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

The principles of reward can help shape how an organisation can implement an effective reward structure. The total reward approach covers the tangible and intangible aspects of work that people value and may form part of a reward strategy (Cotton, 2024). This approach encompasses intrinsic (non-financial) and extrinsic (financial) reward ensuring a comprehensive value proposition, balancing a variety of incentives to engage employees holistically (Armstrong & Taylor, 2020).

Another key principle of reward is the fairness, consistency and transparency that must be implemented to ensure there is no bias in rewarding individuals. Consistency and transparency also vital to ensuring trust is built and maintained by employees and helps reinforce a positive workplace culture (Armstrong & Taylor, 2020). As when employees trust the reward system to be fair and transparent, it will boost employee retention and engagement (Armstrong & Taylor, 2020).However, it is important to note that this fairness must be balanced with external market rates to ensure equity, attract talent and reduce dissatisfaction. This way, employees are more likely to see the reward as equitable and in turn feel more motivated and engaged, increasing retention as well as boosting attraction to potential candidates. (Cotton, 2024).

When the reward process has clear procedures and policies around it that ensure legal compliance with both employment laws like the Equal Pay Act 2010 and the Equality Act 1970 as well as internal business objectives (Cotton, 2024). In turn, reward can help foster positive work practices such as collaboration and innovation whilst reducing excessive competition (Armstrong & Taylor, 2020). By providing structure to the reward system, this will help the organisation promote behaviours that are aligned with organisational values and goals such as accountability and continuous improvement, reducing the risk of unethical behaviours (Armstrong & Taylor, 2020).


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

Extrinsic reward can be defined is tangible and external to the employee such as extra paid time off, whereas intrinsic reward is intangible and internal to the employee such as praise for completing a work-related course (Indeed, 2024).

It is clear that extrinsic reward leads to improved employee contribution ad organisational performance when looking at Vroom’s Expectancy Theory, it can be seen that there is a clear link between motivation, performance and reward. Vroom (1964) suggested that an individual’s behaviour is motivated by anticipated results, and that the intensity of their work is driven by the belief that their effort would lead to the desired outcome such as a performance related bonus (Sutton, 2024).  

Extrinsic reward such as base pay are what an employee receives for fulfilling their job requirement, it is likely that if someone is renumerated well for their role, they are likely to be more motivated to fulfil their job requirements and more, in turn helping to boost organisational performance (Antoni et al, 2017). If roles are renumerated poorly, employees are less likely to give their full effort and potential to the organisation, be retained or attracted in the first place as this is an extremely important factor for both existing employees and potential candidates (Costello, 2023). 

On the other hand, it is important to note the importance of intrinsic reward. Herzberg’s Two-Factor Theory suggests that intrinsic rewards are the most potent in driving job satisfaction and motivation depending on an individual’s values and needs. Noting that ‘hygiene’ factors (extrinsic) such as salary can cause dissatisfaction if not adequate (Nickerson, 2023). 

Intrinsic rewards such as recognition enable employees to feel good and acknowledged for the effort they have put in and as humans, our desire to achieve this motivates us. This will not only impact the employee that receives the recognition, but also the wider team and can be utilised longer term than that of extrinsic rewards like bonuses due to the reduced cost (Cotton et al, 2022). Intrinsic rewards also help to nurture confidence and help stimulate a feeling of belonging within the organisation, which will also help retain employees and sustain organisational performance (Indeed, 2024).

There needs to be a mix of both extrinsic and intrinsic reward to ensure improved employee contribution and organisational performance. It may be useful for Eco-Insulate UK to implement a performance bonus or something similar and to place more importance on introducing more intrinsic rewards such as recognition or flexibility in the workplace that can be used longer term. 

3) 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. The grade then falls within this structure highlighting an employee’s exact salary within a specific range (CIPD, 2024).

These structures can be divided into formal and informal structures. An example of a formal structure is a broad-banded pay structure, this can be defined as a structure that uses narrow pay bands to allow for greater pay flexibility and progression than a narrow-graded structure would. Narrow graded structures usually include 10 or more grades with a range of jobs of equivalent worth within each grade band. The pay progression here is usually linked to length of service, being less flexible and cause issues around ‘grade drift’ for some roles(CIPD, 2024). If this becomes an issue, broad grading which increases the number of grades whilst narrowing the pay bands.

 Another example of a formal pay structure is the grouping together of roles within pay and grading structure dependant what job family they are in. These structures usually have around six to eight levels similar to that of a broad graded structure to help facilitate higher pay rates for specific sought after roles (CIPD, 2024)..

In comparison, informal pay structures such as individual pay rates/spot rates are where there is a single pay rate for each job or person. These are usually applied where there is need for a ‘rate’ for a specific job i.e. at a senior level where a benefit package has to be designed to attract and retain. Linking closely to this, there is also individual pay ranges, where a structure containing different salaries or grades may be allocated to an individual or role to allow for progression as there would be no other formal progression without this (CIPD, 2024). 

Whilst formal grades and structures tend to be more uniform and provide structure, informal grades and structures can be more flexible with less structure. Both have their role in the workplace; however, it may be a good option for Eco-Insulate UK to look at adopting a formal pay structure that offers pay progression as part of designing their reward and recognition programme.

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

Contingent rewards can be defined as a motivation-based system, rewarding those that meet specific goals or outcomes (Smith, 2017). Some examples of contingent rewards are performance-related pay and tenure/service-related pay.

Starting with performance-related pay, which is usually a reward based around the achievement of key metrics such as sales targets. When looking at the impact this has on individual performance, employees are likely to feel more motivated when they can see a clear connection between the effort they put in and the reward they receive. However, the pressure and stress caused by the key metrics can sometimes lead to burnout, having an adverse effect individual, and in some cases, team performance (Mohammed, 2024). 

Despite this, performance-related pay can have a positive impact on team performance when it is team-based is that it helps share accountability and encourage collaboration (Armstrong, 2016). It is important for Eco- Insulate UK to remember that if they choose to implement this type of team-based contingent reward, that if there are unequal perceptions of effort within the team, it can lead to conflict and disengagement that ultimately impacts performance as a whole (Dessler, 2021).


When looking at organisational performance, it can be seen that performance related pay can boost the achievement of organisational objectives, by motivating employees, in turn, increasing productivity and driving organisational success. However, an overemphasis on financial rewards can actually have the opposite effect as it becomes expected and can undermine intrinsic rewards that may be given as it can be seen that extrinsic rewards are not always linked to great performance (Nickerson, 2023).

Secondly, tenure/service-related pay is normally rewarding an employee for their loyalty and long service period with the company. For individuals, this can encourage retention within an organisation as they feel valued for the long-term commitment that they have shown which is likely to boost their job satisfaction (Armstrong and Taylor, 2020). However, if this is the only type of contingent reward utilised, it may mean employees feel demotivated if they perform well yet are not rewarded beyond less productive colleagues with the same length of service (Dessler, 2021).

For the team, rewarding long-serving employees can encourage knowledge sharing helping to develop stable, experienced and cohesive teams withing the organisation (Bauer, 2024). The longer an employee has been in the company, the more likely they are to know the nature of the business and their role, which can also mean more mentorship takes place. Despite this, there is always the issue that long-serving employees may be more resistant to change or struggle to adapt to new practices, which can negatively hinder team performance (ObservationSpider, 2024).

Naturally, service-related pay will also ensure the organisation retains experienced and valued employees, helping to lower turnover costs and contributing to a stable organisational culture (Armstrong and Taylor, 2020). When employees have job security, they are more likely to perform well, boosting overall organisational performance (Lucky et al, 2013). On the contrary, placing a heavy emphasis on length of service may leave new and younger employees feeling undervalued which could divide the workforce, negatively impacting organisational performance (Gonzales, 2024).

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

There are multiple different types of benefit an organisation can offer, including sick pay, health care, share ownership and profit sharing. Each of these benefits can help reap a range of merits for both the organisation and its employees. 

Compensating employees for periods they are off work due to sickness will mean that employees do not have to rely on statutory sick pay but instead will have a set duration of renumerated ‘sickness days’ that can be used when an employee is not fit enough to be in work. This allows the employee to have increased financial stability, ensuring a steady income when they are unwell, in turn, reducing presenteeism within the workplace as less employees will feel a need to work when they are unwell (Stolk & Whitmore, 2020). This then helps minimize the risk of spreading illnesses around the organisation which could reduce productivity widely if multiple employees are off at the same time. 

As well as this, by offering sickness pay, it also improves employee loyalty to the organisation as it shows the employee that the organisation care about them and actively encourage them to take responsibility over their health without the fear of losing any income (Nadin et al., 2024). This may be a good place for Eco-Insulate to start when creating their benefit package as it can be relatively quick and easy to implement.

Alongside this, organisations can also offer health care benefits such as an EAP service. An EAP provides employees with support and practical advice on issues that might be impacting their wellbeing and performance both in work and outside. (BUPA, 2024). Ultimately, EAPs help support employees so that they are more likely to be engaged and able to perform to the best of their ability at their role, reducing any room for absenteeism due to issues like financial stress or grief (Schooley, 2024). This will also help attract new talent to the organisation when part of a comprehensive healthcare benefit package, as over half of candidates are more likely to choose a job role with these benefits (ABI, 2024).

Other benefits such as share-ownership also have merits. Share-ownership allows employees to own a percentage of the company, this can not only increase organisational performance due to the employees being more motivated to ensure the success of the company due to owning a percentage of it (Institute of Directors, 2017), this can help foster a positive workplace culture as employees are given a sense of belonging. As well as this, there are also some significant tax benefits for both employers and employees so can help save money for both parties meaning that there is more capital to spend on other benefits (Institute of Directors, 2017). This may be less suitable for Eco-Insulate UK to offer its employees straight away as it is an SME not a large global company such as General Electric Aviation, who do offer this, but it could be considered for the future.


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

There are two main types of recognition, formal and informal. Formal is more structured, usually following a process or rules that must be abided by to achieve the reward. Informal is less structured and more spontaneous to emphasise a behaviour or action (Altrum, 2024).

Recognition can be given in many forms, however some of the most popular include cash rewards, day-to-day recognition and non-cash recognition. Cash rewards may vary in amount, usually from £50 - £500 can be given to employees who exceed performance targets or to recognise any other achievements, at Eco- Insulate UK, this may be hitting a production target. The merits of this type of recognition are the immediate motivation it can create amongst employees as they can see performance is tied to a tangible financial benefit (Arkes et al., 2022). 

On the other hand, there are also non-cash rewards which are again given to recognise achievements or behaviours. This may include tickets to a concert, a gift hamper or vouchers for a shop. This can often be seen as more personable that just a cash sum and can be tweaked each time to suit the specific employee being rewarded. For example, an employee who doesn’t go to concerts may prefer a voucher to go shopping with (Armstrong & Taylor, 2020). This is likely to have more memorability than a cash reward, so is often worth the time involved with finding a suitable reward for each person (Silverman, 2004).

Lastly, day-to-day recognition refers to frequent and ongoing recognition that rewards behaviours or actions that support the organisation’s values. This celebration of efforts helps to boost team morale and performance. As well as, directly improve workplace culture as employees feel recognised for their hard work and efforts (Institute of Directors, 2023). For Eco-Insulate UK, this is a low cost and easy method to implement instantly to help breed gratification in the workplace

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

The reward environment within an organisation can be impacted in a myriad of internal and external factors. External factors such as the economic outlook can directly impact an organisation’s ability to supply and offer a competitive reward package. When the economy is growing, organisations will likely be able to offer enhanced benefits and salaries to attract and retain employees. 

However, when the economy is shrinking, it means that organisations have less ability to offer competitive benefits and reward packages (BBC, 2024). In tight labour markets where there is low unemployment, an organisation is likely to face pressure to increase salaries and offer more benefits in industries where skilled labour shortages drive wage inflation (CIPD, 2024). As the UK is currently in a recession, this now means

As well as this, industrial trends can also cause reward structures to vary depending on the nature of the work and the market expectations. For example, public sector organisations such as local councils, tend to place more emphasis on non-financial rewards such as pension benefits whereas, private sector organisations tend to focus more on financial based incentives such as performance incentives like bonuses (Cotton, 2024). As trends can change, this can alter an employee’s view of whether the reward is fair and equitable. In turn, this will impact the organisations’ ability to attract and retain employees (Cotton, 2024).

Internal factors such as the psychological contract, which is intangible and built on the everyday actions and statements made by one party and how they are interpreted by the other (Peters, 2024). In most cases, employees expect their reward to align with their contributions and efforts and when this occurs, it helps foster trust and commitment (Peters, 2024). If this contract is broken, it can lead to disengagement, reduced moral and attrition, so it is important that an organisation doesn’t fail to deliver anything that is expected such as pay rises or bonuses in order to nurture and maintain the contract.

Similarly, competitiveness and internal equity also impacts reward as competition between organisations to recruit, attract and retain employees can mean there is increasing pressure to provide a comprehensive reward package.  Organisations may create pay structures using benchmarking to ensure roles and responsibilities are reflected equitably internally whilst mirroring a market standard (Indeed, 2024).

If an organisation fails to balance this and employees feel undervalued, the reward structure loses its impact and actually de-motivate staff causing an increase in turnover. It is important to ensure that employees are rewarded fairly (Dessler, 2021).


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

Benchmarking involves measuring your organisation’s quality, performance and growth by analysing the processes and procedures of others (Fallon, 2023). One method of gathering this data is reward and salary surveys. These surveys provide data on compensation packages and reward across the industry and is usually carried out by the consulting industry (Cotton, 2024). Organisation’s can then utilise this data to inform them of industry standard salaries, reward packages and total earnings that will aid them in setting an appropriate reward package that remains competitive (Armstrong, 2020).

This method provides relevant, up-to-date industry-specific insights for organisations to utilise. However, if this method is used to assess a highly specific/emerging role salary, the data may not be available or conclusive enough to make a decision on a suitable reward package. As well as this, the reliability of this data is dependent on sample size, the organisations used to gather the data and whether they use a standardised approach to their survey. If the sample size is small and there is no standardisation meaning respondents are not randomly chosen, this leaves room for self-selection bias to occur.

Another method of gathering benchmarking data includes looking at recruitment and vacancy data. This data can provide an insight into the current labour market and demand trends (Cotton, 2022). Again, this data is usually very close to real-time information which is extremely useful for workforce planning and when it comes from reputable sources such as the CIPD ‘Resourcing and talent planning report 2024’, it forms a crucial part of an organisations understanding around hiring trends and salaries, allowing them to competitively benchmark themselves against this (Hogarth & McCartney, 2024). However, if not pulled from reliable sources and includes job advertisements that may be misleading, this can impact both the validity and reliability of the information, making it useless and/or incorrect (Kelly, 2024). 

Finally, government surveys and statistics can also provide data around labour market trends, salaries, working hours and unemployment rates. This information can be captured through census or national survey (ONS, 2023), making the validity and reliability of the source pretty high due to high standardisation, regulation and region-wide collection process. However, the information is infrequent and due to the data collection pool being so vast the data collected can be broad, lacking the granularity often needed to produce accurate benchmarking data (ONS, 2023).

 An organisation such as Eco-Insulate UK may want to combine this method with another that offers more detailed data, such as recruitment and vacancy data to ensure that any benchmarking data produced is comprehensive and accurate to ensure that any decisions made based off this are well-informed and reliable (Cotton, 2024).

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

Job evaluation can be defined as a way to work out the relative importance of different jobs in an organisation (ACAS, 2024). There are multiple different approaches that can be taken for job evaluation such as formal, informal, analytical and non-analytical approaches.

Formal approaches to job evaluation are process driven and systematic such as grading structures, which are used to determine a jobs value. This tends to be suited to larger organisations that have a large variety of roles that need to be evaluated. Whereas informal approaches tend to lack the structure involved in formal approaches, being more based around assumption without any systemic analysis such as reference to market rates during the recruitment process (Armstrong, 2020).

Analytical approaches to job evaluation involve assessing a job based on the components of it such as the skills required or level of responsibility that comes with it. An example of this is the point-factor method where jobs are broken down into specific measurable factors where they are assigned a weight and score which helps calculate the total ‘value’ of the role (Armstrong, 2020). This approach is mostly utilised in larger, complex organisations where there are strict compliance requirements, such as public sector organisations (Armstrong, 2020).

Non-analytical approaches tend to evaluate a job as a whole, rather than breaking it down into components such as job classification (Armstrong, 2020). Job classification involves grouping jobs into a specific grade based on general characteristics. Usually, this approach is used in smaller organisations where there are a smaller number of straightforward roles (Torrington et al., 2020), so is likely to be more appropriate for Eco-Insulate UK to utilise.



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

Reward practices can be heavily impacted and influenced by legislative requirements. The Equality Act 2010 mandates that regardless of gender, anyone performance work of equal value is entitled to equal pay, bonuses and benefits and any other renumeration offered (EHRC, 2021). 

For an organisation such as Eco-Insulate UK, this means that they must regularly review any pay structures or renumeration given to employees to ensure compliance with this regulation. It is also crucial that some form of job evaluation is carried out, usually analytical, to ensure there is valid justification behind any pay differences.

Following on from this, under this legislation, organisations with 250 or more employees must report their gender pay gap data annually (GOV.UK, 2024). The report must include the mean and median pay gap as well as any bonus gaps and the distribution of men and women across the different pay quartiles (CIPD, 2024). This may impact Eco-Insulate UK, although their employee headcount is not stated. The report must uploaded to the government portal and be published/accessible on the company website so it s accessible to the general public (GOV.UK, 2024) and the ultimate aim of this is to tackle the gap in pay between men and women that has arisen  over the years from labour market disadvantage and workplace disadvantage (CIPD, 2024)..

This means organisations must carefully analyse their reward system and structure to ensure compliance. As failure to comply with this legislation can result in cases being taken to employment tribunal, large financial penalties and reputational damage that would further impact an organisation’s ability to offer a competitive reward structure and retain employees (CIPD, 2024).

Linking closely to this, the National Minimum Wage Act 1998 and National Living Wage mean that there is a set minimum hourly rate that must be paid to an employee dependant on their age and employment types, such as apprenticeships (GOV.UK, 2024). This rate is updated annually every April to ensure employees are renumerated equitably for their work whilst taking into account any deductions like income tax and national insurance (GOV.UK, 2024). Organisations must ensure they comply with this to avoid any kind of financial penalty such as fines or forced back-payments to under paid staff (CIPD, 2023).

Overall, it is clear that reward structures are directly impacted by legislation and require regular review, sometimes involving an increase in the amount spent on reward, to ensure compliance. The legislation protects both the employer and employee as well as ensuring fairness and transparency within the reward structure and system.
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