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

There are some key elements here that require attention such as the lack of incentives, the negative company culture and the increased turnover of staff. The main principles of reward management is to ensure employees are fairly, consistently and strategically compensated for their contributions. 
Rewards should reflect equity and fairness in the value of roles, individual performance market benchmarks ensuring this is done fairly. This fosters a culture of trust, inclusion and respect which makes employees feel more valued and committed to the organisation. 
Transparency is key, all employees need to understand how these decisions around reward are made and pay structures and progression opportunities are communicated clearly. Within organisational culture, transparency promotes openness and integrity which highlights that the organisation values honesty. Within performance management, transparency clearly sets the criteria and enables employees to understand what’s expected of them and how this will be assessed which will improve the alignment between performance and organisational goals and motivation.  
Rewards are linked to performance, which may mean individual, team or organisational. When rewards are linked to performance, it encourages a results-driven culture where employees efforts and achievements are recognised. Recognising performance and rewards link incentives to success by clearly setting objectives, monitoring progress and evaluating outcomes. 
Rewards should always align with the overall organisational strategy. This embeds organisational key values into expected behaviours and shapes a culture that recognises and supports long-term goals. 

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

Extrinsic rewards are defined as external incentives that employees get for finishing tasks or meeting specific objectives. They include monetary rewards, for example bonuses or an increase in salary, but also include non-monetary rewards such as praise or public recognition. Their aim is to motivate certain behaviours or increase an individual’s performance (Hajduk, 2017). Intrinsic rewards are defined as rewards based on internal motivators, it refers to more of a positive feeling an individual has when they complete a task or a project. Intrinsic rewards are based more on personal values and satisfaction, feeling a sense of pride or accomplishment and personal growth or learning something new (Indeed, 2025a). 
	Extrinsic rewards have many positive impacts on organisational performance. For example, when a specific project needs completing by a certain date, they can provide short term motivation which boosts efforts and focus. They can also help an employee become more focused on what their role entails and what they’ll get by doing a good job by setting clear performance targets. They can also help shape required behaviours within an organisation by encouraging specific actions or compliances. When employees all behave the way, an organisation want them to, there is better team working and less conflict as everybody understands their role in meeting organisational goals. However, extrinsic rewards also have their limitations, for example, they can be overused and reduce intrinsic interest. For example, an employee may only do a certain task to the bare minimum requirements just to ensure they get their monthly commission. This can also lead to the reward itself having less of an impact and lose power over time. An example of extrinsic rewards in CCF, an agricultural merchant, includes a bonus every Christmas that’s specifically linked to how much profit the organisation has made during the financial year. 
	Intrinsic rewards also have many positive impacts on organisational performance which can include long-term engagement from employees. And when employees are engaged, they are more likely to stay with an organisation, be content which will ultimately lead to them giving their all, which will improve organisational performance. They also inspire employees to explore and take risks and therefore be more creative and innovative. Intrinsic rewards are also linked to better employee well-being, which is then linked to higher job satisfaction, which again, will encourage employees to work to the best of their ability. Intrinsic rewards however can sometimes be harder to cultivate as it requires alignment between the job and personal goals. They can also take a bit more time which won’t help organisations that are high-pressure or require tasks to be done by very specific deadlines. An example of intrinsic reward would be completing the Level 5 CIPD qualification, which would bring a sense of achievement and the acquisition of new skills. 
	

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

Eco-Insulate UK has no reward scheme which means a lack of incentives and an increased turnover rate with a negative culture. Pay and grade structures are schemes to organise and manage employee compensation. They determine how much an employee is paid based on their role, experience, performance, or market value. Different grade and pay structures could help Eco-Insulate UK address some of the issues related to turnover and the negative culture as various pay structures can influence employee retention and motivation. 
Traditional grade structures are when employees are put into grades or bands based on their job role, responsibilities, experience and qualifications. Bands and grades often have a fixed salary range. These types of pay structures give clear hierarchy status and clear vision on progression. They are most often used in larger organisations, for example the government. Traditional grade structures are transparent and predictable and easy to administer however, they often limit flexibility when it comes to rewarding performance and can be more difficult to adapt to market changes. 
	Broadbanding refers to combining multiple traditional grades into fewer, wide bands with each band covering a larder range of roles and pay. This type of structure encourages flexibility and concentrates on skills and performance over hierarchy. It supports career development and reduces bureaucracy but it has less clarity on promotion paths and can sometimes have a lesser gap between junior and senior roles. 
	Market based structures look are external market data on similar roles to base their pay ranges on. They often still sit within a grade but are aligned more with market benchmark’s which makes them highly responsive to labour market trends and can create more competition, especially in industries such as tech or finance which helps attract and retain talents and ensures pay is also competitive. However, this can make it a costly exercise to maintain and requires regular market analysis. 
	Skill-based or competency-based pay refers to pay that is linked to skills, knowledge or competencies and employee has, and is not necessarily linked to a job title or grade. This structure encourages continuous learning and is often seen in manufacturing or technical roles. This structure motivates skill development and algins pay with value contribution, however it’s complex and may require constant updating. 
	Eco-Insulate UK could look at all these different structures as each one offers distinct advantages and trade-offs that could help Eco-Insulate UK improve retention and culture. Traditional grade structures offer clarity and predictability through fixed salary bands tied to roles and qualifications, but they lack flexibility. Broadbanding merges multiple grades into wider bands, promoting skill-based growth and flexibility, though it can blur promotion paths. Market-based structures align pay with external benchmarks, boosting competitiveness and retention, but demand ongoing analysis and can be costly. Skill-based pay links compensation to individual competencies rather than roles, driving development and aligning pay with contribution, though it’s complex to manage. 

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

Contingent rewards are defined as rewards that are tied directly to performance, they can significantly influence individual, team, and organisational outcomes when applied correctly and thoughtfully. Exo-Insulate UK has no incentive scheme, introducing contingent rewards could influence individual performance, team dynamics and overall organisational performance. Marks & Spencer’s is an example of an organisation who uses contingent rewards to positively impact performance and are aligned with their growth strategy. They ensure their rewards schemes are fair and competitive and that they are aligned with the UK Corporate Governance Code. An example of a scheme they provide is the ShareSave scheme which is a savings-based share option plan that allows employees to save a fixed amount each month over a period of time. Its aim is to encourage long-term engagement and offer a low-risk ay for employees to benefit in their success (M&S, 2024). 
Contingent rewards can motivate individuals by reinforcing expected behaviours and linking performance to tangible outcomes. However, engagement is needed from the employee to achieve individual performance. Without engagement, rewards alone will not drive sustained performance. There are lots of ways Eco-Insulate UK could consider offering individual rewards such as commission on sales above their monthly target, or offering a spot bonus on 
At a team level, contingent rewards encourage collaboration, shared responsibility and accountability when linked to collective goals. For example, non-monetary incentives like team recognition or perks such as casual dress days, can boost morale and cooperation. However, if not managed carefully, they can also create competition or resentment if perceived as unfair.	
Organisationally, contingent rewards can align employee efforts with strategic objectives, driving productivity and innovation. They signal that high performance is valued and rewarded, which can enhance culture and retention. However, they must be balanced, fair and transparent otherwise they risk undermining trust and long-term engagement.

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

There are many benefits that Eco-Insulate UK could offer to help their issue of high turnover and a negative culture. One type of benefit are performance bases bonuses. These benefits motivate employees and give them accountability. Staff become more incentivized to exceed expectations when they know the work they put in will have direct impact on how much money they’ll make. These bonuses also help employees see that they align with business goals which will help them keep focused on what needs to be done and that their input is key. Bonuses also make employees feel recognised for their work; they are tangible rewards that enhance a culture of appreciation and achievement. Bonuses are a great retention tool as employees are more likely to stay when they are financially recognised. For example, the sales team may be offered quarterly bonuses which are linked to company turnover, this will make the sales team more focused and competitive.  
	Another benefit for example is educational assistance programs that enhance employee’s skills and give them opportunities to gain new competencies that will benefit their career and the company’s capabilities. They also encourage employees to continuously learn which will support them in ever-changing industries. By investing in employees, it builds trust and commitment which will increase employee loyalty to the organisation which is one key problem for Eco-Insulate UK. People often look at development opportunities when job searching and therefore offering this type of benefit will attract talent. All in all, educational assistance will support by creating a more positive culture and loyalty. For example, Eco-Insulate UK may offer new and existing employees the opportunity to increase their knowledge in accounts by putting them through an accountancy qualification.
	Another key benefit to consider are employee health and wellbeing programmes. These are great for reduced sickness absence as employees who are happy in work take less sick days and recover quicker. They also support mental health as employees who have access to counselling for example have programmes to support them manage stress and burnout. Health and wellbeing programmes also enhance productivity as employees who are well rested and feel supported tend to perform better. One main benefit of these programmes is that it created a positive culture which is a big problem for Eco-Insulate UK. Health and Wellbeing programmes show that an organisation cares for their employees and are supportive and inclusive which sees higher morale and lower turnover. 
	

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

Recognition schemes are essential elements to any business to build a culture of appreciation, boost morale and drive performance which are key things to improve a negative culture (CIPD, 2022) and where there are no incentive schemes in Eco-Insulate UK’s case. Eco-Insulate UK could consider formal recognition programmes such as employee of the month, annual awards ceremonies or performance-based certificates. These examples will all create a well-structured visible way to celebrate successes and reinforce organisational values and goals which will boost employee pride and increase their motivation (MyEmployees, no date). 	
	They could also consider peer-to-peer recognition such as internal information sharing platforms or shout-outs in team meetings. This type of recognition builds camaraderie and trust and encourages a culture of appreciation which ultimately will promote inclusivity and team spirit which will help Eco-Insulate UK improve their negative culture (Lepak, 2025). 
	Eco-Insulate UK may want to consider milestone recognition by celebrating work anniversaries, birthdays or personal achievements or celebrating long service for example. This type of recognition honours loyalty and long-term employee contribution and strengthens their emotional connection with the organisation which should help with the high turnover rate. 
	Development-based recognition is publicly acknowledging an employee finishing a training course for example. They also promote employees who show growth and initiative which will encourage continuous learning, align recognition with career progression, and helps identify future managers.
	Eco-Insulate UK may also want to look at spot awards and instant recognition. This can be done through gift cards, vouchers or small bonuses given on the spot usually for going above and beyond on certain tasks. This type of recognition reinforces positive behaviours the organisation values and keeps employees motivated, it shows employees that key leaders are attentive and responsive. This type of recognition can be tailored to what’s best for the organisation and employees. All in all, recognition schemes done well will help Eco-Insulate UK improve their negative culture and increase retention rates. 

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

Understanding the business context is essential for designing a reward strategy that aligns with organisational goals, employee expectations, and market realities. Eco-Insulate UK’ challenges include high employee turnover. Both skilled and non-skilled workers are leaving, indicating dissatisfaction or lack of engagement. There is also a negative culture which can undermine productivity and morale. Lack of incentives limits motivation and performance and unequal benefits, such as special pension schemes for senior staff, creates perceptions of unfairness. All of this together suggests that the current reward environment is misaligned with employee needs and business objectives.
Eco-Insulate UK must balance sustainability, innovation, and operational efficiency. A well-designed reward system can support these goals by attracting and retaining talent, driving performance and supporting growth. 
Eco-Insulate UK must consider external market forces such as labour market competition. Skilled trades and eco-manufacturing roles are in demand and therefore competitors may offer better packages. The pressure of the cost of living makes financial and non-financial rewards more critical. Employees increasingly value purpose-driven work and ethical employers and rewards should reflect this.
There are also the psychological and cultural considerations such as employee expectations. Modern workers seek more than just pay; they also want recognition, development, and work-life balance. There is also generational diversity to think about. Younger employees may value flexibility and purpose, while older staff may prioritise security and pensions. Eco-Insulate must ensure their reward environment is transparent and inclusive which will foster loyalty and reduce resentment.


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

To develop meaningful insight into reward strategy, benchmarking data must be gathered and measured using methods that are both reliable and strategically aligned with the organisation’s goals (CIPD, 2024a). Salary surveys from trusted providers are structured datasets collected by consultancies or industry bodies. They are highly reliable, regularly updated, segmented by industry, region, and role. The negative is that they can be costly and require careful job matching. They are best used for comparing base pay, bonuses, and benefits across similar roles (Payreview, no date).
Eco-Insulate UK could look at job matching and evaluation tools which look to align internal roles with external benchmarks. They ensure consistency and fairness and support equal pay compliance. However, they require trained evaluators and time investment. Their main purpose is for internal equity and aligning roles to market levels (Armstrong and Taylor, 2023).
Recruitment analysis review job postings for advertised salaries and benefits. Their benefits are that they are free and easily accessible, and they reflect current market demand. Their disadvantage is that they lack full reward package details. They are best used for quick, informal comparisons and trend spotting (Taylor and Woodhams, 2022).
Eco-Insulate UK may want to consider professional networks and industry forums such as Linkedln as they engage with HR and reward professionals in order to achieve real-time insights with anecdotal evidence from practitioners. However, they can be subjective and non-standardised. They do however give an understanding of emerging trends and informal benchmarking.
Internal HR and payroll data can be used to analyse an organisation’s own workforce data to compare roles, pay progression, and turnover. They are immediately accessible and can be tailored to the organisation. They do however provide limited external context and may require data cleansing. Internal data is great for identifying internal inconsistencies and preparing for external benchmarking (Taylor and Woodhams, 2022).
Once data is gathered and measured, it can be used to identify pay gaps and equity issues, adjust reward packages to remain competitive, support talent attraction and retention. inform budgeting and workforce planning and align rewards with business performance and values. All of which will support Eco-Insulate UK in improving their strategy to reduce turnover and create a more positive culture. 

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

Job evaluation is a structured process used to determine the relative value of roles within an organisation. It helps establish fair and consistent pay structures, supports internal equity, and informs reward decisions (CIPD, 2025a). Eco-Insulate UK is a medium-sized manufacturer with no incentive scheme, high turnover and negative culture. The MD’s desire is to introduce a fair, motivating reward system. Job evaluation can help build transparency, fairness, and trust which are all essential elements for cultural transformation.
	Eco-Insulate UK could consider the point factor method. This method assigns points to job elements like skills, effort, responsibility, and working conditions (Hampton, 2024). It would benefit Eco-Insulate UK as it offers a quantitative, objective framework and helps differentiate between skilled and non-skilled roles. It supports the creation of clear pay bands and career paths and can be tailored to the organisation. This is done by defining the evaluation factors, for example the technical skill, or physical effort, weighing each factor based on strategic importance and scoring each job and rank accordingly (Linkedln, no date, a).
Job ranking is also a great job evaluation tool. It ranks job from highest to lowest value based on their overall contribution. Its positives are that it is easy to implement and it’s useful for small teams or initial benchmarking (Linkedln, no date, b). However, it can be subjective and lack transparency. It is not ideal for complex or diverse roles. However, it could be used as a starting point before moving to a more robust system like point factor.
Eco-Insulate UK may want to consider hay guide chart profile method which is a globally recognised method evaluating jobs based on know-how, problem-solving and accountability (Patel, 2020). It’s valuable as it aligns well with strategic roles and leadership positions, supports long-term workforce planning and helps justify senior-level reward differentiation (HayGroup, no date). Eco-Insultare UK must consider that it may be more resource-intensive and better suited for senior roles or future expansion.
The market pricing approach uses external salary data to benchmark roles directly against the market. It ensures external competitiveness, helps attract and retain talent in niche manufacturing roles and complements internal evaluation for reward calibration (Linkedln, no date, c). However, it should be used alongside internal methods to avoid over-reliance on external trends.
Eco-Insulate UK may want to consider involve cross-functional teams such as HR and Finance when considering doing a job evaluation process. They must communicate clearly with employees to build trust. It is recommended to pilot the system with a few roles before full rollout and use results to inform pay bands, development plans, and recognition schemes. 

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

Reward systems aren’t just about motivating employees, they must also comply with UK employment law to ensure fair treatment, legal protection, avoidance of discrimination or bias and to ensure transparency and accountability. 
Eco-Insulate UK has unequal pension benefits between staff groups and no incentive scheme or recognition structure. The recommendation is that Eco-Insulate UK makes legal compliance non-negotiable, especially as there are concerns around equality, transparency, and contractual obligations. 
The Equality Act 2010 is the foundation of fair reward practice. Its main objective is to prohibit discrimination in pay and benefits based on protected characteristics (e.g. age, gender, race, disability) and requires equal pay for equal work or work of equal value (GOV, no date a). There are pension disparities between staff groups in Eco-Insulate UK which could be a breach in legislation if this if not objectively justified. The correct action for Eco-Insulate UK would be to conduct an equal pay audit and ensure job evaluation supports fair comparisons. It’s also advised that they review their pension schemes for equity purposed. 	
The Employment Rights Act 1996 defines the basic rights of employees, including pay entitlements (GOV, no date b). All employees must receive a written statement of employment terms (including pay and benefits) and any changes to reward structures must be communicated and agreed upon. The recommendation to Eco-Insulate UK is to ensure all employees have an up-to-date contract that clearly outlines any new incentive or recognition schemes.
[bookmark: _Hlk207044463]The National Minimum Wage Act 1998 sets the legal minimum hourly wage based on age and status. All reward practices must comply with minimum wage thresholds and bonuses or incentives must not offset base pay below legal limits (Gov, no date c). Eco-Insulate UK should conduct an audit on pay levels across roles and ensure performance-based rewards are additional, not compensatory. 
[bookmark: _Hlk207044549]The Working Time Regulations 1998 regulates working hours, rest breaks, and holiday entitlements. Overtime pay and time-off rewards must align with legal limit and any incentive schemes based on hours worked must respect rest and break entitlements (GOV, no date d). Eco-Insulate UK should create incentive schemes that reward productivity without excessive hours and they should ensure they monitor compliance with working time limits.
[bookmark: _Hlk207044636]The Pensions Act 2008 mandates automatic enrolment into workplace pensions which says that all eligible employees must be enrolled into a qualifying pension scheme and any discrepancies in pension contributions must be justified and transparent (GOV, no date e) which does not seem to be the case for Eco-Insulate UK. They should review their pension arrangements for fairness and consider harmonising contributions across staff groups. 
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