a discrimination claim against individuals or a company, this can be costly and cause considerable reputational damage (Daniels 2022). This needs to be considered with any incentive based schemes, through to considerations to team fun afternoons out i.e. different religions and activities involving alcohol or gambling. 

ACAS (2014) advises that organisations should have defensible grading structures free from sex discrimination therefore equal pay legislation should be considered, though it is important to note the Equality Act (2010) doesn’t given women the right to fair pay but equal pay specifically. Eco – Insulate UK need to ensure there is no discrimination between men and women regarding all terms and conditions of a contract of employment with pay as a primary factor (Daniels 2022). Equality Act (2010) outlines than a woman has the right to equal pay with a man providing the work is of a broadly similar nature or has been rated as equivalent through a job evaluation scheme and therefore it is a useful tool to prevent ET claims (ACAS 2014).
To improve transparency and avoid potential equal pay claims, Eco-Insulate UK could implement a structured pay scale system as outlined in AC 2.1, outlining the salary ranges for all employees, upscaling for factors such as promotion or tenure and ensuring fairness and consistency.  Similarly, the National Minimum Wage Act (1998) (NMW) gives the right for all workers to receive a minimum hourly rate of pay (Gov.uk no dateb). This was expanded with the introduction of National Living Wage (NLW) (Daniels 2022). Eco-Insulate UK can decide to enhance wages above the NMW, tying in with the Real Living Wage which is a voluntary increase over the NML/NLW, with all employees aged 21 and over receiving a minimum of £11.44 an hour, though this is due to increase in 2024. Eco-Insulate UK should be aware employers are obligated to maintain records of employee payments, including pay slips, from the past six years, ensuring availability on or before the payment date. A payslip should detail the gross and net amounts due for a specified period, along with a breakdown of deductions such as tax, NI and pension contributions (ACAS 2024b). Non-compliance with the National Minimum Wage (NMW) payment or failure to disclose payment information upon request can lead to claims through Employment Tribunal (ET) with a potential maximum penalty of £20,000 per employee for such infringements (Daniels 2022).

Conclusion 

Overall this report demonstrates to Eco Insulate UK the advantages of reward and recognition in improving to the organisation.  This has mutual benefit to the employees in terms of morale and motivation but also aids the perception of the company and can impact overall performance if done well. There are potential impacts when implementing any of the new initiatives above, both financial and legislative however conducting cost-benefit analysis will help moving forward successfully. 
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