

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

Reward management deals with the strategies, policies and processes required to ensure that the contribution of people to the organisation is recognised by both financial and non-financial means. It aims to reward people fairly, equitably and consistently in accordance with their value to the organisation and to further the achievement of the organisation’s strategic goals. (Armstrong and Taylor, 2020)
Traditionally, the aim of reward management has been viewed as a tool to recruit, retain and motivate individuals, Armstrong (2024) recognises reward management should be business-aligned, support competitiveness, and motivate and engage increasingly varied workforces and meet their diverse needs.
The need to adopt an equitable, fair, collective and compassionate approach to reward management is important. Armstrong (2024) suggests guiding principles should be followed to ensure reward practices are developed to encourage good performance, and positively influence organisational, psychological and cultural factors. These include:
1. Reward people fairly and provide opportunities to achieve higher levels of pay. At Eco-insulate UK it is known that that special schemes operate for senior staff only. This unfairness has a direct negative impact on the organisational culture and performance management. Equitable reward practices can be used to remove this unfairness across the organisation. 
2. Recognise the value of all staff who are contributing effectively.
Eco-Insulate UK currently has no incentive scheme, and performance is related to the notion of measured day work. Good reward practices will help Eco-Insulate recognise good performance and reward it, helping increase motivation and productivity. 
3. Avoid pay dispersion policies that create inappropriate and unjustifiable differentials between levels in the organisation, enable those in lower-paid jobs to achieve a reasonable standard of living and support the financial wellbeing of employees. 
Eco-Insulate is currently experiencing increased turnover of skilled and non-skilled employees. Good reward practices can help reduce turnover and help attract new talent by rewarding staff for good performance.
4. Aim to achieve equal pay and eradicate gender, ethnic and disability pay gaps and consider reward ethically and ensure transparency.
The MD is aware that the overall culture and performance of the company is quite negative, introducing reward practices using these principles could help improve culture and performance through transparent and fair reward for good work and improved productivity.


Eco-Insulate UK can use a combination of intrinsic and extrinsic rewards to motivate employees. Armstrong and Murlis (2007) explains the concept of total reward where all aspects of the rewards package is seen as a coherent whole. It considers the ways in which people can be rewarded and obtain satisfaction through their work, such as being treated fairly and flexible working arrangements, linking financial and non-financial aspects. Its supports employee empowerment and positive cultural change, engaging employees to drive performance. (CIPD, 2024)

Using these principles could help to stimulate positive change, while supporting the organisations objectives and employee aspirations.



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

Eco-Insulate UK is currently experiencing increased turnover and concerns have been raised over its negative culture. With no incentive scheme in operation, reward could be a solution to improving employee contribution and sustaining organisational performance. Rewards can be either ‘intrinsic’ or ‘extrinsic’

Intrinsic reward relates to the psychological benefits each employee gains from making a meaningful contribution, for example, a sense of meaningfulness, job satisfaction, recognition, a sense of challenge and opportunities for advancement. (Taylor & Woodham, 2022). 
Currently Eco-Insulate Uks’ expected level of performance broadly relates to the notion of measured day work, this suggests the intrinsic reward offer to employees is low. Eco–Insulate UK could improve employee satisfaction and creativity, which can in turn can improve employee contribution and overall organisational performance through intrinsic reward by offering training for progression, recognising performance or offering better holiday benefits. (Malik et al., 2019)
Extrinsic rewards are tangible, including pay, bonuses, status, non-essential training and even the working environment. (Taylor & Woodham, 2022). Eco-insulate UK could introduce extrinsic rewards, such as performance related bonuses to improve immediate motivation or consider offering improved pension benefits to encourage better staff retainment.
Many theorists claim extrinsic rewards diminish intrinsic motivation. Kohn (1993) argues that rewards will not enhance achievement and employees expecting to receive a reward for completing a task do not perform as well as those who expect nothing. However, Hendijani, R. et al. (2016) argues performance-contingent monetary rewards positively influence overall motivation and performance, and both external reward and intrinsic motivation can improve overall motivation. 
Fang and Gerhart (2003) found that the effect of extrinsic reward is dependent on the social context it takes place. If the reward is appropriately implemented, it should enhance rather than undermine intrinsic motivation, resulting in a powerful combination of reward. Appropriate communication, meaningful performance goals; appropriate feedback and support from supervisors; and an organisational culture in which incentives are supported by managers and employees will support its success.

However, more recently theorists have considered how human nature is the foundation of employee motivation and the need to fulfil four drives - the drive to acquire, bond, comprehend and defend. (Lawrence and Nohria, 2001). Research identifies factors that fulfil such drives i.e. reward systems to fulfil the drive to acquire, culture fulfils the need to bond, job design fulfil the need to comprehend and performance management fulfils the need to defend.(Nohria et al. 2008) It is when these factors are employed to fulfil employee drive and motivation that true organisational performance is achieved. (Lee & Raschke, 2016)

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

A pay structure is a collection of grades, levels, or bands linking related jobs within a hierarchy or series, which allows an organisation to determine how much employees are paid. (CIPD,2024b) 

There are various types of grade and pay structures that organisations can implement to manage employee compensation, each with its own approach to progression, flexibility, and simplicity. Here's a breakdown of the differences:

1. No Formal Structure for Progression:
· Pay Rates: fixed rates (hourly, weekly, or annually) with no progression or movement within the structure.
· Spot Rates: based on the job or specific role, with no progression.
· Spot Salaries: A package offered to attract a specific candidate, with little room for progression.
These methods offer simplicity but lack flexibility or clear career progression for employees.

2. Individual Pay Ranges, Job Ranges, and Salary Ranges:
Pay range is assigned for each job or individual employee, allowing flexibility within the range for progression. While more flexible, they can lead to insecurity for employees if the criteria for progression are unclear or inconsistent. (Armstrong 2024)

3. Narrow-Graded Pay Structures:
Bands jobs of similar worth into multiple narrow grades (sometimes up to 10+), with incremental pay progression based on service length or other factors. Provides clear indication of pay relativities, easy to understand, and facilitates control, however, can creates a rigid hierarchy, and employees often reach the top of the grade quickly, requiring regrading or job shifting. (Armstrong, 2014).

4. Pay Spines:
Pay increases happen at set incremental points based on length of service, making the structure easy to manage and impartial. However, it lacks differentiation for employees who perform exceptionally well, as progression is solely tied to service duration rather than performance.

5. Broad Banding:
Fewer pay bands, allowing greater flexibility in pay within each band and is often linked to performance providing more flexibility and rewards growth, however, can lead to unrealistic pay expectations and may be harder to understand and manage due to fewer bands and higher pay potential. (CIPD, 2024b)

6. Broad-Graded Pay Structures:
With 6 to 9 grades, broad-graded pay structures offer more scope for progression than narrow-graded systems but without needing frequent regrading. This allows for better definition and controls grade drift, however it can offer too much scope for pay progression and can be costly and difficult to manage. (Armstrong, 2014)

7. Job Families:
Jobs within similar functions are grouped into "families" with separate salary structures for each family. This allows for higher pay for specialised roles within a family, however it can increase complexity in managing multiple structures and ensuring equity across families.

8. Career-Grade Structures:
A common pay structure across all job families, but focus is on career progression rather than increased pay. These can facilitate equity but can be difficult to manage.

9. Local Pay Structures:
Pay structures that are adjusted to reflect regional differences, such as local cost of living. They ensure competitiveness but can introduce pay disparity between employees in different locations and can be complicated to manage.

Each pay structure has its own advantages and drawbacks, and the choice of structure depends on the organisation's size, goals, and workforce needs. Narrower structures might offer more control but less flexibility, while broader structures might be more adaptable but harder to manage.

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

Contingent Reward is monetary reward that is linked to measures of individual, group, or company performance. Contingent pay is used as a means of incentivising workers and promoting shared interests in higher output, productivity, customer satisfaction, and other indicators of business success. (Oxford Reference, 2025).

Performance-related pay:

Performance-related pay has a direct positive relationship with employee attitudes including job satisfaction, employee commitment, and trust in management. (Ogbonnaya, 2017). It recognises achievement, so improves individual performance, productivity and quality of work. (Suff, 2001). It allows individuals who contribute more to be paid more, supporting the principle of distributive justice. (Armstrong 1999)

Performance-related pay impacts the team by highlighting key performance areas, indicating to the team which behaviours are valued and promotes the importance of high performance of the team. It can also help identify poor performance in the team and improve goal setting.

Suff (2001) suggests performance-related pay impacts the organisation by generating a performance culture, which helps retains valuable staff, and supports organisational change. 

However, performance-related pay can reduce individual equity and be discriminatory. It can demotivate a team if goals are set too high and it can undermine teamwork and collaboration. As an organisation it can place a focus on short term quantifiable goals that attract financial reward rather than overall organisational performance. (Suff, 2001) 

Competence-related pay:

Competence-related pay is where pay increases with levels of competency. 
It encourages individuals to achieve higher levels of competency and supports development of the team, resulting in a highly skilled, competent team, while boosting co-operation and teamwork. (Suff, 2001)

Armstrong (1999) suggests competency-based pay can encourage individuals to take responsibility for their own development and encourage lateral career development. 

It promotes the need for greater competence in the team and helps to integrate role and generic competencies with organisational competitiveness.

Suff (2001) suggests from an organisational view it can provide a framework for salary progression where promotion is limited helping to retain workers, increase employee satisfaction through development opportunities and leads to a focus on the totality of the job not just achievements of tasks.

Holbeche and Glyn (1999) suggested a range of reasons why employers were not supporting competency-based pay. These include the impact on other competence initiatives, the response from employees, time consuming and difficult to administer, the difficulty in identifying a measurement of competencies, demands online managers, increased demand of training and development and risk of bias.

Eco-insulate UK could employ either contingent reward to reduce turnover of skilled and non-skilled workers. However, employing performance related pay may be more beneficial as it will influence organisational, psychological and cultural factors positively if administered appropriately in a short time frame, without the difficulties and burden of competency-based pay structures for a medium sized company.


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

Results from a study carried out by Hill (2013) suggests that paid sick leave decreases the probability of job separation by at least 25% and promotes job stability in the face of individual and family illness. It also suggests paid sick leave may be valued sufficiently by workers to influence their decisions about moving between jobs. With Eco–Insulate Uk experiencing increased turnover it is important paid sick leave is explored. It allows employees time to recover from illness and manage health conditions without fear of losing their jobs. This reduces financial stress and supports a better work life balance, reducing the spread of illness amongst colleagues hence increasing productivity of the team. Employees also tend to be more productive when they feel supported by their employer leading to higher morale and greater retention.

Paid holiday leave provides many benefits including better wellbeing, improved physical and mental health and higher motivation as employees feel valued and supported. Paid leave also allows employees to pursue development opportunities and personal pursuits. Eco-Insulate Uk currently offers 28 days holiday to its employees, this needs to remain, and increasing this entitlement could be explored. Paid holidays help the organisations attract and retain talent, reduce turnover and boost productivity and reduce sick leave, while promoting equity. Paid holiday can enhance a company’s profit due to increased productivity and morale, greater job satisfaction, and lower job turnover (Dobson, 2020).

Health care insurance gives employees faster access to treatment, quicker diagnosis, access to private facilities, treatment without a GP referral and can reduce loss of earnings due to sickness. Organisations that offer private health care can see a reduction in sickness absence, attract and retain talent, increase productivity and reduce costs.  Studies show that productivity can be adversely affected by poor health and that effective treatment can reduce productivity loses thus providing private health care can pay for itself in terms of improved productivity. (Berndt et al, 1998)
Eco-insulate UK should explore introducing healthcare benefits as most absenteeism is related to illness. For both men and women, health status measures more consistently explain absenteeism than do economic factors such as wages. (Vistness 1997)

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

Recognition at work, either formal or informal, can help employees feel valued and motivated. Informal recognition such as praise, thanks, highlighting good performance in team meetings or via internal communications channels and formal recognition such as awards, promotion or bonuses can increase productivity and job satisfaction. 

Informal employee recognition celebrates the hard work and achievements of team members. CIPD (2022) suggests regular appreciation days can help recognise individual and team performance and reward it. Every month a day could be set aside to reward good behaviour and hard work. Activities such as wellbeing initiatives, team lunch, with messages of thanks. This informal appreciation helps create a culture of positively, motivation and confidence, leaving employees feeling valued and appreciated.

Recognising employees in this way also benefits the organisation through reduced employee turnover, retention of talent, positive succession planning and increased productivity at very little cost. This informal recognition can build a positive employer brand, and a positive work environment that ultimately will lead to a positive customer experience.

Another informal recognition tool is to ask employees for their views and opinions. If leaders seek advice from employees on special projects, future direction, or how to design products employees feel valued and appreciated. This act of recognising employee expertise and respecting their ideas sends a strong message to the whole organisation that each employee is appreciated which in turn boosts feelings of belonging and confidence throughout the team. (CIPD, 2020)

McKinsey (2022) found that up to 55% of employee engagement is driven by non-financial recognition and an employee’s decision to leave an organisation is often driven by not feeling valued.

Formal reward such as gift cards can also be used to recognise and reward employees. Benefits of such recognition includes customisation of reward, they are cost effective and easy to administer, they can act as a powerful motivator and be used for fun. 
Redeeming a gift card allows individuals to choose a reward that aligns with their tastes, interests, or needs. This element of choice and autonomy can add to the positive impact of the recognition.

A study by the Society for Human Resource Management (2024) found 68% of HR professionals felt employee recognition positively influences retention, whilst 56% noted its effectiveness in aiding recruitment efforts. Recognition should be seen as an investment supporting the retainment of valuable employees, while attracting new talent.


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

When exploring reward solutions all organisations should assess the business context of the reward environment for which they exist. Using a PESTLE analysis Eco-Insulate UK should assess the external political, social, technical, legal and environmental impacts on any reward decisions, alongside any internal factors.

For example, legal requirements, if Eco-Insulate Uk decides to introduce a discretionary bonus scheme related to performance, they must still act fairly. Contracts should state clearly that the bonus is discretionary and is not a contractual right to avoid any future confusion. Eco–Insulate UK would have to ensure those working part-time were not treated less favourably receiving the same bonus value pro-rota as those working full-time and those on fixed term contracts were treated the same as those on permanent contracts. (ACAS, 2024). Not paying attention to the legal requirements may lead to costly tribunal claims and adverse impact on the business image as an equal opportunity’s employer.

Social factors such as the growth of agile working should be considered. If Eco-insulate UK do not offer rewards such as home working, employees may find alternative employers   more appealing resulting in increased turnover and talent drain.

Political factors, such as the recent changes to national insurance contributions will have a great effect on the organisations reward ability. The impact of reducing the secondary threshold to £5,000 a year and increasing the secondary Class 1 NICs rate from 13.8% to 15% will increase the organisations wage bill considerably, maybe leaving little spare income to invest in a reward scheme.

Internal factors should also be considered, the culture and psychological contract between employer and employees will influence the reward environment. A positive culture where employees feel valued, and rewarded will lead to increased job satisfaction and higher productivity. A SWOT Analysis looking at internal factors will help Eco-Insulate UK identify their strengths and weakness while exploring possible opportunities and threats.

The reward environment is constantly evolving and demands a strategic approach to balance both internal and external pressures. Eco-insulate must navigate these challenges to create a reward system that is equitable, competitive, and in line with their business goals. The primary objective is to cultivate a motivated workforce that plays a key role in driving the success of the business.



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

Reward benchmarking allows an organisation to compare performance to industry standards and good practice. Gathering benchmarking data can help to identify areas for improvement and generate new insights. There are many ways to gather and measure benchmarking data.

The Office for National Statistics (ONS) is a great source of data that can be used to compare organisations compensation. It will help Eco-Insulate UK compare similar jobs in other organisations. ONS Weekly Wages and Salary Survey is a useful source of data when reward benchmarking. (ONS, 2024) 

ONS is part of the UK Statistics Authority, a non-ministerial government department, it is the largest independent producer of official statistics in the UK. Its statistics are impartial and free of political control. As a result, the data collected should be valid and reliable. This data is applicable as Eco–insulate UK can compare against other organisations ensuring it is paying fairly, and its compensation is competitive in the current market. This data will also help Eco-Insulate Uk identify any gaps in their benefits strategy.

Industry body publications and reports, including industry journals, whitepapers, and research reports can provide valuable insights and benchmarks. This source of data can help Eco–Insulate Uk compare specific reward processes or systems to the best practices used in other companies. This data will allow for performance benchmarking, comparing Eco-Insulate Uk performance metrics such as productivity, with competitors or industry standards.

A professional body such as CIPD is a valid and reliable source of data for benchmarking. CIPD is a nationally and internationally recognised and respected professional body. Its Good Work Guide Index is an excellent benchmark when exploring job quality in the UK. It provides evidence-based insights for employers and policy makers, so is very applicable for Eco–Insulate Uk as a benchmark source of data. (CIPD, 2024)

Case Studies are a useful source of data when benchmarking reward. (Zairi, 2010) Case studies allow organisations to investigate success stories of comparable companies or projects. Using case studies will help identify gaps in reward strategy and help create a more personalised approach to reward with insight gained from comparative organisations. Through analysing strategies of best-in-class organisations Eco-insulate UK can learn and adapt strategies used to support their own needs and workforce.

When considering the validity and reliability of case studies Eco-Insulate Uk should check that the data is credible and is generated through a reliable source. Using case studies generated through professional bodies will ensure valid information. The context and relevance of each benchmark should also be explored to ensure the data is recent and reflects any industry trends or norms.

Eco-insulate should ensure all benchmarking data is valid, reliable and applicable, using inappropriate sources such as managerial judgement, hearsay, out of date salary surveys, job adverts could lead to poor decision making, poor imitation and lack of CPD. 



Explain approaches to job evaluation. (AC 3.3) 

Decisions about what a job is worth can be made informally, based on comparisons with other jobs within the organisation or jobs in the wider marketplace, or formally through job evaluation.

ACAS (2021) defines job evaluation as a method of determining on a systematic basis the relative importance of a number of different jobs. There are two types of job evaluation, analytical and non-analytical.

Analytical schemes break the job down into core components. These approaches provide objectivity and provide defense against equal pay claims. The points rating approach identifies each key element of the job as factors, these factors are then broken down further into components. Each factor is then assessed separately and awarded points. Factors can be weighted, and the point value increases as the job becomes more demanding. The factor comparison approach also provides an assessment on each factor of the job, but no points are given, making it less favourable with employers. (CIPD 2024d)

Non-analytical schemes look at the whole job, being less analytical they are usually simpler, cheaper and quicker. There are four main types of non-analytical schemes.
Job classification defines the characteristics of the level or grade of the job. This grade then allows it to be placed in a pay structure. By comparing the whole job description jobs evaluation takes place by matching or job slotting.
Job ranking compares whole jobs and ranks jobs in order of their importance, difficulty or perceived value.
Paired comparisons are statistical techniques which compares each job in turn with another in a workplace to build a rank order. 
Internal benchmarking compares jobs under review with existing graded roles, using previous roles as an internal benchmark.

Non analytical methods are subjective when used alone, whereas using analytical job evaluation will ensure pay decisions are fair and consistent, as they have been agreed using a systematic approach. Merits of using analytical job evaluation include pay equity, transparency and a firm defense against equal pay claims. They can also help Eco–Insulate UK understand their market position and identify where individuals fit within the organisation.

When evaluating job roles, it is advisable to identify the market rates to inform decisions on pay structures and rates of pay to ensure the organisation is competitive and can attract and retain staff. Computer-aided job evaluation could also be considered. This software converts information about jobs into a score or grade, in the design stage it can provide guidance on weighting factors through multiple regression analysis. (IIPMI, 2024)




Explain the legislative requirements that impact reward practice. (AC 3.4) 380

There are many legislative requirements that impact reward practice. Minimum and living wage legislation impacts greatly on reward practice.

The National Minimum Wage Act introduced a statutory right to be paid a certain amount of remuneration for work performed. All employees of school leaving age are entitled to minimum wage and everyone aged 21 are entitled to the National Living Wage.
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With the planned increase in minimum wage on the 1st of April 2025 organisations need to review their current reward packages and consider the consequences in relation to the minimum pay increase. If organisations offer salary sacrifice arrangements where employees take a contractual pay cut to receive an alternate free benefit from the employer, such as pensions, childcare vouchers, bikes and low emission vehicles, they run the risk of breaking the law if salaries dip below legislative levels. Many employers may find these reward arrangements are no longer be financially viable. (Payadvice, 2025).

Eastern Eye (Plymouth) Ltd v Hassan & Anor UKEAT/0383/14/DA. Appeal was allowed against findings concerning the calculation of the national minimum wage and compensatory award. 

Eco-Insulate Uk need to consider the impact of this legislation on it reward offer to ensure it will still be able to meet its legislative obligations.

The Equality Act 2010 should also be considered when exploring reward. This legislation ensures equality in the workplace and prohibits discrimination on ground such as age, gender, disability, race, religion and sexual orientation. When considering reward schemes employers must ensure all employees are treated fairly and receive equal opportunities for rewards and benefits. For example, where a bonus is paid after a period of service, it could be seen as discriminatory to young workers as older workers are more likely to meet the time requirement. People Management (2025) claim Lloyds Banking group link senior bonuses to office attendance. This strategy could invite legal challenge as it could inadvertently disadvantage employees with childcare responsibilities and disabilities.

Eco-insulate UK need to consider the impact of equality legislation on any proposed reward package. The aim of a reward strategy is to positively impact organisational, psychological and cultural factors within the organisation, it does not want to discriminate directly or indirectly through an ill thought through reward offer.
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