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Introduction

This report has been prepared to showcase how reward management can be critical to an organisation’s success, in this case Eco-Insulate UK.  Reward management consists of focussing on creating and putting into place procedures and policies that reward employees consistently, fairly and equitably in order to drive organisational success.  

This report examines the respective aspects of reward management and how these components support employee motivation, improve job satisfaction and propel an organisations performance.   




Explain the principles of reward and its importance to organisational culture and performance management. (AC 1.1)
Reward principles are concerned with how Eco-Insulate UK compensate and recognise the performance of their employees with often wages being the main driver (Taylor and Woodhams, 2022 p.62).  Rewards can often be viewed as the incentives bestowed by organisations providing employees with the motivation to aid in high performance that enable strategic objectives to be met. (Taylor and Woodhams, 2022 p.63). This could be monetary or wider and incorporate numerous other factors which are regarded as equally important to the workforce, i.e. terms and conditions.  Moreover, this can also include a ‘total reward system’ of non-monetary value which comprises of benefits such as flexible working prospects (Cotton, 2024a). 

Reward can often be categorised as intrinsic and extrinsic.  Intrinsic rewards derive from a psychological aspect providing employees with a sense of achievement, autonomy and recognition, while serving sustainable motivation which promotes engagement and performance in the long-term (Glassdoor Team, 2021).   Extrinsic rewards concern matters such as monetary value in the form of pay or bonus incentives and while they aid in attracting staff, they unfortunately do not foster long-term engagement which is why it is therefore imperative to consider both intrinsic and extrinsic rewards when considering reward programmes which we will delve into further detail in 1.2 (Glassdoor Team, 2021).  

A further key component is a transparent and consistent reward programme ensuring all employees are treated equally and fairly taking into consideration UK Laws such as the National Minimum Wage Act 1998 and although employers are not required by law, multiple organisations have also enrolled onto the voluntary Living Wage (Cotton, 2024a) which can be a further key stimulus in attracting and retaining staff.  Taylor and Woodhams (2022, p. 63) state that if employees believe the reward system to be “unfair” it can have a negative impact on the psychological contract hindering engagement and performance of the employees and therefore further impacting an organisation reaching their strategic objectives.  

In conclusion, it is therefore vital that Eco-Insulate UK take a holistic approach when designing their reward strategy incorporating fair and transparent policies and pay structures while also including non-monetary rewards striking the right balance between provisions of incentives which is competitive in the labour market yet affordable (Armstrong and Brown,2019 p.25).  This not only assists to foster a positive culture but also creates high performing engaged employees permitting strategic objectives to be achieved as performance and reward can often be seen as interlinked (Waite et al, 2021 p.196).  


Assess the contribution of extrinsic and intrinsic rewards to improving employee contribution and sustained organisational performance. (AC 1.2)
Extrinsic and intrinsic rewards play a unique but important role in enhancing an employee’s engagement and maintaining organisational effectiveness as previously discussed in 1.1.  While historically it was of the view that extrinsic rewards were the key component recent research has proven that intrinsic rewards also play a key role in an employee’s motivation (Hajduk, 2017) this is further backed up by Geropp (2019) as he argues using only extrinsic rewards can result in the demotivation of intrinsically motivated workers as the pressure can stifle creativity in turn lowering productivity.  

While people usually prioritise extrinsic incentives above all else, with pay being at the forefront, meaningful conversations regarding intrinsic incentives can only take place once we shift the focus from monetary reward (Hajduk, 2017).  
This supports the idea that organisations attention should be not only on fair pay but also benefits for their employees (intrinsic rewards) in order to thrive and drive organisational success  (Hajduk, 2017).  

The key to a motivated and engaged workforce is ensuring the organisation evolves with the wants and needs of not only the stakeholders but also the employees with the goals of each aligning with the organisation’s strategies (Ott, 2017).  Ott (2017) goes on to state that when managers are inclusive of their teams and switch to a culture of performance development (intrinsic reward) it enhances employee productivity as employees find long-term satisfaction and meaning in their work while also fostering a culture of trust and collaboration further proving that intrinsic rewards are beneficial.  

Balancing both intrinsic and extrinsic rewards is a key component to achieving optimal organisational outcomes while also fostering long-term engagement and increasing retention rates.  Creating a reward package that not only includes tangible rewards such as pay aligned with intangible rewards in the form of professional development, other terms and conditions e.g. annual leave, flexible working, staff benefits and staff recognition can create a positive workplace culture with employees committed to the organisation’s visions and values (Cotton, 2024).  

Explain the differences between types of grade and pay structures. (AC 2.1)
Organisations utilise pay and grade structures as frameworks to determine employee compensation specifying how employees are paid while also providing an outlet for career progression (Taylor and Woodhams, 2022 p.78).  They are designed with an organisations mission and values at the forefront while similarly ensuring fairness and must be consistent with the provisions of the Equal Pay Act 2010 in order to avoid pay discrimination (Cotton, 2024b).  Pay structures generally have 2 key attributes; the number of bands a structure holds and also the span of each band; a greater span typically provides more opportunity for career progression (Cotton, 2024b).  

Jobs with similar characteristics and responsibilities are often grouped as “job families”.  This provides a clear and structured career path while also ensuring responsibilities are aligned with the pay received providing equity throughout the organisation (UNISON, 2023).  

Narrow-graded pay structures compromise of multiple grades with positions of equal value and responsibility placed together with advancement occurring based on service duration, meaning employees will meet their top line swiftly resulting in the demand for upgrading and therefore subsequently run the risk of jobs being ranked higher than necessary (Cotton, 2024b).  In comparison, a broad grade structure combines multiple narrow pay grades into a small number of broad bands with the goal strategy being career progression and flexibility in relation to salary management negating the issue of rebranding as such in narrow graded pay structures (Cotton, 2024b).  

Furthermore, individual pay rates may also be considered as they offer an annual salary specific to each job or employee (Morris, 2023).  While hiring viability and employee value can be easily and accurately estimated with this predetermined method it can also lead to employee disengagement due to the lack of opportunity for pay progression unless applying for a direct promotion (Morris, 2023).  

Each structure brings it own pros and cons and it is therefore advised that a holistic approach tailored to Eco-Insulate UK’s specific needs and objectives is adopted when considering which style to implement (Cotton, 2024b).  
It is therefore recommended that a pay benchmark exercise is undertaken in the form of a job evaluation alongside a market analysis to determine which pay structure is best suited to not only the organisation but also taking into consideration external competitors and the labour market to ensure fairness of the job role in relation to pay rates (Taylor and Woodhams, 2022 p. 79-80) which will be discussed further in the report at point 2.1.  

Explain how contingent rewards can impact individual, team and organisational performance. (AC 2.2)
Contingent rewards, simply put, are incentives that are granted in accordance with performance criteria and or accomplishments, which is where ‘contingent’ derives from as they are reliant on fulfilling specific requirements and objectives achieved by employees (Armstrong and Taylor, 2020).  

The types of contingent rewards can vary widely from monetary and non-monetary rewards in the form of bonuses or development opportunities.  There is strong evidence to suggest that financial benefits and recognition should be linked with performance, whether that be individually or as a team as it can help to retain top talent and boost performance (Cotton, Gifford and Young, 2022).  However, it is important to ensure the link between the two is recognised as it could otherwise result in poor performance and disengagement from employees (Cotton, Gifford and Young, 2022).  Additionally, contingent rewards can also foster positive collaboration between employees and teams when clear guidelines and objectives are set out enhancing team cohesion and collective output (Armstrong and Brown, 2019 p.236).  In relation to this, there is also evidence to suggest that involving employees in setting goals which align with organisational objectives is a fairer way of setting expectations as they feel their opinions are ‘heard’ and more likely to produce positive outcomes as they hold ‘ownership’ towards the goals set out (Cotton, Gifford and Young 2022).  It is also worth noting that a healthy balance needs to be achieved between providing incentives for both teams and individuals to enhance the psychological safety of employees whether that be via individual appraisals or at a team level providing feedback on performance (Cotton, Gifford and Young, 2022).  

While contingent rewards carry a high rate of success such as individual accomplishments influencing their employee’s performance and motivation (Cotton, Gifford and Young, 2022) there is also arguments against this suggesting that once the goal has been attained and the reward received employees may revert back to ‘old ways’ only providing temporary compliance.  To overcome this, organisations must develop a positive and collaborative workplace culture where ‘collective gain’ is the main goal (Brown, 2019).  

It is recommended that Eco-Insulate UK assess the benefit of introducing some form of pay/bonus scheme linked to output.  These types of schemes are common in the manufacturing industry and if coupled with other non-pay incentives can have a lasting positive impact on staff morale and productivity (Incentive Research Foundation,2020). Nevertheless, for contingent rewards to be of success they need to be regarded as fair, realistic in terms of being achievable, consistently applied and affordable. This will aid in motivating the workforce while fostering a positive workplace culture in order to achieve optimum results (Armstrong and Brown, 2019 p.247-250).  

Explain the merits of different types of benefits offered by organisations. (AC 2.3)
Organisations may offer a variation of benefits in order to attract and retain top talent while also providing a means to motivate existing employees (Cotton, 2024c).  There are numerous factors of importance encompassed within this such as aligning the benefits with the wider organisational strategy while also ensuring it is of good value to the employees (Cotton, 2024c).  
As employee benefits packages can be costly for an organisation it is imperative the total reward structure is affordable and is devised and implemented appropriately and are not of detriment to the organisation (Armstrong and Brown, 2019 p. 340).  

A pension scheme can be of a great benefit to both employee and organisation as it provides reassurance regarding an employee’s future providing them with an income post-retirement or a named beneficiary should the employee unfortunately pass away (Armstrong and Brown, 2019 p. 341).  They are often deemed an integral part of the total reward package and valuable pension schemes can not only aid in the attraction of highly motivated employees (Armstrong and Brown, 2019 p. 341) but also provide employees with financial security negating stress factors due to money concerns, enhancing output, further cementing the ideology that sufficient reward packages can optimise organisational success (Rickard, 2022).  It would therefore be advisable that Eco-Insulate UK broaden their limitations of their current pension scheme to include all employees and not only those at MD level to ensure equity throughout to help stimulate and embed a positive cultural change.  

Maternity leave benefits that exceed the legal limitations specified by statute are known as ‘enhanced maternity’ (ACAS, no date).  Employees who are due to give birth or recently have given birth greatly benefit from this as it enhances employee well-being while also promoting a positive organisational culture by endorsing an inclusive, supportive and equitable workplace.  This results in organisations becoming an employer of ‘choice’ further widening the talent pool (Morris, 2022).  Similarly, the benefits of introducing parental and special leave provisions are also likely to improve retention (Ayling and Suff, 2024). 

Further benefits such as paid annual leave, sick pay or salary sacrifice schemes can further enhance an employer’s reputation by encompassing financial security and well-being as well as achieving a satisfactory work-life balance (Haan, Bottorff and Haskins, 2024).  

In conclusion it is recommended that Eco-Insulate UK take into consideration devising and implementing a range of family friendly policies which will not only enhance internal and external organisational reputation but can also aid in closing the gender pay gap within senior roles (Ayling and Suff, 2024).  A multifaceted approach tailoring benefits to Eco-Insulate UK’s organisational goals and objectives aligned with the requirements of the workforce will ensure an outcome of loyalty and productivity which is both beneficial to employees and Eco-Insulate UK.  

Explain the merits of different types of recognition schemes offered by organisations. (AC 2.4)
Recognition schemes offer the opportunity to privately or publicly recognise the achievements and contributions made to an organisation either individually or via collaborative working (Waite et al, 2021 p.195).  

Formal recognition can be perceived as the “foundation” for which Eco-Insulate UK’s recognition scheme relies on, however, for this to triumph it is imperative success is recognised throughout collaborative working otherwise it can have a negative impact such as a decrease in morale therefore leading to disengaged employees (Dewar, 2024).  Formal schemes of recognition may include entities such as awards, prizes in the form of holidays, vouchers or titles such as employee of the month (Waite et al, 2021 p.195).  Such rewards are often presented publicly or via an announcement such as intranet or organisational notice boards (Armstrong and Brown, 2019 p.281).  

Informal recognition can be in the form of a simple yet meaningful ‘thank you’ from a line manager or senior team member when completing a difficult task acknowledging the effort and accomplishment by the employee or reaching a specific deadline (Hoory and Main, 2024).  When employees receive ‘genuine’ recognition for their work research has proven a staggering 69% of employees stated they would go the extra mile within their role (Hastwell, 2023).  This further feeds into extrinsic rewards and can often be linked to Maslow’s Hierarchy of Needs providing self-actualisation alongside praise increasing an employee’s self-esteem ensuring they reach their full potential (Armstrong and Brown, 2019 p.94).  

According to Gallup (2024) managers should foster an environment that is rich in acknowledgement where everyone is aware of how others prefer to be appreciated and praise given freely.  However, specific criteria should be set out in alignment with the purpose and organisational culture to accurately reflect its aspiring distinctiveness, failure to do so could result in non-high performing employees being rewarded in turn, negatively impacting a high performers motivation (Gallup, 2024).    

By developing a culture of recognition Eco-Insulate UK can enhance their workplace culture fostering a workforce of engaged and loyal employees leading to higher productivity levels (Hastwell, 2023).  However, it must be noted that this needs to be done through meaningful and purposeful practices to succeed (Hastwell, 2023).  It is recommended that employees have some input into the type of staff benefits that they would like to see and help to design and such scheme. Engaging staff in this way can further enhance morale and retention.  It is therefore imperative before a recognition scheme is put into place that the managers of Eco-Insulate UK fully understand the principles of the scheme prior to implementation and consistently monitor its effectiveness to achieve optimum outcomes (Armstrong and Brown, 2019 p. 282).  

Assess the business context of the reward environment. (AC 3.1)
In order for Eco-Insulate UK to evaluate the business context of the reward environment they need to take into consideration key factors such as elements that effect incentives, benefits, recognition and how they will be implemented (Armstrong and Brown, 2019 p.402).
Reward and benefit strategies need to align with not only the organisations strategic objectives but also external factors such as the current labour market.  According to research the UK is currently in a tight labour market which reinforces the ideology that a sufficient reward system needs to be in place to enhance retention rates, as previously discussed in 1.1, otherwise top talent could be lost leaving gaps in the workforce which are difficult to fill (Davine and Powell, 2024).  Furthermore, due to the cost-of-living crisis, in August 2022 91% of people stated an increase in the general cost of living in comparison to previous months and although inflation has decreased to 2% in May of this year (Francis-Devine et al., 2024) real wage growth has increased to 3.2% (Davine and Powell, 2024).  
The collective skills, knowledge and abilities of the workforce are referred to as ‘human capital’ and are often deemed an internal factor in the effectiveness of reward systems.  ‘Human capital’ suggests that employees who invest in themselves via development and training courses attain a premium of skills necessitating organisations to provide higher compensations to retain talent (Taylor and Woodhams, 2022 p. 73).   
By fully understanding the business context Eco-Insulate UK are able to distinguish themselves from competitors placing them in prime position to become an employer of choice by offering an adequate reward system in line with the labour market conditions while enabling strategic objectives to be met through offering equitable compensation (Taylor and Woodhams, 2022 p.67-68).  Moreover, all reward policies must take into consideration legal requirements such as National Minimum Wage Act 1998 (Cotton, 2024a) and Equality Act 2010 when considering equal pay and the Gender Pay Gap (Taylor and Woodhams, 2022 p.65).  

Evaluate the most appropriate ways in which benchmarking data can be gathered and measured to develop insight. (AC 3.2)
Benchmarking comprises of evaluating Eco-Insulate UK’s performance and processes against external competitors who may be of a similar infrastructure and also internal issues such as performance and absenteeism (Taylor and Woodhams, 2022 p. 72).  Through the analysis of these data sources, it is then possible to identify specific patterns and trends enabling Eco-Insulate UK to modify their plans and decisions in relation to reward structure and incentive management (Taylor and Woodhams, 2022 p. 72).  

Conducting a market rate analysis can be a useful tool in assessing the external relativities and can be done by benchmarking rewards against external comparators (Taylor and Woodhams, 2022 p. 72).  This could be in the form of salaries or total reward package, however establishing what metrics you want to measure beforehand will ensure relevant and up to date data is collected resulting in an accurate analysis.  This can then help to devise and implement an action plan providing a clear goal to strive for ensuring Eco-Insulate UK remain competitive (Taylor and Woodhams, 2022 p.72).  By collecting data such as final salary from a similar sized organisation Eco-Insulate UK can then assess their pay structures ensuring they are of competitive value to equivalent jobs in other organisations while ensuring they meet the demands of the labour market to help attract and retain staff (Cotton, 2024).  

Furthermore, Eco-Insulate UK could access data from the Office of National Statistics on entities such as average weekly earnings and the gender pay gap which is deemed to be reliable evidence-based data which again will would be relevant when performing a market rate analysis (ONS, 2024).  

Internal benchmarking activities enable organisations to review their internal processes while identifying the organisations divisions which are performing well, analysing their methods to decipher why they are performing higher than other departments (The Economic Times, no date).  While internal benchmarking comes with positives such as low cost, as it’s an internal process and providing managers with relevant data such as sickness hotspots it also comes with negatives (Zajac, 2023).  It is essentially a comparison of employees which can lead to prejudice due to everyone’s ‘motivators’ being diverse (Zajac, 2023) which is why a ‘one size fits all’ reward package is not suitable and factors such as intrinsic and extrinsic motivators need to be taken into consideration (Taylor and Woodhams, 2022 p.84).  

In conclusion, effective and accurate benchmarking can help Eco Insulate UK to periodically assess the reward scheme on offer guaranteeing they remain competitive and attractive to employees, maintaining an engaged and driven workforce abiding by relevant law and regulations (Ackland, 2024).  

Explain approaches to job evaluation. (AC 3.3)
The methodical process of job evaluation can be used to ‘evaluate’ each role and their relative value within Eco-Insulate UK.   This can then facilitate the creation of a fair and equitable pay structure across the organisation (Armstrong and Brown, 2019 p.168).  According to Armstrong and Brown (2019, p.168) a job evaluation has 3 main purposes; to gather data to ensure and maintain a fair yet equitable pay structure in roles of relativity, provide data in relation to relevant external competitors to conduct a market analysis and to guarantee transparency so that everyone involved understands the criteria used to determine grades and compensation rates. 

In broad terms, job evaluation can either be analytical encompassing the value of the job by separating it into factors or non-analytical assessing the job in its entirety without taking into account other aspects (ACAS, 2014).  Analytical job evaluation tends to be most favoured as it focuses on analysing particular elements such as abilities and performance reaching an unbiased conclusion about the relative worth of various tasks (Taylor and Woodhams, 2022 p.79).   While non-analytical job evaluation can be used it does leave organisations susceptible to equal pay claims as there is no specific data collected when evaluating roles and instead are ranked by a manager leaving them open to gender bias and unequal pay breaching laws such as the Equality Act 2010 (Pay Justice, 2020).  

Moreover, analytical job evaluation can use systems such as point rating and factor comparison.  Point rating determines the focal components within each role referred to as factors, these are then broken down into weighted components.  Points are then allocated based on the level required for the work once each component is evaluated independently with the highest points value equating to the most demanding roles (Cotton, 2024d).  While a factor comparison is also based on an assessment of factors it is not points structured meaning more jobs can be evaluated at any one time (Cotton, 2024d).  

It would be advisable for Eco-Insulate UK to train a team of job evaluators, however, when doing so being mindful not to include members who may be of benefit to any upgrade inciting bias when evaluating roles similar to theirs (ACAS, 2014).  It also advisable that staff are included in the design process whether through Trade Union representatives or otherwise in order to ensure that the system and approach is fair from the outset (ACAS, 2014). 

Explain the legislative requirements that impact reward practice. (AC 3.4) 
Organisational rewards practices are significantly shaped by legislative requirements such as the Equality Act 2010 and the National Minimum Wage Act 1998.  These laws aid to safeguard reward programmes so that they are equitable and non-discriminatory (CIPD, 2024).  

The Equality Act 2010 stipulates that equal compensation for equal work is required by law for the statute of men and women.  The main goal is to close the gender pay gap which is why it is vital that organisations ensure that roles with equivalent value are paid fairly and equally so that pay structures are not discriminatory to either sex (Taylor and Woodhams, 2022 p.71).  Failure to do so could lead to an unfair pay claim being brought against the organisation as was the position with Asda when women shelf stackers claimed their role was of equivalent value to those of men who worked in the warehouse (BBC, 2021).  The women won their appeal at the High Court with significant implications and detriment to Asda such as cost and damaging their employer brand (BBC, 2021).  

The minimum hourly rate that organisations are legally obligated to pay their employees is stipulated by the National Minimum Wage Act 1998 and the way organisations administer rewards will be significantly implicated by this regulation (Taylor and Woodhams, 2022 p.71).  This applies to all workers from 16 and above which is divided into 4 categories; apprentices, employees aged under 18, 18-20 and 21-22 (Cotton, 2024a).  

Government legislation also requires organisations with 250 employers or more to report their gender pay gap data however organisations with less than this can still file a report although they are not obligated to do so (GOV.UK, 2024).    It is believed that employers who report their pay structures can help influence fair and equitable pay across the UK and failure to do so is in breach of the Equality Act 2010. 

By adhering to obligated legislative constraints, Eco-Insulate UK will not only comply with UK legislation but will also foster a fair, inclusive and equitable workplace which can aid in retention rates maintaining a driven and engaged workforce while also being able to attract new staff (Armstrong and Brown, 2019 p. 20).  

Conclusion:
To summarise, promoting employee motivation, satisfaction and retention requires an efficient yet equitable reward scheme.  Through strategic alignment of rewards with organisational objectives, Eco-Insulate UK can improve employee performance while fostering a positive workplace culture.  In order to make sure that employees feel appreciated remaining engaged, the research emphasises the significance of a balanced approach which blends monetary remuneration with non-monetary rewards.  Reward schemes will need to be adjusted to match shifting demands in order to remain competitive and achieving long-term success (Cotton, 2024e).  
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