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Reward for Performance and Contribution

Principles of Reward (AC 1.1)
The use of rewards is widely used within organisations through their strategies, policies and procedures to ensure that employees and their contribution towards the organisation are valued (Armstrong and Taylor, 2020, p.473). Rewards are usually associated with financial incentives through bonuses and enhanced benefits which are types of intrinsic reward. However, there are also non-financial incentives such as learning and development activities, flexible working opportunities and recognition (CIPD, 2024a). A combination of both extrinsic and intrinsic rewards makes up a total reward package which is used throughout the employee lifecycle as a means of recruiting and retaining employees (Waite et al, 2021, p.188). This can be costly for smaller so Eco Insulate should ensure that the reward package is best suited to the business.
Fair, transparent and consistent principles should be used whilst implementing reward packages (Taylor and Woodhams, 2016, p.123). If employers use unfair practices, it could have a negative effect on the psychological contract with the employee. Certain legislations ensure a degree of fairness in rewards - National Minimum Wage Act (1996) and the Equality Act (2010). The reward package needs to reflect its employees and meet their needs (Armstrong and Taylor, 2020, p.473). Certain rewards can have negative effects on workplace culture and implementing multiple at the same time could contradict each other. Tailored rewards packages contribute to a positive culture that is specific to the individual organisation (Bussin et al, 2016). Retention and attraction of prospective candidates can also be affected (Kuvaas et al, 2016) and could set the business apart from competitors. Rewards enhance the culture and reputation of an organisation as employees feel valued and recognised and enjoy being part of a team (CIPD, 2015).
Organisations base their reward packages around employee performance by providing bonuses, progression opportunities and performance related pay. If employers are rewarded according to their performance, they will make higher contributions to the workplace (Barth et al, 2008). However, financial incentives can sometimes demotivate employees or reward bad workplace behaviours (CIPD, 2025). Non-financial rewards and recognition from management have shown to have a positive impact on employee performance and motivation, which has shown to impact the surrounding team (CIPD, 2022). It is important that Eco insulate to manage the rewards carefully as it can have a large effect on employee and business performance. It can also affect the type of employees that are attracted to the organisation and the way in which existing employees are retained, in a way that values and recognises their efforts (Armstrong and Taylor, 2020, p.473). 


Extrinsic and Intrinsic Rewards (AC 1.2)
There are two types of reward that Eco Insulate could introduce which are extrinsic and intrinsic reward, these are based on employee motivation theories. When an employee is motivated and is satisfied with workplace rewards, they will be more loyal and have higher levels of performance, linking in with the Self-Determination Theory of motivation (Landry and Whillians, 2019). 
Extrinsic reward is a type of reward that occurs outside of the employee, for example pay, promotion, recognition, work environment and status (Taylor and Woodhams, 2016, p.123). They aim to motivate employees by providing an incentive for acting or behaving in a certain way and have a significant relationship with employee performance and job satisfaction (Riasat et al, 2016), financial reward has shown to be a high contributor to performance (Ali & Akram, 2012). However, extrinsic rewards could have the opposite effect and demotivate employees (Perry et al, 2006), this could put more emphasis on working for a reward instead of performing well because the employee is loyal to the company. This reward could also affect retention, if another company offers a high wage, then employees will follow this incentive. 
Intrinsic rewards occur from the work itself and provides a sense of meaning and healthy challenge for employees (Taylor and Woodhams, 2016, p.123). Development opportunities and recognition provide a positive relationship with the performance of the employee and the employer due to motivations (Gabriel et al, 2015), showing a connection to the organisation and its purpose. Research has showed that these intrinsic rewards motivate employees to perform well and change their behaviours when needed (Ryan & Deci, 2020), they also provide high satisfaction levels in the workplace (Mosquera et al, 2020). The CIPD’s reward management survey (2022) shows that employers are spending more money on intrinsic rewards such as training and development opportunities. However, this type of reward is awarded to those who show loyalty so might not be offered to all employees. 
Both types of reward are effective and link towards positive personal and organisational performance. However, each employee is different, for example, those who are at the beginning of their career would benefit from receiving training and development opportunities (CIPD, 2024) whereas those who are well established in their careers would prefer an enhanced benefits package and salary. A mixture of both intrinsic and extrinsic rewards would be beneficial for Eco Insulate as it would be an appealing package to all employees and meet their needs (CIPD, 2024), in turn increasing performance and loyalty to the organisation.

Grades and Pay Structures (AC 2.1)
Using financial incentives as a reward is very common within organisations and these could follow certain strategies such as grading and pay structures. Pay and grade structures are a way for organisations to link their pay strategy with the behaviours that are in the best interest for the organisation’s objectives, values and vision (CIPD, 2022b). There are numerous pay and grading structures that Eco Insulate could implement. 
Informal and unstructured pay structures are subjective and are used by smaller organisations. An example of an informal structure is the use of Spot Rates, this is where there is no scope for progression within pay and there is no banding or pay ranges (Armstrong and Taylor, 2020, p.492). The pay increases are based on the individual rather than the job and as their competence increases, so does their individual rate. This pay structure is usually found within the lower-skilled sectors or when providing a tailored package to a senior team member (CIPD, 2024c). Another informal approach is the use of individual pay, salary and job ranges. Like Spot Rates, these are based on the individual, but they are attached to the job. Employees are given a minimum and maximum salary that they can achieve within their role, there is no progression outside of this range (Armstrong and Taylor, 2020, p.494). 
Formal structures could be utilised by Eco-Insulate as these are used by medium to large sized businesses, they work by placing certain roles within a framework or hierarchy to determine pay levels and pay progression for employees (Taylor and Woodhams, 2016, p.134). There are numerous ‘bands’ or ‘grades’, where employees are placed which determines their roles and responsibilities and the maximum pay amount that they can receive within their role - depending on their performance. An example of a formal pay structure is a Broad-graded approach. There are between 6 and 9 grades used within these structures and include broad pay ranges, up to 50%. Employee’s progression is linked to their contribution to the business (Armstrong and Taylor, 2020, p.493). Job families is also used to group jobs within similar departments together and uses separate pay and banding structures. This allows for progression within departments and clearly defines the pay within departments (Armstrong and Taylor, 2020, p.494). Lastly, Pay Spine is another formal pay structure which is used to clarify the salary based on increments which is usually linked to length of service (CIPD, 2024c), this is not performance based.

Contingent Rewards (AC 2.2)
Eco Insulate can also utilise contingent rewards to act as an incentive to motivate their employees to act a certain way or to reach certain goals (Taylor and Woodhams, 2016, p.136). Contingent reward strategies are based on what the organisation values and what are they willing to pay for (Armstrong and Taylor, 2020, p.496). There are different types of contingency rewards, these have different effects on the organisational, team and individual employees’ performance.
Firstly, performance-related pay is a contingent reward that links salary progression to performance (CIPD, 2024b). An employee’s individual performance is measured against set objectives, such as an appraisal process, which is carried out by the employee’s line manager and can use both objective and subjective measures (CIPD, 2024b). The CIPD’s Financial Incentive Report (2022b) found that financial incentives have a strong effect on individual performance, showing that employees are likely to perform better when given a financial incentive. Performance related pay can also be implemented at team level, fostering collaboration between the team and improving communication to reach a common goal (Garbers & Konradt, 2014). However, this could also create unhealthy competition and affect team dynamics. If organisations are linking performance to pay, it not only encourages teams, but the overall organisational performance will improve (CIPD, 2024b). This is solely based on whether pay is a motivator, if the culture is not based on performance, then this type of reward might not be successful.
Another contingent reward is service-related pay, this is where an employee would receive extra pay or benefits when they reach certain increments of length of service (CIPD, 2024c). This is commonly used in public sector organisations such as local councils and is directly linked to the individual. This does fail to recognise individual’s performance and could reward an employee that is not performing well within the organisation (Armstrong and Taylor, 2020, p.497). At a team level, this could build and maintain relationships and create a strong bond between the team. At an organisational level, it creates loyalty and commitment for those with a long length of service but has the opposite effect for new starters when tenure increases (Wright & Bonnett, 2002). Most research for service- related pay is outdated as other contingent rewards are preferred in organisations. Research shows that the Government have committed to phasing out this type of contingent reward and replacing it with a more performance dependent type of reward (Ray et al, 2014).

Merits of Benefits (AC 2.3)
If the right rewards are offered to employees, it can lead to increased loyalty, performance and employee motivation (Armstrong and Taylor, 2020, p.474). Eco Insulate would benefit from implementing benefits to retain existing employees and to attract strong candidates. However, unless the benefits are tailored towards existing employees, it could be a waste of money and resource and could have the opposite effect of what is intended. Benefits need to align with the organisational and workforce needs in order to be successful (CIPD, 2024d).
One benefit that Eco Insulate could implement is enhanced occupational sick pay scheme for its employees. The Statutory Sick Pay (General) Regulations (1982) ensure that employees receive £116.75 per week if they are absent from the business. However, for employees that are absent in lower paying roles, this amount might not cover bills and expenses. Eco Insulate could enhance the statutory rate and match the employee’s weekly salary. This could provide financial stability especially during the cost-of-living crisis for those who could have a serious longer-term illness (CIPD, 2024d). This would improve Eco Insulates reputation with its employees as it shows that the organisation cares for employee’s wellbeing, with it also being a benefit to attract candidates. 
Employees could be offered to increase their learning and gain new skills to progress further in their roles. This would include supporting employees through degrees and professional qualifications to provide opportunities for further development. This benefits the employee as it contributes to their knowledge and skills which could help with internal progression in the organisation, also benefitting the employer to apply the new skills to the business and creating a talent pipeline (Waite et al, 2021, p.195). This adds value to the individual instead of just attaching value (Ghoshal and Bartlett, 1995). Eco Insulate could introduce training cost agreements for expensive training courses to ensure that they receive the benefits of the training if the employee was to leave the business within a certain timeframe (ACAS, 2025). 
Eco Insulate could introduce a performance related scheme such as profit sharing, linking the organisation’s performance to an employee’s pay – if the organisation performs well the employees will receive a bonus. This links strategic reward to the employee’s performance (CIPD, 2024e) a bonus is not guaranteed so if the organisation is not profitable then the employees would not receive a bonus. This acts as an incentive and influences productivity and employee performance, also mitigating the risk of Eco Insulate overspending on employee benefits. 

Merits of Recognition Schemes (AC 2.4)
Recognition schemes are a type of reward that is used to acknowledge employee’s efforts and contributions over the course of their employment at the organisation (Waite et al, 2021, p.195). These schemes can be in a formal format with a clear structure or more informally through a conversation between a manager and employee to show appreciation. Recognition efforts are usually non-financial, and they are used to reinforce employee’s desired behaviours (Brun and Dugas, 2008). Eco Insulate could introduce certain recognition scheme to recognise their employee’s contributions toward the organisation, some examples are as follows.
Firstly, day to day recognition can be used by line managers to reinforce desired behaviours, whilst also setting examples of positive behaviour to the wider team to work towards organisational objectives (Harrison, 2005). It also provides immediate feedback from line managers ensuring good work and individual feedback (Harrison, 2013), this type of recognition is spontaneous and unplanned. Research shows that direct day-to-day recognition from line managers increase employee satisfaction by 15% (Linked in, 2015). Eco Insulate would benefit from using day-to-day recognition as this is a cheap and effective way to boost employee’s morale and motivation.
Eco Insulate could benefit by using formal recognition schemes, these attach recognition to an organisational goal and recognise employees for their achievements (Hancock, 2024). This recognises employees that desire more respect and recognition for their efforts and are awarded with a symbolic reward for their behaviours and achievements (Saunderson, 2004). An example of this would be awarding an employee with ‘Employee of the Month’ or an award ceremony. These would be planned events which are based on measurable objective achievements to motivate and recognise the employee. This is usually a top-down approach which would come from line management or senior management. This feeds on employee’s need to feed good and be recognised for their efforts which then in turn motivates positive behaviour (CIPD, 2022c). This would also recognise employees that go above and beyond their normal work and motivates those with a longer service (Punke, 2013). 
Lack of recognition in the workplace has been linked to be one of the causing factors for workplace stress (Brun et al, 2003) showing the importance of workplace recognition and the psychological effects that it has on employees (Aberdeen Group (2013). Organisational automatically think of handing out money for employee recognition, however, research shows that non-financial recognition positively impacts motivation and performance (CIPD, 2022c). Financial rewards have shown to negatively impact employee’s motivation and creates comparison between employees (Frey & Jegen, 2001).

Reward Environment (AC 3.1)
Eco Insulate should aim to understand the context of the internal and external business environment so that the reward strategy can be tailored to the business need. It was stated that Eco-Insulate has a negative culture, so it is important to review the reward strategy and base it on current trends in the reward environment. SWOT and PESTLE analyses to look at both internal and external factors affecting the reward environment. 
There are economic factors that are currently affecting the reward environment affecting those that are lower paid and are in non-skilled jobs. The increase in NMW will help to alleviate the effect of the higher inflation rates and cost of living on employees. On the other hand, this will have a large negative effect on employers due to increase costs of labour and it could also lead to a reduction of headcount (Taylor and Woodhams, 2016, p.128). Economic issues could also affect the type of reward being offered in the future due to less funding for rewards, organisation may steer towards non-financial rewards. The CIPD’s Reward Management Survey (2022) suggest organisations to have a financial wellbeing policy which address these issues to showing the workforce what they are currently implement now and future plans. This could also include the introduction of an Employee Assistance Program to help employees with financial advice and support.
Since the pandemic, there has been an increase in flexible and hybrid working requests which led to amendments of The Employment Relations (Flexible Working) Act (2023) giving employees a day one right to submit two flexible working requests. This reflects a change where employees value having a better work-balance and flexibility. Implementing flexible working practices could help Eco-Insulate to retain and attract candidates from a global scale, opening the organisation up to a diverse candidate skillset (People Management, 2022). Also, 66% of organisations providing flexible working opportunities during the recruitment stage attracted more candidates (CIPD, 2023). It might not be possible for Eco-Insulate to introduce working from home opportunities, however they could offer alternatives such as flexible shift patterns, job shares, four-day work week and compressed hours (CIPD, 2023). 
It is important for Eco-Insulate to also understand the internal business context and what the employee need is, as the rewards implemented are going to directly affect them. If Eco-Insulate implements rewards based on its employee’s needs and is transparent and fair, it will improve employee performance and productivity whilst creating a culture of appreciation and positivity (Damilola Alim 2024). 

Benchmarking Data (AC 3.2)
Benchmarking is used by organisations to obtain evidence of certain HR metrics from other organisations to shape their own, in this case it can look at reward schemes and organisational improvements from organisations in similar industries (Armstrong and Taylor, 2020, p.132). There are different types of benchmarking which are generic, internal, competitive and customer benchmarking.
Organisations can complete generic benchmarking which compares their organisational data against non-industry specific organisations such as the CIPD who provide insight and initiatives based on objective data based on previous research and data gathered from organisations. The CIPD’s Reward Management Survey (2022) uses objective data to draw conclusions regarding the best reward initiatives and areas to focus on in the current climate. However, the CIPD’s advice would be general and non-specific to individual sectors, further research into the organisation’s industry would be required.
Benchmarking data can also be gathered internally through means such as detailed questionnaires and focus groups. These types of internal benchmarking aim to identity performance and behavioural standards that could be improved whilst comparing it to the organisation’s own standards by comparing employees or different areas of the organisation (Soni and Kodali, 2010). Quantitative and qualitative data can be obtained which can provide in depth information and at a quicker pace. This can help to create realistic and reachable goals for employees and more commitment (Hyland and Becke, 2002). However, it can be hard to collect similar accurate data between departments as there could be external factors affecting performance that are not accounted for (Ratchford, 2011), such as location of work and personal circumstances. Internal benchmarking relies on standardised data between departments to improve the accuracy of benchmarking. 
Competitive benchmarking such as job evaluation is used to gather data on job roles within the organisation compared to the equivalent jobs in the external market (CIPD, 2024f). These evaluations are used to ensure fairness with salaries by using the benchmarking data to ensure that they stay in line with the industry standards and are following reward trends instead of being behind – which could affect their recruitment and retention. To complete an accurate and reliable comparison, employers need to compare the total reward and wider benefits package instead of only salary (CIPD, 2024f) also comparing data against a comparable medium sized business. However, it can be difficult to obtain reliable data from external companies on what rewards they offer their employees (Maloa, 2015) which could affect the reliability of the benchmarking.

Job Evaluation (AC 3.3)
A job evaluation is used by organisations to determine the importance of a numerous jobs based on a systematic basis (ACAS, 2014). This is usually completed to determine fair pay grades within certain pay structures and to compare salaries against internal and external roles in similar industry job markets (CIPD, 2024f). Job evaluations can be a formal analytical approach or an informal non-analytical approach.
The analytical approach to job evaluation is the most popular approach as it is an objective approach and organisations can use the evaluation as a defence against equal pay claims (CIPD, 2024f). A Point Factor rating involves separating job roles into factors which contribute to the overall value of the job – including responsibilities, skillset and knowledge (Armstrong, p491). These factors are then broken down further and given a score value. Job roles are then assessed against these factors individually and receive a certain number of points against each factor. This can then be used to rank job roles within a hierarchy or ranking job roles in a grading structure (Armstrong and Taylor, 2020, p.490). The only time that organisations should compare Also, Market Pricing compares specific organisational job data to the equivalent jobs externally in other organisations, this includes salaries, job descriptions and job titles (CIPD, 2024f). Employers should ensure that the data is accurate by defining the jobs which they wish to compare and ensuring that the comparative data from external sources is reputable in order to make a fair comparison (Armstrong and Taylor, 2020 p.490). 
On the other hand, non-analytical job evaluations are simpler and cheaper way for organisations to evaluate job roles and they are less objective (CIPD, 2024f). They involve comparing the value of one job role compared to another. They are based on subjective data and have no defined standard of measurement and could not be used for an equal pay claim defence (Armstrong and Taylor, 2020, p.491). Job Ranking is a type of job evaluation where employers rank job roles in order of their importance, difficulty and value to the organisation (CIPD, 2024f) This is completed by line managers and HR representatives and is based solely on their judgement and experience within the organisation. Another non-analytical type of job evaluation is Job Classification. This is where employers determine numerous ‘grades’ that are based on distinct competencies and behaviours, job roles are placed into these certain grades (CIPD, 2024f). This is based on subjective measures and judgement, however, it does provide more clarity between grades which will help when allocating rewards and wages.

Reward Practice Legislation (AC 3.4)
It is importance to bear in mind that there are certain legislations that govern rewards in the workplace to ensure fairness and transparency – employers must abide by these to avoid being taking to an employment tribunal and to avoid reputational damage. 
The Equality Act (2010) legally protects employees from discrimination and covers nine protected characteristics including gender, age, race and disability. It covers all stages of the employee lifecycle. Employers need to ensure that they have a fair and equal reward allocation which is based on objective criteria to avoid discrimination claims. If employers fail to do so, they could be subject to Equal Pay claims, where male and female counterparts completing like work are receiving rewards that are less favourable – such as salary and benefits (Daniels, 2022, p.131). It is also a requirement that private and voluntary sector organisations with over 250 employees need to report their gender pay gap on an annual basis. Although there is no penalty for no reporting currently, it can affect an organisation’s reputation if they fail to report this. 
There are also certain legislations that cover wages and salary to ensure that employees in the UK receive a fair wage, whilst protecting vulnerable employees. The National Minimum Wage Act (1998) is a legal requirement for employers and sets a minimum rate that needs to be paid – this currently stands at £11.44 for employees that are over 21 years old (Gov, 2024), this will be increasing to £12.21 in 2025. Eco Insulate must ensure to pay their employees a minimum of this rate to avoid fines and reputational damage. Employers can also choose to sign up to the living wage which is slightly higher than the minimum wage (CIPD, 2024g). 
The Working Time Regulations (1998), this states rules for employers to follow to ensure their employees and workers health and safety whilst they are in the workplace. It outlines holiday entitlements, rest period and employee working hours (Daniels, 2022, p.85). Employees must have at least 5.6 weeks of holidays to ensure that employees are rested and have sufficient breaks (CIPD, 2024h). The Working Time Regulations Act (1998) can also limit their working hours to less than 48 hours averaged over a 17-week reference period. Employees have the option to opt out of this by expressing this to their employer (CIPD, 2024h). It is important that employees and workers have the choice to opt in and out of this agreement with certain notice and should not face detriment for their decision (Daniels, 2022, p.90).  
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