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

Reward refers to the different ways that employers compensate their employees for the work they do. The description covers financial reward, such as pay and additional benefits, as well as non-financial reward, such as positive culture, work-life balance or staff recognition (Armstrong, 2020). In terms of principles, an organisation’s reward strategy should be fair, transparent and aligned with their goals and values, in order to motivate staff and develop a culture of appreciation and trust (CIPD, 2022b).

Fairness is vital when considering employee rewards, as employees carrying out equal work should be paid equally, as outlined in the Equality Act 2010 (EHRC, 2023). Internally, this means that colleagues doing the same jobs should be on the same pay. When this isn’t applied, employees can feel undervalued and therefore disengaged from work. Unfair pay between staff can also lead to resentment between colleagues, which will have an impact on teamwork and productivity. Externally, pay and benefits should be in line with the wider market trends (Boxall and Purcell, 2016). Job evaluation and benchmarking can be vital here to ensure employers are offering fair rewards, which will therefore allow them to maintain good staff retention, engagement and, therefore, productivity.

As mentioned above, reward can have a big impact on staff. A transparent and positive approach to reward can ensure employees trust and are motivated by their employer, as opposed to feeling disengaged with low morale as a result of a lack of recognition (CIPD, 2025c). Both financial and non-financial reward can enhance culture, however it is found that non-financial reward is more likely to have a long-term impact on job satisfaction and positive culture, whereas financial reward is more useful when looking for a quick motivation and productivity boost (Rajesh et al., 2024).

Performance management provides a structure for how employee contributions are measured which therefore ensures that staff are rewarded fairly, in line with their work. Performance management can refer to goal setting, feedback sessions and appraisals between line managers and employees, to encourage and motivate staff to produce good work (Armstrong and Taylor, 2020). Performance management should be aligned with an organisation’s reward strategy, to ensure staff feel their efforts are recognised (boosting morale, retention and long-term productivity) and motivate them to work harder.

At Eco-Insulate UK, the absence of a reward strategy has contributed to a negative culture and high turnover. Implementing a fair and transparent reward strategy, aligned with Eco-Insulate UK’s values, could help rebuild trust, improve morale, and enhance overall performance.

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

Extrinsic rewards are the tangible benefits that employees receive in return for their employment (Taylor and Woodhams, 2022). One benefit that all workers receive is pay, which can be provided in different ways, including a fixed pay of a salary or hourly rate (CIPD, 2025a). On top of this, some employers may also pay commission or bonuses, based on performance of the individual or the organisation as a whole (CIPD, 2025a). Employers may also include other extrinsic rewards in their benefits package, including a pension scheme – something that Eco-Insulate UK offers. Other benefits may include additional paid annual leave, on top of statutory requirements. Extrinsic rewards generally are praised for the immediate impact that they have on the motivation that employees have to perform well, even more so where they are rewarded for meeting targets (Rajesh et al., 2024). Maslow’s Hierarchy of Needs supports this theory, highlighting that a secure income ensures that employees’ physiological and safety needs can be met, boosting motivation (Reena and Bonjour, 2010). However, t should be acknowledged that fixed, base pay alone may not be enough to motivate workers – particularly if the organisation doesn’t offer a rate of pay that matches competitors or is similar to job roles that are less demanding/stressful. This idea is further supported by Vroom’s Expectancy Theory, where motivation is said to be heavily reliant on knowing that strong effort/performance will lead to better outcomes (Vroom, Porter and Lawler, 2015).

Intrinsic rewards, on the other hand, are the benefits that come from the internal aspects of a job role itself (Taylor and Woodhams, 2022). They are generally more psychological benefits that an individual gains from doing a task/job, such as feelings of achievement, purpose and satisfaction. It’s found that these things are likely to cause employees to be more engaged in their roles on a long-term basis, due to really enjoying what they are doing (Rajesh et al., 2024). This ultimately leads to higher motivation, meaning that performance of all employees within a workplace is likely to be improved, due to higher levels of creativity and sense of autonomy (Manzoor, Wei and Asif, 2021). When all employees in a workplace are motivated, overall organisational performance will also increase, in terms of productivity, as well as lower turnover rates due to long-term commitment from staff. Self-Determination Theory supports the impact of intrinsic reward on motivation, suggesting that internal motivation will be at it’s strongest when employees’ are free to work autonomously and with positive outcomes (Manganelli et al., 2018).

To address the high turnover rates at Eco-Insulate UK, the organisation should consider a reward strategy that provides both intrinsic and extrinsic reward, ensuring competitive pay, incentives and useful benefits, alongside recognition and job satisfaction.


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

Pay structures are used to enable employers to decide how employees will be paid, based on the responsibilities of their roles. They also allow a basis for pay progression and ensure that an organisation’s pay is aligned with their vision and strategy, encouraging staff are motivated and, therefore, productive (CIPD, 2024). A fair pay structure should also provide clarity and promote fairness for employees. Pay structures can be categorised as informal (less defined and consistent) and formal (standardised and published).

One type of an informal pay structure is individual pay rates, spot rates and spot salaries. This is where pay is set at an hourly, weekly or yearly rate, based on an employee’s job role and level of responsibility (CIPD, 2024). These rates generally only increase in line with inflation and can negatively impact the motivation and productivity of employees, due to the lack of pay progression (UNISON, 2019). 

Individual pay, job or salary ranges, on the other hand, allow for slightly more progression. This type of structure is where a pay range is set, based on an employee’s role and responsibilities (similar to above). However, this structure differs as employees will progress through their set range, usually when hitting length of service milestones (CIPD, 2024). This structure type is likely to improve staff motivation and retention, as progression is clear and consistent. However, organisations with structures like these should closely monitor in terms of gender pay gap, as female employees are generally less likely to achieve long lengths of service due to childcare responsibilities, meaning that men are more likely to reach the higher rates of a set range (UNISON, 2019; Blundell, 2021).

Moving on to formal structures, one example is a narrow grades, where an employer designs multiple pay grades (or bands), similarly to above. However, with these, job roles are categorised into the most relevant banding (CIPD, 2024). An example of an organisation using this structure is the NHS, who currently have 8 pay bands with multiple roles allocated to each (Edwards, 2012). In such a large organisation like the NHS, this method allows for a clear pay approach and consistency across all strands. However, with retainment being high, employees can quickly reach the top of their grade, potentially halting the progression (UNISON, 2019). In some situations, this can also lead to employees being placed onto the next range, which can cause discrepancies in pay across workforces (UNISON, 2019).

Another formal structure is broadbanding, where employees are based on narrow pay grades that sit within wider bands. This structure type allows for much more progression within bands, encouraging higher levels of motivation due to more opportunities for pay progression. However, it could be argued that broadbanding is less structured and consistent in comparison to narrow grades, potentially leading to feelings of unfairness relating to pay (CIPD, 2024).

Eco-Insulate UK’s use of measured day work and lack of progression suggests they are using an informal pay structure. Implementing a more formal and transparent structure could help clarify progression, improve fairness, and reduce dissatisfaction among both skilled and non-skilled staff.

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

Contingent rewards refer to when pay is connected to the performance, skills or behaviour of employees and teams, and they are generally used to promote productive amongst a workforce. When delivered correctly and clearly, they can also promote a culture of fairness and transparency (CIPD, 2024b). They can also ensure employees are engaged to the tasks of their roles and performing at a high level, in line with organisational strategy and values (Kang and Lee, 2021). However, the use of contingent rewards should be regularly reviewed and closely monitored to ensure they do not impact organisations negatively (Prouska et ai., 2021).

One type of contingent reward is performance-related pay, where employees receive pay incentives when reaching certain targets. Often, this is used in sales related roles and referred to as commission. Performance-related pay can have a positive impact on individual motivation as employees are generally motivated to achieve better outcomes, as this will equate to better pay (Kang and Lee, 2021). However, the pressure of needing to hit targets along with the inconsistency of fluctuating pay can negatively impact wellbeing (Salimi and Della Torre, 2022; Green and Heywood, 2023). For teams, performance-related pay can also cause tensions, particularly if only individual performance is measured, as employees may be less inclined to work collaboratively. For the organisation and it’s performance, performance-related pay is likely to maintain strong outcomes, due to all employees being motivated to work to the highest of their ability (CIPD, 2024b). However, as mentioned previously, culture may be negatively effected (Andelic et al., 2024).

Moving on, competency-based pay is based on how well employees work in certain way that is aligned with their company’s values, for example by showing leadership, teamwork and communication (CIPD, 2024b). In contrast to performance-related pay, this encourages more collaboration between employees, meaning that individuals are generally happier and more motivated and teams have a better culture. For the organisation, competency-based pay is more likely to result in longer-term success as it works to develop employees, as opposed to performance-related pay which arguably prioritises short-term productivity (Kang and Lee, 2021).

Another type of contingent reward is skill-based pay, where employees are rewarded for gaining new skills and qualifications. For individual employees, this promotes personal development and ensures work is varied and evolving. In addition, for teams, this method is likely to promote information sharing and support (Salimi and Della Torre, 2022). For the organisation, skill-based pay will build a workforce who have a huge range of information to be utilised (Green and Heywood, 2023). However, time lost through workforce training could result in lower productivity (Prouska et al., 2021).
Given Eco-Insulate UK’s lack of performance-linked pay, introducing contingent rewards could directly address low morale and disengagement. Rewarding employees for meeting targets or learning new skills would align individual efforts with organisational goals and improve retention.

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

One type of employee benefits, financial benefits, refers to strategies that support employees financially and outside of their regular pay. They also generally include things that are not mandatory for the employer to provide, such an enhanced maternity pay. Enhanced maternity pay can help to retain talent, particularly in terms of encouraging mothers to return to the workplace after having children (Bishnoi and Bishnoi, 2022). Another financial benefit, sick pay, offers similar financial protection during times where an employee is unable to work. This has a huge positive impact on the emotional and physical wellbeing of employees, encouraging them to prioritise their health, without needing to worry about financial implications. This is also likely to boost productivity, as staff are more likely to attend work in good health (Vander Weerdt et al., 2023). However, employers who offer paid sick leave should ensure they have solid processes in place to avoid the risk of high numbers of absences, with staff taking advantage of the benefit (CIPD, 2023a).

Non-financial benefits, on the other hand, improve the wellbeing and job satisfaction of employees through strategies without monetary value. This may include additional leave, for example for long service or when it’s an employees birthday. Additional leave is likely to boost staff morale and create a strong culture of appreciation between and employer and their employees (Fisher, 2017; CIPD, 2023a).

Another type of employee benefits are voluntary benefits. An example of this is flexible working arrangements, where employees have higher autonomy over where they work (for example at home) and when they work (as opposed to the traditional working day). This benefit is highly valued today, particularly following Covid-19 and many employers are likely to see staff turnover due to employees leaving for more a more flexible workplace (CIPD, 2023a). Flexible working is likely to improve staff wellbeing and work-life balance, as well as developing a culture of trust. Furthermore, some organisations may apply peer recognition, where employees are encouraged to recognise and acknowledge the work of their colleagues. This method can further strengthen relationships between staff, which is likely to result in better performance as a result of more collaborative teamwork and a solid culture (CIPD, 2022a).

While Eco-Insulate UK offers paid holidays and a pension scheme, expanding the benefits package for all staff could improve wellbeing and reduce turnover. Tailored benefits like flexible working or enhanced sick pay would show they value their employees and hopefully have a positive impact on culture. 

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

Recognition schemes refer to strategies implemented by employers with the aim of showing gratitude and appreciation for the work staff do. They can be categorised as financial or non-financial and form or informal.

Examples of formal financial recognition schemes include strategically planned approaches such as bonuses (often based on performance) or awards for long service. They are often implemented with the aim of motivating staff, resulting in better performance (People Management, 2023). Financial recognition has been found to double the rate of performance improvement in some workplaces (Condly, Clark and Stolovitch, 2003). However, for recognition schemes like this to have such a positive impact, they must be planned with clarity so that employees have a good understanding of what is required of them to achieve recognition (CIPD, 2022a). It’s important that any financial recognition is rewarded as a result of performance and achievement, rather than simply for the completion of mandatory tasks (Condly, Clark and Stolovitch, 2003).

Non-financial recognition schemes can have just as much, if not more, of an impact on motivation, particularly in terms of longer term results (CIPD, 2022a). They arguably refer to the more personal staff recognition, such as day-to-day recognition from management, for example through verbal appreciation. Another non-financial form of recognition could be more a more public method, such as an employee of the month scheme. These forms of recognition can have an extremely positive impact on organisational culture, arguably more so than the financial methods (CIPD, 2022a). Staff are likely to feel more valued as individuals and motivated to do well in their role for the organisation and it’s purpose, as opposed to sonly for financial reasons (People Management, 2023).

Eco-Insulate UK currently have no recognition schemes in place, which is likely to be negatively impacting culture and morale within the organisation. Introducing a recognition scheme (financial or non-financial) could help staff feel more valued and appreciated. This may support non-skilled employees to feel less overlooked. Furthermore, more informal methods of recognition, such as verbal feedback, could still have a significant impact.

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

Business context of the reward environment refers to the internal and external factors that may impact an organisation’s decisions based on the rewards they offer to employees. 

One external factor is industry trends and how developments within the field may impact the rewards that an organisation offers to it’s employees.  For example, since the Covid-19 pandemic, many individuals have seen the benefits of home working, and are therefore now more likely to request a hybrid or remote working set up or only apply to roles that accommodate this (Birimogly Okuyan and Begen, 2022). This is likely due to the shift in individual attitude towards the importance of work-life balance (CIPD, 2023a). As a result, employers are now far more likely to be exploring the possibility of offering more flexible benefits, such as allowances for employees to spend a percentage of their time working from home, as well as other rewards focussing on work-life balance, such as dedicated wellbeing time (Bello et al., 2024).

Another impactful external factor in terms of reward is regional differences and particularly how location may impact pay. For example, organisations working nationally may need to pay staff living and working in London a higher salary than those working elsewhere, to accommodate for the higher cost of living in this area (Hirsch, 2016). This is known as London weighting. Implementing this allows for organisations to attract and retain staff in London (People Management, 2023). However, for London-only organisations that offer remote roles, this weighting could be taken advantage of by candidates/employees who do not live in London but are able to work for the organisations remotely, therefore utilising the London weighting without living there. Some organisations do implement policies to avoid this, ensuring that only those who live in London are eligible for the additional allowances (UK Parliament, 2023).

Internally, there are also factors that impact the rewards offered by a business. For example, an organisation’s financial position is likely to contribute to what they can provide. For example, larger organisations with higher profits are likely to be able to offer their employees with more generous financial benefits than smaller, start-up organisations – whether this is in terms of salary, bonuses or commission (Mdhlalose, 2024). Charities, on the other hand, may be more constrained by funding and less able to offer generous salaries and other additional financial benefits. However, third sector employees are likely to experience more intrinsic rewards and job satisfaction, due to being part of a meaningful project (Reid and Martin, 2024).

Eco-Insulate UK’s lack of generosity with reward may be considered outdated. Adapting to external trends like flexible working could help the company remain competitive and improve staff retention.

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

Benchmarking is a crucial way for organisations to continuously review and improve their practice (CIPD, 2025c). This involves collecting both internal and external data. Internal methods, such as KPIs and employee feedback (for example staff satisfaction surveys or exit interviews) are vital when benchmarking. KPIs (Key Performance Indicators) are ways in which an employee’s performance can be measured, generally quantitively (Neely et al., 2002).

External benchmarking methods can be just as useful, as they allow employers to undertake competitor analysis and ensure they are in line with best practice within the field. External benchmarking is therefore vital as it goes further than only reviewing the performance of internal staff and instead helps organisations see the levels that their staff could and should be reaching (Camp, 1989). This can help employers to identify skills gaps and implement any training that may aid staff, therefore increasing outcomes.

When benchmarking, organisations may utilise quantitative data from published surveys, to identify trends in pay, engagement and motivation across sectors. Qualitative data may also be collected, for example from staff satisfaction surveys or employee focus groups, to provide logic and context behind numerical data (Patton, 2022; Saunders et al., 2019). For example, quantitative data may identify high turnover rates, whilst qualitative data collected through exit interviews may explain why turnover is high (potentially due to lack of progression or uncompetitive pay) (CIPD, 2025d; Guilding et al., 2014). Combining both types of data therefore provides a fuller picture.

Organisations may use structured frameworks to support with benchmarking, for example Kaplan and Norton’s (1996) Balanced Scorecard. This method involves measurement of financial performance, whilst also reviewing customer satisfaction, efficiency of internal processes and employee knowledge and development. Methods like this can ensure that benchmarking is aligned with an organisation’s strategy and goals, to enable improvement as opposed to simply ‘ticking a box’ (Armstrong, 2020; Parmenter, 2015).

Eco-Insulate UK could benefit from benchmarking its pay and benefits against similar manufacturers to understand why turnover is so high. Gathering internal feedback and external market data would provide insight to develop a more attractive and effective reward strategy.

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

Job evaluation refers to the process behind ensuring fair pay structures and banding within an organisation, by determining the worth of the different roles employed into (ACAS, 2021). 

One job evaluation approach is analytical, which breaks a role down into it’s different measurable components. A type of analytical job evaluation is the point-factor method, where points are assigned to different factors of a role, such as the skills, responsibilities and effort required and used. The points are then totalled to create it’s overall worth (Sun and Luo, 2013). As the evaluation is based on the job factors as opposed to the individual workers, this method can be praised for it’s capacity to avoid favouring or discriminating against individual employees (ACAS, 2021). However, on the same note, it can also be argued to overly ignore an employee’s personal abilities and how these can differ between two employees in the same role.

Non-analytical job evaluation, on the other hand, does not go into depth of the different aspects of a role and simply ranks the importance of jobs holistically instead. Job ranking is an example of this, where employer’s rank different roles based on their importance or the value they bring. This method can be far less resource-consuming than the point-factor method, whilst still avoiding bias related to individual employees and their characteristics (ACAS, 2021). However, ranking jobs without looking into their internal factors can be highly subjective and dependant on the thoughts of the evaluators, as it relies less on a measurable criteria (Armstrong and Brown, 2017). This could lead to inconsistencies or unfairness.

Another approach for determining pay structures is market pricing, where an employer compares their job roles to external roles which are similar, through job matching (CIPD, 2025b). This not only ensures consistency, but it also allows organisations to pay in line with, if not more than, their competitors. This can improve recruitment in terms of attraction and retainment (CIPD, 2025b). However, employers using this method should ensure that they gather data from multiple organisations and sources, to ensure they have a clear picture before using it to determine their own pay structure (Armstrong and Brown, 2017).

Many organisations may choose to combine methods, to ensure that they are maintaining fairness internally whilst paying employees in line with the overall labour market (Armstrong and Brown, 2017).

Eco-Insulate UK’s could introduce structured evaluation methods to help ensure fair pay across roles, particularly between skilled and non-skilled staff, and support a more equitable reward system.

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

UK organisations’ reward practices are heavily impacted by legislation that has been implemented to ensure fairness. The Equality Act 2010 states that those performing equal work, regardless of gender or other protected characteristics, should receive equal pay, including additional benefits (EHRC, 2023). Organisations with over 50 employees are therefore required to carry out equal pay reviews to ensure they are aware of and correcting any differences in pay for equal work (EHRC, 2023). Organisations are also required to undertake fair job evaluation to ensure pay structured are fair, and larger organisations are required to carry out gender gap reporting (CIPD, 2023b). More recently, there are also developments in a possible act to require reporting of other pay gaps, to tackle inequality across pay for employees who are disabled or part of an ethnic minority group (The Times, 2024).

The National Minimum Wage Act 1998 is also impactful on how organisations reward their staff. The National Minimum Wage is a minimum hourly rate, which is mandatory for all employers to comply with and is categorised by age (UK Government, 2025). When the National Minimum Wage is increased, which is often yearly and based on inflation, employers are required to review their pay structures to ensure that they are still adhering. For many organisations with multiple pay levels, this often means that all levels must be increased to ensure that they are still maintaining a clear pay structure that is relevant to job roles and responsibilities (ACAS, 2023). Often this can put strain on organisations, particularly those in the third sector, which can ultimately impact the other financial benefits that they are able to offer employees. This often leads to more non-financial benefits being offered, to still aim to promote staff wellbeing and aid recruitment.

Alongside the National Minimum Wage, many employers in the UK also sign up to the voluntary Living Wage, which is calculated based on the cost of living and is slightly higher than the Minimum Wage. Employers may choose to sign up to this agreement, to demonstrate valuing their employees and to attract and retain staff.  

Eco-Insulate UK must ensure its reward practices comply with equal pay legislation. Conducting regular audits and aligning pay structures with legal standards would reduce risk and promote fairness across the organisation.
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