AC 1.1
Principles of reward
Reward principles are designed to acknowledge and highlight the critical role individuals play in delivering organisational, departmental, and team-level outcomes. A rounded approach to reward expands beyond financial compensation to include non-monetary factors such as recognition, development opportunities, autonomy, and enhanced job responsibilities (Armstrong and Taylor, 2023).

Fairness is a core principle of reward that ensures rewards are distributed equitably among employees based on their role and performance. It promotes transparency and consistency, helping to avoid perceptions of bias, which can lead to employee demotivation. When employees believe that rewards are fairly given, they are more likely to feel motivated and engaged (CIPD, 2024). For Eco-Insulate UK, applying this principle is essential to rebuild trust, encourage positive change and address dissatisfaction stemming from the lack of reward practices.
Total reward is an approach that goes beyond pay and benefits to include all aspects of the employee experience that are valued by staff. This can be rewarded in non-financial ways such as flexible working and meaningful work. Employees value both the measurable rewards and the day-to-day experience, helping organisations to improve engagement and support long-term retention. (CIPD, 2025).
Promoting a culture of trust is a principle of effective reward and engagement. A great workplace starts with a culture of trust, shared values, and a clear vision that connects managers and employees. Embedding trust into Eco-Insulates reward system will not only improve motivation but also support a positive and productive organisational culture (Segan, 2023).
Importance to organisational culture and performance management
Reward shapes organisational culture and supports effective performance management. Applying the right rewards strategy can improve the organisation's brand (CIPD, 2017). Eco-Insulate could introduce ‘employee of the month’. This an effective way to recognise individual achievements. This method of public appreciation can motivate others and create a culture of recognition.

Tesco (2023) outlines how their reward strategy recognises colleague contribution, promoting fairness, and supporting career development, principles that help create a positive work environment and strengthen organisational performance.
Rewarding performance, based on clear expectations, regular feedback, and measurable outcomes improves employee motivation, strengthens behaviours and organisational values. This configuration builds a performance driven culture, where employees feel responsible and appreciated. According to Armstrong and Taylor (2023), integrating performance management with reward strategies enhances both employee engagement and business performance.

AC 1.2
Rewards can be categorised as intrinsic or extrinsic. Intrinsic rewards are gained through personal satisfaction and fulfilment such as purpose or growth from the job. Extrinsic rewards refer to tangible benefits provided by the organisation, such as pay, standing or optional training (CIPD, 2022). To effectively motivate employees, organisations often adopt a balanced approach that incorporates both types of rewards (Taylor and Woodmans, 2022).
Extrinsic
Bonuses, salary increase, and benefits are distinct incentives for encouraging motivation amid employees, contributing to improved performance. Bonus schemes rewarding teams or individuals through achieving sales targets for example, can be an effective incentive for performance that is immediate. (CIPD, 2022). However, financial rewards can be limiting, because if rewards are frequent, its overall value diminishes (Indeed, 2025). Relying too heavily on extrinsic rewards can promote a culture focused on financial gain, potentially challenging intrinsic motivation and long-term engagement (CIPD, 2025).

Eco-Insulate could introduce rewards such as bonuses or performance-related pay to promote a sense of fairness, encourage higher productivity, and enhance overall company performance. A bonus may encourage an employee to perform better and boost not only their own performance but also that of their co-workers or team (CIPD, 2022). Extrinsic awards can reduce turnover by making employees feel valued.

Intrinsic
Intrinsic rewards such as meaningful work, autonomy, recognition and personal development cultivate long-term engagement and performance which inspires people to thrive in their role, therefore attracting top talent and retaining staff. (Hajduk, 2017).

Employers may prioritise career development or a stronger connection to the organisation’s purpose as a substitute to financial return.  Research by CIPD says that employees driven by intrinsic motivation participate in tasks willingly and out of personal interest (Avgoustaki and Frankort, 2023).

Embedding intrinsic rewards into Eco-Insulate, such as giving personal compliments, positive feedback or offering development pathways to recognise and validate contributions ‘induce positive affect’. The need for recognition is what drives motivation and can foster an engaged motivated workforce (CIPD, 2022).

By incorporating a mix of extrinsic and intrinsic rewards, such as benefits, recognition and development opportunities, Eco-Insulate can positively improve employee motivation and change the negative culture. Eco-Insulate must prioritise how they treat employees and adopt a sense of correlation to the organisation’s broader vision and purpose. Money is not enough to keep people motivated (Hajduk, 2017). Both these approaches combined will drive performance, attract and retain talent and encourage a positive culture that fosters lasting organisational success.

AC 2.1
Pay structures are a collection of grades, bands or levels that associate jobs within a hierarchy of an organisation. This creates an organised way to manage pay and outlines what each employee is paid, whilst grade structures group similar responsibility jobs into levels or bands, each with a defined pay range. Structures help manage internal parity, support career development, and ensure transparency in reward. (CIPD, 2024).
Pay structures can be categorised into formal and informal structures, both offering flexibility in how pay is managed and used within an organisation.
Formal: Narrow graded structure
Defined as a progression of job grades, typically ten or more with a narrow range between each grade. Progression is typically connected to performance. As each grade is in a limited pay range, employees can reach the top quickly. Frustration over limited pay growth can drive employees to leave (Armstrong and Taylor, 2023). However, the outlook of frequent progression can initially enhance motivation, as employees see a clear path for progression.

As Eco-Insulate is experiencing a culture of negativity, adopting the narrow structure could exacerbate morale because employees may feel frustrated once they reach the top pay scale, leading to decreased motivation and high turnover.

Formal: Broad-banding structure
This type has more flexibility than the narrow and has six to nine grades. Pay increases are determined by contribution levels, reinforcing a culture of ability and performance. Salary ranges within each level are more extensive, alleviating any grade drift issues. There are no set limits on pay progression within each band, though some organisations may reinstate more structured systems to help address equal pay issues (CIPD, 2024). This method can positively affect motivation by enabling managers to reward performance and growth within the same role. This method could improve Eco-Insulates culture by rewarding contributions and boosting motivation, but to ensure fairness, clear criteria is required.

Informal: Spot rates
Defined as a single fixed rate of pay, meaning there are no pay ranges, therefore no scope for progression. Spot rates are often used for low-skilled roles with clear market rates or senior roles requiring tailored pay to attract and retain talent (CIPD, 2024). This type is simple, ideal for roles with standard market values that lack progression opportunities.

Informal: Job grades
This type has an assigned pay range, usually around a fixed rate and has scope for progression based on performance, skills or contribution, with the grade linked to the role rather than the person. The role has an assigned pay range (CIPD, 2024). This type in contrast to spot rates, offer flexibility and development opportunities making it suitable for Eco-Insulates current needs to improve motivation as it supports skill growth and rewards performance, helping retain employees.

AC 2.2
Contingent reward refers to reward that changes depending on individual’s job performance or length of service and can be a key part of performance-based motivation strategies (Armstrong and Taylor, 2023).
Performance related pay (PRP), a type of contingent reward, is an approach that links salary increases to how well an individual meets their goals. These increases are typically added to basic pay, though can sometimes be given as one-off cash bonuses (CIPD, 2024).
Impact on Individual Performance
PRP encourages higher effort and focus to perform better, however it may not motivate individuals if they believe that performance assessments are unclear and unfair which could lead to disengagement. An organisation that prioritises performance is likely to gain the most advantage (Armstrong and Taylor, 2023).

Impact on team performance
Team-based goals can boost collaboration by encouraging shared accountability and collective success, although it can reduce collaboration if individuals concentrate on personal targets over team goals, causing team friction (Armstrong and Taylor, 2023). Eco-Insulate employees might collaborate more effectively to meet targets, promoting stronger team cohesion.

Impact on organisational performance
PRP links employee effort to the financial rewards they receive. This connection encourages individuals to work harder and increase output, ultimately enhancing the organisation’s overall performance (Armstrong and Taylor, 2023). Eco-Insulate is aiming to overcome a negative culture and improve performance, therefore a PRP system could act as a catalyst for change, rewarding employees for their work, enhancing engagement and commitment to the organisation.

Another form of contingent reward is skills-based pay, where salary progression depends on gaining specific qualifications or competencies, encouraging continuous learning and development (CIPD, 2024).

Impact on Individual Performance
When pay is linked to an employee’s skills, they may be more motivated to develop their abilities and undertake further training to increase their earnings (Indeed, 2025). By investing in skills-based pay models, Eco-Insulate can boost employee motivation and reduce turnover.

Impact on team performance
When employees witness their teammates progressing, it can inspire them to enhance their own performance as well. At Eco-Insulate, this ripple effect could boost overall team performance and help reduce staff turnover, creating a culture of continuous improvement.

Impact on organisational performance
A culture focused on self-development can enhance performance, expand employees’ understanding of the organisation, and create more opportunities for innovation (Indeed, 2025). In refresh its negative culture workforce and retain talent, by fostering a culture of self-development Eco-Insulate could support stronger performance and long-term innovation.

AC 2.3
Diverse types of employee benefits offer distinct advantages, each contributing to improved engagement, retention, and overall organisational performance in various ways. Recognising employee contributions is essential for sustained organisational success (CIPD, 2025).
Commission
This is a performance related benefit that rewards employees based on the sales they generate, directly linking effort to financial gain. This type of benefit can be effective in motivating employees to exceed targets, particularly in sales-driven roles, however, it can encourage high-pressure selling and attract those who value earnings over service (Armstrong and Taylor, 2023). Eco-Insulate could offer commission-based rewards which could help address declining performance and high turnover, especially among roles tied to output or sales.

Property Personnel (no date) offers commission-based roles where employees earn a base salary plus a percentage of sales. This encourages high performance and rewards for successful transactions. Hard work will reap rewards, providing motivation.

Healthcare
In 2023/24, nearly thirty million working days were lost due to work-related health issues, with over half linked to stress, anxiety, or depression (Health and Safety Executive, no date). Organisations can benefit from implementing a holistic focus on wellbeing to strengthen employee engagement and encourage a collective commitment to organisational success (CIPD, no date). For example, John Lewis prioritises wellbeing by offering Physiotherapy and a digital GP service, alongside flexible working arrangements to promote a healthy work-life balance. This shows that employers value staff wellbeing, which is important for jobseekers (John Lewis Partnership, no date). 

With low morale and rising turnover, Eco-Insulate could implement wellbeing benefits such as Counselling or flexible working to boost satisfaction and support a healthier, more productive culture (CIPD, no date).

Enhanced maternity/ Paternity
John Lewis offers equal parenthood leave, offering substantial paid time off for both mothers and fathers. This approach supports all new parents equally, encouraging shared caring responsibilities and promoting gender equality (John Lewis Partnership, no date).

Retention and culture are a concern at Eco-Insulate, however by introducing similar benefits could help attract a broader talent pool, support employee wellbeing, and demonstrate a commitment to inclusivity and family life. CIPD says that good health and wellbeing are fundamental drivers of employee engagement and overall organisational success (CIPD, 2024).
A mix of these benefits tailored to employee needs at Eco-Insulate can enhance motivation, loyalty, and organisational culture, helping to reduce turnover and improve overall performance.

AC 2.4
Recognition is about acknowledging and valuing individuals' achievements, whether through everyday informal praise or more structured, formal methods (Armstrong and Taylor, 2023).
Informal
Informal recognition schemes involve day-to-day gestures that acknowledge employee’s efforts, actions or accomplishments. These often come unexpectedly and feel more genuine, such as verbal praise, thank-you emails, public acknowledgements, or small tokens of appreciation like awards. These can be communicated through conversations, internal newsletters or noticeboards. Unlike formal rewards, these methods require minimal cost but can have a significant impact on morale, motivation, and workplace culture (CIPD, 2022).

With concerns over culture and morale, Eco-Insulate could encourage informal recognition as its powerful and simple. Recognition feeds into our natural desire for appreciation, using it to boost positive feelings, drive motivation and boost engagement (CIPD, 2022).

Formal
Formal recognition is more structured than informal recognition because they reward employees for specific achievements, often through awards, gifts, certificates, financial incentives, or public acknowledgements. For example, a top performing employee or team may be recognised with an employee of the month award, offering broader visibility which supports fairness and consistency. However, informal recognition is more personal and spontaneous (CIPD, 2022).

Gifts
Barts Health NHS Trust introduced a formal ‘Barts Hearts’ gift award scheme to recognise and reward employee contributions through peer-nominated tokens that can be exchanged for gifts. Barts’ recognition scheme is inclusive, consistent and makes staff feel valued (NHS Employers, 2024). Implementing peer-to-peer recognition like Barts could help Eco-Insulate boost employee morale and foster a positive workplace culture (CIPD, 2022).

Tickets
Non-commercial organisations such as Oxfam offer interest-free annual season ticket loans for public transport, available to staff following probation (Oxfam, no date). This example demonstrates that even non-profit organisations prioritise meaningful recognition, a strategy Eco-Insulate could adopt to improve retention and morale, particularly for individuals facing long commutes.

Cash
This type of recognition gives employees financial rewards such as a bonus. This provides an instant acknowledgement for their performance or achievements. Offering clear financial reward, makes employees feel valued for their individual efforts, therefore increasing motivation (CIPD, 2022). While cash recognition offers immediate motivation, it can feel impersonal over time and may be costly if not managed well.

Implementing cash recognition schemes into Eco-Insulate will provide immediate tangible rewards for employee performance and enhance engagement (CIPD, 2022). However, balancing the motivational benefits with cost implications is critical for effective implementation.

AC 3.1

A manufacturing organisation such as Eco-Insulate currently operates in a competitive, sustainable focused sector that is troubled by high turnover, common in manufacturing. A CIPD report (2024) recorded that many manufacturing employers are struggling to fill vacancies, particularly for skilled roles. This highlights recruitment challenges that may be contributing to Eco‑Insulates rising turnover, indicating hard to fill vacancies, tight labour markets and competition.

To sustain motivation, engagement, and employee retention within Eco-Insulate, career development could be prioritised by offering opportunities for upskilling and reskilling to retain employees (CIPD, 2025). Critically, a coherent reward environment could also be introduced, including pay structures, benefits, and recognition.

Internal factors - Impact of reward and pay
Reward systems play a vital role in boosting employee motivation and encourage improved performance outcomes. To address the issues of increased turnover and a negative work culture, Eco-Insulate needs to implement competitive and structured pay scales to attract and retain skilled employees, especially in a competitive recruitment industry like manufacturing (CIPD, 2025). Clear pay progression will support career development, employee motivation and performance and reduce turnover in the long term (CIPD, 2024).

Internal factor - Psychological contract
This reflects the unspoken expectations between employees and employers about mutual contributions and rewards. This influences motivation and commitment, supporting robust, trusting relationships between employees and employers (CIPD, 2025). The absence of a reward system at Eco-Insulate makes the psychological contract especially important as it impacts how employees behave from day to day, therefore expectations around career prospects increase motivation.

External factor - Labour market
Growing employment costs, such as National Insurance and the National Living Wage, are adding financial strain to organisations, prompting many to cut back on recruitment and training investments. Eco-Insulate may be forced to limit expenditure in these areas, which could lead to losing valuable talent, further impacting retention. Recruitment plans have declined, with 25% of employers now anticipating redundancies, increasing to 27% within the private sector This highlights the need for strategic reward planning (CIPD, 2025).

Summary
Both internal and external factors hinder Eco-Insulates ability to retain and motivate staff. Rising employment costs and lack of structured pay progression contribute to disengagement and increased turnover. Eco-Insulate could boost morale and retention by offering non-financial rewards like flexible working arrangements. This encourages better performance and loyalty and encourages staff to stay and perform to the best. Reward systems should remain fair, competitive, and aligned with company goals (CIPD, 2025).


AC 3.2

Concept of benchmarking
Overton (2011) highlights that benchmarking provides organisations with the opportunity to look externally at how other companies operate, helping to identify best practices and high performing tactics. This process allows organisations to gain insights from the successes and challenges of others, using this knowledge to drive improvement and consider changes in their own performance.

Eco-Insulate currently face high turnover, negative workplace culture and low motivation. Benchmarking will allow Eco-Insulate to uncover how other companies retain skilled and non-skilled workers, what incentives are effective and develop a reward strategy that best fits its workforce.

Earnings
Data from monthly wages and salary surveys show that employees in both private and public sectors saw a 5% - 6% increase in February to April 2025 (Office for National Statistics, 2025). If Eco-Insulates private sector salary increases are less than 5.1%, this indicates that they are falling behind the national average, therefore having implications for recruitment, turnover and contributing to low morale, potentially seen as being non-competitive. Benchmarking can help Eco-Insulate identify pay inconsistencies, including gender pay gaps, and take remedial action to support pay equality, retain talent, and protect its reputation (CIPD, 2024).

Working hours
Data from the ONS (2025) shows that 35.5 hours are the average weekly hours worked by employees in the manufacturing industry. This can help Eco-Insulate identify whether their organisations’ expectations are aligned with market averages. Manufacturing workers who work excessive hours without any form of return, lead to burnout, frustration and possible resignations.

Benchmarking shift patterns with companies like Tata Steel UK (2025), which use structured rotations, can offer ideas for applying fairer systems such as compressed four-day weeks. Flexible working arrangements have a positive impact on employee engagement and wellbeing (CIPD, 2025).

Although ONS data is largely reliable for trends, enhanced data is not expected until 2027, therefore Eco-Insulate should accompany this with internal shift data such as overtime and absence records to gain a more accurate understanding.


Turnover
Benchmarking the ratio of employees leaving an organisation to similar organisations will help identify whether they are battling more than other employers (CIPD, 2024). By benchmarking turnover rates against other industries, Eco-insulate could determine whether theirs is normal or a problem. Eco-Insulate can also calculate their turnover using HR records and exit interview data, allowing a direct comparison against external benchmarks. 

Conclusion
Benchmarking can provide information that can help develop a targeted, budgeted retention strategy that addresses turnover causes, including issues related to rewards and pay.


AC 3.3

Job evaluation is a structured process used to determine the relative value of roles within an organisation, aiming to ensure internal equity. This is done using either analytical or non-analytical methods (Armstrong and Taylor, 2023).
Informal job evaluation relies on general judgment and external market rates or assumptions, unlike formal approaches based on clear analysis and evidence, ensuring consistency and fairness and internal relativities (Armstrong and Taylor, 2020).

Analytical
Analytical job evaluation involves assessing jobs by dividing them into components like skills, effort, responsibility, and working conditions, then assigning scores to each element to produce an overall points-based rating for that job (ACAS, 2014).

Non-Analytical
Non-analytical methods allow for the comparison of entire jobs to determine their appropriate rank or grade. Job evaluations determine whether roles hold greater, lesser, or equal value. These methods may involve comparing a complete job to a clear hierarchy of job grades by aligning the job description with grade descriptions (Armstrong and Taylor, 2023).

Differences
Analytical are broken down into key elements, whilst non-analytical are addressed as a whole job. Analytical decisions are easier to explain because they are based on set criteria and scores whilst non-analytical lack clear evaluation criteria but are simpler to implement (Armstrong and Taylor, 2023).

Point-factors
This evaluation method awards points to different aspects of a job, such as skill or responsibility, to calculate an overall score that helps set a fair pay range. Each aspect has a maximum point value, and the combined score is used to help determine appropriate pay (Armstrong and Taylor, 2023).

This structured approach would benefit Eco-Insulate, given the lack of incentives and apparent unfairness in offering special pensions only to senior staff. The point-factor can create a clear unbiassed pay structure, aligning reward with performance expectations. However, if rectifying pay and grading irregularities, Eco-insulate will need to meet the financial cost of implementing the new formal grade structure that’s clear and fair (ACAS, 2014). 
Job matching
This involves grading jobs or placing them into levels by comparing them to a selected group of benchmark jobs that have already been evaluated (Armstrong and Taylor, 2023). This method is commonly used in larger organisations to simplify the process, but as Eco-Insulate is a medium sized organisation this approach could save time and resources by concentrating detailed evaluations on the most important roles.

Job ranking: Non-analytical
The process entails evaluating entire jobs without dividing them into parts and ranking them based on their overall worth to the organisation, which could help simplify pay decisions (Armstrong and Taylor, 2023). Job ranking is a simple method suited to evaluating a small number of whole roles without detailed analysis (Suff and Reilly, 2006). Using this method at Eco-Insulate could simplify pay decisions, although without breaking jobs down can discount specific skills or responsibilities, which may lead to unfair or biased conclusions.
‌
AC 3.4 

Legal requirements and employment rights legislation, designed to ensure fairness, equality, and compliance are the main external factors that influence benefits packages. These laws aim to prevent discrimination, protect employee rights, and regulate minimum employment standards, directly influencing reward strategies and cost management. Employers must follow laws that affect pay, benefits, and incentives schemes, aiming to prevent discrimination, protect rights which directly impact reward strategy and costs (CIPD, 2018).

National minimum pay
The National Minimum Wage Act 1998 sets the legal minimum hourly pay that employers are obligated to pay their employees. If an employer fails to comply with these legal requirements, HMRC can issue a notice requiring repayment of the owed wages along with a fine or worse, take legal action (UK Government, no date). Employers must meet the requirements to ensure that employees are paid fairly for their work.

Organisations with large numbers of lower paid workers are challenged with increased salary costs, impacting reward budgets and overall compensation strategy. For a medium-sized organisation like Eco-Insulate, who employ a mix of skilled and lower-paid, non-skilled workers, complying to minimum wage legislation would impact overall reward strategies. Eco-Insulate would be left to absorb the increased costs to pay, adding strain to their rewards budget. With the absence of existing incentive schemes, this legislative pressure may cause redundancies and lower staff morale, therefore an alternative non-monetary incentive like flexible working could help boost engagement and retention (CIPD, 2024).

Statutory Sick pay (SSP)
From April 2026, employees have a right to be paid SSP from day one of sickness and from the start of employment, currently SSP is paid from day four, therefore employers need to budget for increased sick pay costs (CIPD, 2025). £425million is the estimated costs to UK organisations (Guardian, 2025).

Eco-Insulate will need to budget for the increased costs they will incur. A recent article by The Guardian (2025) highlighted that greater access to sick leave may result in higher absence-related costs. These changes will add additional financial strain to Eco-Insulate, stretching budgets and limiting reward incentives. In contrast, day one sick pay may avoid reduced productivity from unwell employees, boosting retention, and lower the risk of prolonged absences, therefore may have minimal impact on reward practices.

Paternity leave
The CIPD (2025) outline that, starting in April 2026, the Employment Bill will make paternity leave a right from day one of employment, abolishing the previous requirement of 26 weeks’ service.

This legislation change may benefit Eco-Insulate, as it could prompt a new family-friendly rewards incentive, attract younger employees and make current employees eligible. This new rewards package would improve morale and retention and keep Eco-Insulate competitive, especially if they considered offering enhanced paternity pay into the reward, although there would be cost implications (CIPD, 2025).
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