Reward for Performance and Contribution

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


Reward systems are important for organisational culture and performance management for many reasons. They are designed to motivate employees, improve job satisfaction and align individual goals with organisational objectives. (Armstrong, 2012) Effective reward strategies acknowledge employee contributions and shape behaviours that support organisational values and performance. Armstrong and Taylor, (2023) highlight that such strategies enable employers to establish how they value their employees and how they will reward them based on that value.  

Armstrong, (2012) has outlined guiding principles that organisations intend to apply when managing reward, for example, reward policies that align with company objectives, paying competitively and rewarding that helps to retain employees and motivate them. Culture and performance at Eco-Insulate is low, so implementing a reward strategy can boost morale for those who are performing well and help to manage those who are not. However, as Armstrong and Taylor (2023) have highlighted, the guiding principles will be better imbedded if the employees have been consulted with the designing of the reward strategy, this is a key component of any successful change management process. 

Reward systems should be fair and impartial, ensuring employees perceive that their contributions are valued appropriately (Perkins, et al, 2016) Equity theory highlights that employees compare their efforts and rewards with those of others, influencing their motivation and satisfaction. (Armstrong and Taylor, 2023) The dip in culture and morale could stem from employees at Eco-insulate who are seeing others being rewarded the same level of pay when they are not performing to the same standard. 

The reward strategy can align incentives with key performance indicators (KPI’s) and organisational goals, this can be done by linking the individual and team performance directly to Eco-Insulates objectives, this will help employees focus on the objectives which can help to see the business thrive. A well-designed reward system can define measurable KPI’s such as sales targets or quality standards which can help improve the performance. Furthermore, this will enable data driven decision making which can help to assess trends and identify high performers. (Mullins, 2007)

Typically reward strategies often contain both financial and non-financial rewards aligning with employee contributions to achieve organisational success. Competitive salaries and performance-based bonuses incentivise employees to exceed expectations, and bonuses are often linked to KPI’s to encourage measurable results, Armstrong and Taylor (2023) Non-financial rewards could be recognition programmes such as acknowledgement through awards, certificates or verbal praise which reinforces positive behaviour and performance (Bratton and Gold, 2017) It’s important to consider both when designing the reward strategy for eco-insulate as financial benefits alone may not motivate an employee to perform. 











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



Extrinsic rewards are related to the job environment rather than the job itself, examples include salary, bonusses, promotions, recognition and other financial or material benefits. (Armstrong and Taylor, 2023) Hertzberg’s two-factor theory explains that extrinsic factors do not lead to motivation, but their absence causes dissatisfaction, which, if unmanaged can lead to lower performance. (CIPD, 2024a). 

Salary may not be the main driver of motivation (Mullins, 2007), and if employees become aware that some are working harder than others who are getting paid the same, this can create a level of unfairness which could impact behaviour and therefore performance, this could be a reason for low morale at Eco-Insulate. Vroom’s Expectancy Theory (1964) suggests that employees exert effort when they believe it will lead to performance and reward. (Mullins, 2007)

Extrinsic rewards create a clear link between effort, performance and outcomes, fostering goal – oriented behaviour (Mullins, 2007) To align employee efforts with business objectives, Eco-Insulate could implement performance-based bonuses to improve performance. Similarly, providing recognition, may motivate employees and boost performance. (Wietrak et al, 2021) It’s important that schemes of recognising and rewarding are fair and carefully planned so employees are clear on how to achieve success, and that it is fair and consistent amongst teams. (CIPD, 2022b) 

The second part of Hertzberg’s theory focuses on Intrinsic rewards, these refer to the psychological and emotional satisfaction an employee gains from performing a task or role effectively. Unlike extrinsic rewards, intrinsic rewards arise internally and are connected to feelings of accomplishment and personal growth. (Mullins, 2007) examples include job satisfaction and a sense of meaningfulness at work. Intrinsic rewards play a critical role in motivating employees by fostering ownership and pride in their work. 

When employees find tasks fulfilling, they are more likely to demonstrate higher levels of engagement, creativity and productivity. If Eco-insulate can focus attention on this through culture and inclusion in the direction of objectives, to help drive the business and motivate the employee, then they are more likely to be self-driven to excel. (Armstrong and Taylor , 2023) Employees who feel intrinsically motivated tend to approach tasks with enthusiasm and a willingness to innovate, leading to a better overall performance. (Mullins, 2007) 

Conveying the need for change to the wider business at Eco-Insulate will be important to get the buy in from the employees, like any big change, the importance of including employees and being clear with your vision of a reward strategy will help ensure its successful implementation. (CIPD, 2025c)   











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



Multi or narrow-graded pay structures are an arrangement where roles are classified or structured across multiple grading levels, based on skills, performance qualifications and experience and will have a pay range attached, (Armstrong, 2012) which typically is quite narrow, and progression is usually linked to performance (Armstrong and Taylor, 2023). 

This could be advantageous for employees of Eco-Insulate as the structure can include clarity in managing different job roles and allows for roles to be defined between levels. It also helps in defining career prospects, pay and responsibilities between the levels.  However, if there are too many grades this can cause a demand to upgrade leading to ‘’grade-drift’’ (Armstrong, 2012) 

Alternatively, broad-graded structures have fewer levels, a broader job range and salary, (Taylor and Woodhams, 2022) which can reflect market conditions and individual performance levels and employees can develop within their band by taking on more responsibilities. (Armstrong, 2012) Eco-insulate may find this type more beneficial based on its size and assuming it has a smaller number of roles. 

However, there is the potential for pay inequality with wide pay ranges as well as the potential for a lack of clarity by employees on how they can progress within a band, which can lead to dissatisfaction. (Armstrong, 2012). 
It can still be successful providing clear guidelines and effective communication are given as well as robust management practices to avoid potential challenges around pay and progression. 


Pay structures are frameworks that determine how employees are compensated based on their roles, skill, and organisational levels. A spot rate refers to a fixed rate of pay for a specific job or role, with all employees performing the same role receiving the same compensation. (Armstrong, 2012) It removes variability in pay for the same job but does not account for individual performance or tenure (Armstong and Taylor, 2023) 

The benefits of spot rates include streamlining payroll processes with the pay being the same and ensuring transparency and fairness, they also provide predictability with salary expenses (Armstrong, 2012) However, if length of service is not considered this could make it challenging to retain top talent. 

A salary cap sets a maximum limit for how much an employee can earn within a specific role or pay grade, employees can progress based on performance, tenure or skill development. This framework can encourage performance improvement with the opportunity to progress within a salary band which could motivate employees to perform better. It can recognise growth and experience with salary increases which helps retain skilled workers, this could be beneficial for Eco-insulate as they have experienced attrition. However, without clear criteria for progression this could lead to subjectivity in pay decisions and become unfair.  (Milkovich, et al, 2017)







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

Performance-related pay (PRP) is a compensation strategy where financial rewards are tied to individual, team or organisational performance, while it has potential benefits, its impact varies across them. PRP can significantly influence individual motivation and performance. Based on expectancy theory, employees are more likely to exert effort when they perceive a clear link between performance and rewards. (Mullins, 2007) For employees motivated by extrinsic factors, PRP can enhance productivity and commitment (Perry, et al 2009) However, not all employees respond positively, as an over-emphasis on financial rewards may undermine intrinsic motivation, particularly for tasks requiring creativity and problem solving. 

At the team level PRP can either improve or reduce collaboration, depending on its design and management. Team-based PRP schemes encourage the collective effort, fostering shared accountability (Marsden, 2004). Such schemes are effective where teamwork is essential as they align individual goals with team objectives. However, perceived inequalities in reward distribution may lead to conflicts on the team. At Eco-insulate, the managing of employees who are under-performing will be essential so that the higher performers do not feel as though they are carrying the team. 

For Eco-Insulate PRP can drive higher performance levels by aligning employee efforts with business objectives (Armstrong and Taylor, 2023) It can be helpful if Eco-insulate is a competitive environment where measurable outcomes, such as sales or production targets, are central to success. 

Another example of contingent rewards is Competency-related Pay (CRP), it links employees pay to their demonstrated competencies, such as skills, knowledge, and behaviours relevant to their roles. For the individual, CRP can provide motivation and enhance personal development as individuals are incentivised to acquire new skills. (Armstrong and Taylor, 2023) Furthermore, CRP rewards employees for their contributions and skills which can boost morale. 

Morale is low at Eco-Insulate so this could be a good incentive to help increase performance and improve culture. However, according to (CIPD, 2024d) the pressure to meet competency benchmarks can overwhelm employees, especially in smaller organisations with limited support. Confident managers, who are thorough with delivering and managing how well the objectives have been meet, will be key to its success. 

In relation to the team CRP fosters a culture of skill-sharing as employees work together to meet competency benchmarks, this could be helpful for eco-insulate for those employees who are not skilled to learn new skills, and at the same time increase performance collectively. (Armstrong and Taylor, 2023) If Eco-Insulate were to adopt CRP, it could help to align employees’ skills with organisations goals, improving productivity and adaptability. (Armstrong and Taylor, 2023) It can also help to position you as an employee of choice for offering development focused – rewards. However, the design of the framework would need to be comprehensive to avoid any inequality, and this may be costly for the business. 









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

The health and wellbeing of employees is critical to an organisation’s success. A wide-ranging health and wellbeing programme not only determines a commitment to the physical, mental and emotional wellness of employees but also promotes a positive workplace culture that enhances productivity, reduces absenteeism and improves retention. (CIPD, 2016d) 

Eco-Insulate has seen an increase in turn-over and is concerned with the overall culture and performance, by proactively addressing stress, work-life balance and physical health, it can help to create a supportive environment where its employees thrive and achieve better business outcomes. (Taylor and Woodhams, 2022) 

Health and wellbeing programmes such as memberships to gyms and mental health support, promote employees’ physical and mental well-being, this can help to reduce stress and enhance work-life balance. The advantages of this for eco-insulate can be fewer sick days taken and employees being more productive which can result in lower absenteeism and turnover. (CIPD, 2016d) These programmes also help to promote loyalty, as employees feel supported which can also help in reducing attrition. (Taylor and Woodhams, 2022)

Offering flexible working at Eco-Insulate could benefit employees by providing greater control over their work-life balance. It can help give options for remote working if possible or more flexibility around shift patterns, part-time working, term-time working and compressed hours, for example completing full-time hours in four days to give employees a longer weekend. Research conducted by the CIPD (2019) concluded that flexible workers have increased satisfaction and are more likely to remain loyal to the business if there are flexible options. (Armstrong and Taylor, 2023) 

Flexible working can help reduce absenteeism and increase retention, furthermore it can help to attract top talent. Since the covid pandemic, workers are seeking organisations that offer flexible working options, as Taylor and Woodhams, (2022) note, this is especially so with millennials seeking to ensure a healthy work-life balance with typically both parents working longer hours. 

Opportunities for further development is another benefit that could be offered at Eco- Insulate, Continuing Professional Development (CPD) helps to improve on employee’s knowledge and helps to increase competence. Allowing employees the time to further develop through in-house training or professional qualifications can boost morale and improve the value they see in the organisation as well as assisting in the organisation achieving their goals. (Waite, et al, 2021) It can also be used as a tool for appraisals, which can help support eco-insulate during the period for reward allocation. (Armstong, 2012) 








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


Recognition schemes are strategies used by organisations to acknowledge and reward employees for their contributions, achievements and performance. (Armstong and Taylor, 2023) In order to ensure that organisations and employees make the most of their recognition strategies the CIPD have recommended three main areas to consider when devising the recognition schemes, firstly ensuring that the rewards exhibit the genuineness of the role, secondly make sure they are reliably linked to performance and lastly, how the rewards are given are clearly defined. (CIPD, 2022e)

Formal recognition schemes usually have tangible rewards, examples include formal award ceremonies where a certificate or plaque is presented for certain achievements for example, best sales or highest quality, or employee of the month. Eco-Insulate could adopt these and reward and recognise their staff based on different categories for the different roles. The advantages of recognition schemes enable peoples hard work to be publicly recognised which can help to increase engagement in Eco-Insulate by showing that the company values its employees. (Armstrong, 2012) This can boost employee self-esteem, which aligns with the esteem level of Maslow’s Hierarchy of needs providing status, awards and acknowledgement of achievements. (Mullins, 2007)

Another example of a recognition scheme could be vouchers that are rewarded to employees at eco-insulate as a thank you for achieving targets, this can help to maximise productivity and can boost employee engagement. Vroom’s expectancy theory highlights that employees are motivated when they believe that their efforts will lead to desirable outcomes (Bratton and Gold, 2017) Crucially, clearly defining how they will get the vouchers is important for transparency and fairness. (Taylor and Woodhams, 2022) Furthermore, vouchers in the UK are subject to tax so this will need to be considered in the payroll processes if you decide to make this an option. (Armstrong, 2012) 

Informal recognition schemes could be verbal praise, a simple Thank-you or acknowledgment during a meeting for someone’s hard work can make an employee feel valued and it is good management practice to highlight this. This can improve relationships between management and employees and help improve culture at Eco-Insulate. (Amstrong and Taylor, 2023) Another way to highlight employees’ accomplishments could be to mention it on the company’s social media platforms, not only are the employees being recognised but this can be seen by other people which can highlight the organisations efforts in recognising their employees, this may improve their perception as an employer of choice and help to recruit talent. 













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


The National Minimum Wage Act 1998 (NMW) gives workers the right to receive a minimum rate of pay, over the years Government has extended who receives the wages, for example, across roles or demographics. The implementation of these changes ensures fair pay, eases income disparity, and promotes social welfare by making sure employees can meet their basic needs. To combat inflation and the knock-on effect this has on housing and food costs, the Government extended minimum wage policies to help improve purchasing power. It also helps protect groups of workers who might have previously been excluded for example part-time workers (Gov.uk, 2024) 

The implications of the NMW and the National Living wage on Eco-Insulate could be challenges with how they manage the budget of wages, this could lead to changes in the companies’ budgets by having to reallocate to cover wages, or redundancies due to a lack of costs. (Taylor and Woodhams, 2022) 

Conditions in the labour market can impact the reward environment for Eco-Insulate, these changes can fluctuate if the market is tight or loose, Armstrong and Taylor (2023). A tight labour market occurs when demand for workers exceeds supply, this can make it challenging to find qualified employees. To attract talent, Eco-Insulate may want to raise base salaries or offer a higher starting pay to match the market. (CIPD, 2023f) This would be dependent on their budget and cost resources in which to do so. 
Eco-Insulate could also offer perks such as health benefits and flexible working as the overall reward package. Rees and French (2023) have further explained the link between flexibility and an increase in employee retention, which could help to reduce the turnover they are experiencing. 
Finally, when assessing how internal factors can impact the reward environment it is important to focus on how the psychological contract between Eco-Insulate and its employees can negatively impact the reward environment. Armstrong and Taylor (2023) highlights that from the perspective of the employer, the psychological contract covers factors of the employment relationship relating to output, dedication and reliability. 

Employee morale is linked to motivation and performance, so when morale is low motivation decreases as does output, this can lead to employees wanting to leave (Taylor and Woodhams, 2022) This can cause employees to perceive the reward system as unfair if bonuses cannot be granted or pay increased, furthermore, if special schemes only operate for more senior staff at Eco-Insulate this can further exacerbate low morale and therefore turnover.











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

Benchmarking salaries involves comparing organisations pay rates against industry standards to ensure competitiveness. (Armstrong and Taylor, 2023) The validity of which depends on the quality of the data and its representation of the market or sector in which Eco-Insulate operates. If the benchmarking data comes from a limited sample, it could lead to decisions that are not aligned with the actual labour market. 

In the case of Redcar and Cleveland Borough Council v Bainbridge and Others (2008) there where inconsistencies in pay benchmarking which led to a claim of pay discrimination due to inequality based on sex. This case highlights the importance of using valid and consistent benchmarking to ensure fairness and compliance with legal standards. 

Salary surveys from reliable sources such as Willis Towers Watson ensures that organisations base their decisions on reliable data. However, external factors such as economic changes could cause a delay in the most up-to-date data, this could negatively impact salary levels and what Eco-Insulate could afford which may lead to dissatisfaction of employees and a reduction in performance (Talyor and Woodhams, 2022). 

Another factor to consider is labour disputes, if Eco-Insulate are unionised, data can provide insights for workforce planning, risk management and operational decision making. Such data can track strike activity and monitor the frequency and duration of strikes in their sector to assess potential disruptions. This can help Eco- Insulate understand which sectors are most likely to strike which can help reduce the risk of strike action. Furthermore, if the strikes are linked to pay disputes, it highlights the wage pressure the company may need to address to remain competitive. (ONS, 2018)   

Eco-Insulate could use various types of data to assess their gender pay gap, for example they could use internal job role data to examine genders across different roles and seniority levels as well as comparing basic salary data to compare average salaries of men and woman in the organisation (Armstrong and Taylor, 2023) Salary and job role data from payroll is typically reliable because it is recorded and therefore objective. However, as the CIPD (2024g) note self-reported data on bonuses may be more difficult to quantify due to recall or discrepancies with reporting. Job role data can highlight if certain roles might be limited across genders within the company, (Blau & Khan, 2017) however, industry-specific factors could also influence pay gaps, such as one gender typically taking up the role over another. 




















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


Job evaluation is the process of verifying the relative worth of jobs within an organisation, this process is important when designing fair and consistent pay structures. Organisations can choose a range of approaches which can be categorised into formal and informal methods as well as analytical and non-analytical approaches. (Armstrong and Taylor, 2023) However, as outlined in Armstrong (2012) there is an element of subjectivity when assessing the demands of a job so ensuring that the decisions made about roles is consistent as fair as possible is important. 

Formal job evaluation involves structured methods for evaluating jobs, often using established frameworks. These methods usually involve documentation, committee reviews and comparisons against consistent benchmarking for example the point-factor systems (Armstrong, 2012) The benefits of this for Eco-Insulate can ensure consistency across the different areas of the workforce by ensuring fairness and transparency. (Armstrong and Taylor, 2023) However, they can be time-consuming and resource intensive. 

Informal job evaluation relies on methods of personal judgment and without a structed framework. For example, managers at eco-insulate could determine pay based on perceived employee contribution. This may save time and costs in a smaller organisation but could increase the risk of inconsistencies and bias. (Armstrong, 2012) This can negatively impact the culture further and given that it is low at Eco-Insulate, may not be the best option for fairness and transparency.

Analytical methods break down jobs into key factors for example what are the skills needed to do the role, what are the responsibilities and effort required and then a value or a score is assigned to each one, for example the point-factor method assigns points to factors like qualifications, complexity or working conditions and this determines the pay scale that is attributed. (Armstrong, 2012) The benefits of this can ensure objectivity when determining the job evaluation which can be suitable for internal fairness and external competitiveness. However, they can be complex and can require proficiency to implement.   

Non- analytical methods evaluate jobs as whole entities without breaking them into factors, for example, ranking, this is where jobs are ranked from highest to lowest based on overall value to the organisation. (Armstrong, 2012) These methods can be used when time or cost constraints occur, more so in smaller organisations so it could be of benefit to Eco-insulate. 

While formal and analytical approaches offer accuracy and compliance, informal and non-analytical approaches provide ease and flexibility, so it does depend on the needs of Eco-Insulate, they would need to consider their budget, resources and objectives to choose the right type for them. 











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

The importance of equal pay is governed by the Equality Act 2010, it means that men and woman carrying out the same work of equal value, must receive the same amount of pay. The legislation applies to all employers regardless of size and failure to apply this could lead to legal challenges, financial penalties and reputational damage. (CIPD, 2024h) 

A study conducted by Rubery, (1992) has suggested that unequal pay specifically around woman getting less, is based on unjust treatment in the way women are graded in their roles and subsequently the pay that is attached, workplace gender segregation and persistent labour market dynamics that reinforce workforce inequalities. (Armstrong, 2012) For example, those who work part-time and those who take breaks from work to raise families can be at risk of getting paid less. 

Eco-Insulate will need to adhere to legislation around pay to ensure that their reward system is fair, they can do this by conducting routine evaluations to identify and rectify pay disparities and being transparent with their pay structures. For example, they could look to seek out rectifying those who have fallen under the pay grade due to having breaks from employment to care for children by increasing their salaries. (Armstrong, 2012) 

Chief Executive Officers (CEO’s) are typically paid large salaries and as a result have become subject to various legislative requirements. (CIPD, 2018i) The High Pay Commission has produced findings highlighting what employers are paying their executive leaders to the ratio of the employee’s average salary. In 2009 the average earning for CEO’s was £3.7 million to an average pay of £25.000 for employees. (Armstrong, 2012) These earnings have remained high despite economic conditions. This has the potential to cause discontent between employees in an organisation (Armstrong, 2012). The rate and which their pay exceeds that of their employees continues to grow and attract media attention. Although, it has been suggested that the extent of its occurrence has been downplayed by the media. (CIPD, 2018i) 

As well as CEO reporting, their compensation packages including salaries, bonuses and stock options must adhere to tax regulations which can impact the structure of the reward strategy (HMRC, 2023) this would need to be considered for Eco-Insulate where it is known that special schemes operate for senior members. 

Another factor to consider is the legislation around Income tax, businesses must generally comply with national tax laws and in the UK, this is covered under the Income Tax Act of 2007. It means that employers must ensure accurate tax deductions, submit payroll taxes and comply with tax reporting obligations (HMRC, 2023) Non-compliance can result in penalties and cost Eco-Insulate reputational damage. When designing the reward strategy, it will be important that Eco-Insulate consider the tax implications to maximise employee take-home pay and minimise costs. (Armstrong, 2012) 
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