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Total word count: 4212 (allowed 4290)
Reporting on the impact of reward approaches, through understanding the importance of different components of reward and developing insight from benchmarked data to improve Eco-Insulate UK’s overall culture and performance.


AC 1.1 Principles of Reward (390 words) + 30 words

The principles of reward are fundamental to organisational culture and performance management.  For Eco-Insulate UK to steer towards positive change, the importance of reward recognition should be acknowledged. The principles of reward management are to drive performance and are integral to building a culture that promotes engaged employees. Implementing fair, legal reward systems are imperative to achieve strategic objectives and create positive change for Eco-Insulate (Taylor and Woodhams, 2022).

Key principles for Eco-Insulate to consider are listed below (Cottons, 2022a):
· Design pay structures and progression arrangements to reward and recognise employee values, behaviours and performances.
· Position salaries against a basic pay grade to encourage employee performance.
· Ensure the organisation’s pay policy is competitive to recruit and retain.
· Reward decisions should be fair and continually reviewed to check implementation is unbiased.
· Ensuring both ‘vertical and horizontal’ integration of reward approaches align with wider HR policies.

According to Taylor and Woodhams (2022) the key principle of reward management is to ensure that organisations reward employees for their contribution in an approach which is fair, consistent and transparent. Reward systems need to be unbiased and provide equality because employees are more likely to feel valued and motivated when the rewards are attributed fairly through objective criteria (Cottons, 2022a). As pay is an emotive issue, reward systems that use monetary value can be detrimental to an organisation and break the ‘psychological contract’ between employer and employee (Taylor and Woodhams, 2022). Eco-Insulate need to ensure that unethical behaviour should not be rewarded, and clear and effective communication following current legislation is essential to maintain employee engagement and commitment (Taylor and Woodhams, 2022).  
People professionals should align intrinsic and extrinsic reward approaches with Eco-Insulate objectives to meet targets.  This needs to be implemented effectively within the organisation by ensuring that the rewards are genuine desires from employees as they hold a higher value, and employees will work harder to gain the rewards (Cottons, 2022a).
Rewarding good work is essential for supporting the organisation’s behaviours and desired outcomes. If employees’ efforts are recognised and rewarded, the likelihood for employee engagement will be higher and performance will be enhanced. Engaged employees are more productive and more likely to stay within an organisation. By linking rewards to performance, an optimum level of productivity can be achieved fostering a culture of motivation (Taylor and Woodhams, 2022).

AC 1.2 Extrinsic and Intrinsic Rewards (412 words)

Sustaining organisational performance and improving employee contribution can be strategized through extrinsic and intrinsic reward approaches. Taylor and Woodhams (2022) suggest using a combination of ‘intrinsic and extrinsic’ rewards to motivate employees. The correct reward approach for Eco-Insulate would depend on the organisation’s context and culture. Reviewing internal values and behaviours would determine the best reward strategy to implement which will boost employee contribution and sustain effective performance (Taylor and Woodhams, 2022). Eco-Insulate’s current reward schemes are only offered to senior staff creating a negative culture which needs to be carefully reconsidered.
Through offering extrinsic rewards to the entire organisation covering salary increments, bonuses, promotions, and other benefits, such as, non-essential training and better working environments e.g. a more comfortable office, Eco-Insulate can support and encourage employee contribution sustaining organisational performance (Taylor and Woodhams, 2022). 
Monetary reward schemes support fundamental physiological human requirements to live, therefore are important to invest in.  When pay can cover the cost for food, shelter, water, and clothing, individuals meet the criteria to fulfil the first level of Maslow’s hierarchy of needs and begin to feel motivated to work harder to get to the next level (Bailey, 2024). The incentive for better pay can promote better performance, leading to the organisation’s objectives being achieved and profit increasing (Bailey, 2024). Eco-Insulate must have a pay structure where staff feel validated by, and this should be incorporated within a reward scheme initiative. A factor to consider however, are financial losses or labour market fluctuations affecting bonuses, as this can demotivate employees and lead to decreased performance, creating an unhappy culture (People Management, 2017). 
Intrinsic rewards are internal and not associated by monetary value. People Management (2017) highlight that the main motivator in reward schemes is no longer money due to a cultural shift in focus. The psychological rewards an employee feels enhance job satisfaction, a sense of personal achievement, professional growth, and accomplishment. This positive impact helps to achieve self-actualisation (Bailey, 2024). Employees who receive intrinsic rewards enjoy working for their organisation. This contributes to a healthy employer brand and underpins a happy culture with high morale diminishing any indication of a rotten apple and bad barrel ethos (CIPD, 2019). 
Harvard Business Review (2023) highlights that if an employee finds the role monotonous, irrelevant, or too difficult then intrinsic rewards will not work. In these situations, Eco-Insulate need to review how roles can spark mental energy and engage to successfully implement intrinsic reward approaches (HBR, 2023).

AC 2.1 Pay Structures (453 words)

Pay structures support the framework for wage progression. This helps to encourage behaviours and better performance in the workplace. The CIPD (2024a) define a pay structure as a collection of grades, levels and bands which link related jobs within a hierarchy. A pay structure is designed to align the reward strategy with the organisation’s objectives by encouraging the appropriate behaviours and performance. 
Pay structures have two key characteristics, the number of bands within a structure and the span of the band (CIPD, 2024a). Narrow-grading pay structures are frameworks where 10+ grades with jobs are slotted into each band. The progression is incremental aligning to the length of service. This progression structure is slow and causes ‘grade drift’ where jobs are ranked higher than they should be (CIPD, 2024a). 
Broad-banding is the opposite end of the spectrum where there are no limits to pay progression within a band which creates more flexibility for pay than narrow-graded structures. A downfall of this type of structure is the ethical pay concerns. Broad-grading pay structures sit between narrow grades and broadbands with approximately 6-9 grades. This framework helps to deter ‘grade drifting’ and has better room for career progression (CIPD, 2024a). 
	In contrast to the above pay structures are job families where similar functions are grouped together to facilitate high pay for sought-after workers.  Career family frameworks emphasise on career progression rather than the focus of the job families’ approach (Taylor and Woodhams, 2022). Eco-Insulate is a private owned organisation where the jobs differ between skilled and non-skilled workers. Utilising a structure that creates multiple job families would be advantageous as it enables tight control of salaries, making progression clear and attainable, assisting in relieving the current tension within the organisation (Paydata, 2019). 
Individual pay rates, spot rates and spot salaries have no formal structure for progression approach however there’s scope to move to a higher spot rate aligning with market rates and inflation. Individual pay ranges, job ranges and salary ranges are more sophisticated versions of the above as they include a formal scope for pay progression within a pay range (CIPD, 2024a).
A pay grading system should categorise jobs based on skillset and responsibility (Unison, no date). The NHS’ Agenda for Change (pay terms and conditions for staff excluding doctors), creates a fair system to climb the ladder legitimately (Unison, no date). 
Local pay structures determine pay based on the differences in the cost of living and local labour market demands. The NHS are an example of this as the pay differs between England and Wales. Pay spines are usually used in the public sector and are linked with length of service and advocate for fair pay progression incrementally (Taylor and Woodhams, 2022). 

AC 2.2 Contingent Rewards (404 words)

Contingent rewards are an approach that focuses on rewarding employees for their performance and accomplishments. This type of reward approach is centred on the idea that if employees meet organisational objectives and reach targets, they will be rewarded. Linking employee performance to reward strategies such as performance-related pay, competency-related pay, contribution-related pay, skill-based pay and service-related pay will have specific intended outcomes and influential impact (CIPD, 2023). 
Contingent rewards such as contribution-related pay are key for retaining employees and influencing positivity, which is ideal for improving Eco-Insulate’s current organisational culture and performance (CIPD, 2022). A CIPD (2017) report highlighted the significance employees have on an organisation’s success, therefore Eco-Insulate need to prioritise contingent rewards such as contribution-related pay to truly reap the benefits in influencing competency and upskilling by recognising outstanding performance. The impact of this type of contingent reward has on an individual supports the fulfilment of an employee’s basic human needs (TWOWP, no date). This motivates well-being, engagement and drives innovation (Li et al, 2022).
Contribution-related pay in a team approach helps to facilitate better team performance, promotes collaborative thinking and shares skills as it drives the team to work together and creates a harmonious and cohesive department (CIPD, 2022). Sharing knowledge is advantageous as it upskills employees innately (Indeed, 2024). A negative impact to consider is the risk to internal conflict and low self-esteem thus creating resentment and envy (CIPD, 2022). Festinger’s (1954) social comparison theory stresses the importance of creating competitiveness to enhance motivation, therefore Eco-Insulate need to manage competence-based pay accordingly to ensure there are no detrimental consequences (CIPD, 2022).
Performance-related pay can offer the staff at Eco-Insulate an opportunity to feel motivated and boost morale. This influences employees to work harder to achieve a higher reward, engaging in the company and sustaining long-term performance goals (CIPD, 2023).  PRP can embed a high-performance culture which has a positive effect on finances, supporting the organisation to have the means to offer competitive salaries, bonuses and benefits (CIPD, 2023). Fairness and equality should be a consideration in these schemes to ensure a balanced environment within the teams, as ‘Winner takes all’ strategies have been found to create dissatisfaction and demotivate staff risking backlash with regards to organisational performance (CIPD, 2023).
Using a contingent reward strategy such as PRP establishes better organisational performance and incentivises excellence, contributing to an organisation becoming the superior leader against competitors within the industry (CIPD, 2023).
 
AC 2.3 Benefits (470 words)

Implementing employee benefits offer an opportunity to attract and retain employees (Cottons, 2022a). Eco-Insulate can implement employee benefits to encourage productive behaviour, improve well-being and instil a sense of pride and accomplishment in an employee (Cottons, 2022a).
Employee benefits can be non-cash provisions within the reward package, for example paid holidays, pensions or company cars.  With the design of benefits developing from what was once a duty of care to now offering benefits to entice and retain employees, the reasons behind these incentives are predominately to attract and motivate staff to achieve organisational objectives and compete in the labour market (Cottons, 2022a). With well-being at the forefront of recent conversations, there is a moral obligation that employers are responsible for, which in turn enhances employee loyalty and commitment (Cottons, 2022a).
For Eco-Insulate to determine what benefits would best suit their employees, it would be wise to look at the current economy and issues in the UK.  With the NHS facing Doctor strikes and long A&E delays, a concern for UK workers today is healthcare (BBC, 2022). Eco-Insulate would gain from offering Healthcare benefits which would include, sick pay, private healthcare insurance, dental schemes, optician vouchers and gym memberships, as undeniably healthy workers are productive workers (Cottons, 2022a). The lead-time in private healthcare appointment referrals verses NHS are quicker equating to quicker ‘return to works’. Offering paid sick leave ensures when an employee is off sick, they can concentrate on recovery rather than worrying about monetary losses (Gov UK, 2021). 
With the UK government making changes that will affect up to 10 million pensioners, it is now a grave concern for UK workers to have pensions in place to ensure they can survive and live comfortably in the future (BBC, 2024). A good pension scheme is more than having contribution deducted from an employee’s salary. Eco-Insulate could benefit from also making extra contributions through the scheme and provide other benefits inclusive of this such as support for partners upon death, life insurance which pays a sum to the employee’s dependants if still employed upon death and a pension if early retirement must be taken due to ill-health (Citizens advice, no date). This can assist in ensuring longevity and loyalty to the organisation, fostering a positive work environment and reducing turnover (Linkedin, 2023).
	Employers are required by law to offer a minimum number of paid annual leave as well as statutory entitlements including maternity, paternity, adoption, parental and bereavement leave (Cottons, 2022a). However, employers can provide more annual leave days as an attractive benefit to current and future employees. With stress, anxiety and depression being the primary reason for absenteeism in the workplace, it’s imperative to offer staff extra days to ensure the well-being of staff and reduce absence rates. Rested employees are more engaged, productive and happier (Gov UK, 2021).

AC 2.4 Recognition Schemes (411 words)

According to Maslow, human instinct is to seek respect and feel valued by peers, which is why employee recognition is crucial in a work environment (Bailey, 2024). Recognition schemes form part of a positive organisational culture to reinforce behaviours, boost employee motivation and enhance workplace productivity by recognising and rewarding employees (Indeed, 2024b).  If an organisation recognises good work on a regular basis, the rewards an organisation will encounter from rewarding its staff will create long-term productivity. Recognition schemes instil a sense of purpose, fulfilment and focuses on creating a more value orientated business (CIPD, 2022). 
‘Employee of the month’ is a formal recognition scheme for managers to allocate an award to an individual whose performance has excelled within the month. The preferred reward can be subjective to the organisation, or a chosen desire of an employee, providing an additional incentive to the employee. Announcing the winner and listing their achievements is advantageous to advise what type of behaviour is rewarded and motivates others to act in the same way. It also constructively links Eco-Insulate organisational values to individual’s performance (Indeed, 2024b).
Rewarding a department by providing a catered meal for lunch provides the opportunity for social interaction and to build colleague relationships which is essential for Eco-insulate. A sense of comradery can be established, and teams can celebrate achievements together promoting a positive working environment (Indeed, 2024b). Post pandemic working arrangements regarding flexible and hybrid working can mean colleagues might not see each other in person reducing team-building opportunities and creating prosperous work relationships. Catered meals can influence and tempt employees to come into the office on the same day as face-to-face interaction is imperative to community and well-being of staff boosting trust and job satisfaction (Indeed, 2024c).
Recognising employees hard work by providing positive feedback is key in establishing good working relationships and loyalty. This informal recognition scheme encourages and gives employees a sense of pride, therefore improving workplace culture by creating a supportive work environment (Indeed, 2024b).  Engaging with staff with continuous feedback aids communication and can retain top talent, reduce staff turnover and keeps high performers working hard. It can also upskill mediocre workers as they want to achieve rewards and feel recognised for their hard work with 82% of employees proven to be happier when recognised at work (People Management, 2023). Regular feedback provides insight into departments for senior management to see opportunities and identify weaknesses in terms of employee performance (CIPD, 2022).


AC 3.1 Reward Environment (409 words)

The reward environment is systematically built around the influence it will have on a business. For Eco-Insulate to effectively introduce a reward approach which will enhance performance, internal and external factors need to be assessed. The CIPD (no date) highlight that reward is about designing strategies which align with an organisation’s context and cultural drivers, whilst simultaneously considering the impact of the current labour market environment. 
Taylor and Woodhams (2022) split the business context of reward management into 3 broad areas: the corporate context, international context, and national context.
Corporate context is the internal considerations that shape reward policies and practices (Taylor and Woodhams, 2022). To support Eco-Insulate’s objectives and goals, internal factors need to be acknowledged. The psychological contract between both the employee and employer is imperative to understand what motivates high performance, creates trust and makes employees feel valued, thus creating a positive environment. Capitalising on these incentives can create a bigger impact and strategically enhance productivity and performance as employees will be more motivated to reap the rewards (Linkedin, 2021). Eco-Insulate must comply with pay regulations and offer competitive salaries that reflect the value of the employees’ experience and skillset to ensure transparency and attract the best talent (Linkedin, 2021).
National context considers factors such as legislation relating to equal pay, the gender gap (Equality Act, 2010) and the Minimum Wage (1998). Eco-Insulate must comply with legislation for equal and fair pay to avoid legal repercussions. Ensuring there is no discrimination in the workplace is vital in shaping the reward environment. Structural changes in industry demand and skillset, ethnically diverse workforce and social and political trends also influence reward management approaches and need to be continuously reviewed to be applicable for Eco-Insulate’s workforce (Taylor and Woodhams, 2022).
International context assesses the economic outlook and global competition. Through comprehensive PESTLE frameworks, external factors encompassing the current labour market, salary benchmarking, current legislation, and economic and political fluctuations should be considered when designing a reward system approach (Linkedin, 2021). 
Eco-Insulate will need to offer competitive salaries and benefit packages to attract and retain talent when employment rates are high and there is a demand for skills, yet also ensure to not overspend on budgets. With cheaper labour available within the international context, Eco-Insulate must not take strategic advantage of this. It must be evident that the reward environment is perceived as fair and culturally appropriate to engage with employees legitimately (Taylor and Woodhams, 2022). 

AC 3.2 Benchmarking Data (399 words)

Taylor and Woodhams (2022) highlight the importance of assessing the impact of reward management to analyse if strategic decisions are having the desired outcome. Eco-Insulate can gather and analyse reward data through industry reports and statistics, performance benchmarking and internal benchmarking. By confirming the objectives of reward strategies, comparing competitor organisations against criteria such as performance, reward, and identifying areas of improvement, metrics can be set to determine the best reward strategies for Eco-Insulate (Linkedin, 2024).
As Eco-Insulate is a medium sized, privately owned company specialising in the manufacture of eco-friendly thermal insulation in the UK, it is imperative to note that this is a niche field, and the data collected must be applicable in order to benchmark accurately.
Industry reports and surveys from ONS, CIPD studies and Gov UK can provide comparative analysis where Eco-Insulate can benchmark their reward approaches. The intention is to identify if there are correlations between strategic reward practices, and employee performance and engagement. Reports from sources such as Gov UK (no date), use historical data and trends to identify and develop factual, unbiased insight, providing a valid and reliable source of information. Continued monitoring needs to be factored into this benchmarking approach therefore is time consuming and laborious, however it is a valuable tool in assisting in Eco-Insulate’s on-going improvement strategy (Linkedin, 2024).
Performance benchmarking involves gathering quantitative data through KPI’s of a specific metric. This method can measure sales, turnover rate, productivity and identify gaps. Performance benchmarking can compare these metrics to its competitors and provide a detailed and valid assessment to indicate potential threats and opportunities (Linkedin, 2024). Comparing performance metrics with competitors, can ensure Eco-Insulate meets industry standards and doesn’t fall behind (Taylor and Woodhams, 2022).
Collecting qualitative data for internal benchmarking purposes across departments has the advantages of easy implementation, accessible information and fast improvement outcomes (Linkedin, 2024). Within a reward context, by benchmarking elements of the reward environment, recommendations and decisions can be made. Through employee surveys, performance reviews and focus groups, the reliability and validity of reward strategies can be assessed. Data collection can identify anything from turnover rates within different departments to measuring performance across a team (Linkedin, 2024).  A drawback is that the small and limited data of information gathered may be biased compared to competitors and therefore not a true reflection in understanding Eco-Insulate’s position in the industry (Taylor and Woodhams, 2022).

AC 3.3 Job Evaluation (421 words)

Job evaluation according to ACAS (2014) is a complex process that involves risk.  It is an approach to determine the relative importance of different jobs.  The purpose is to clarify exactly what a role entails and be able to determine pay grades ensuring fair pay. It is also useful in comparing pay rates against the internal or external labour market (CIPD, 2024b). 
Formal job evaluation assesses occupations which can be analytical or non-analytical. These techniques are concerned with internal contingencies and determine job grades in an organisation. The focus is to benchmark jobs by grades and utilise points of reference with other comparative jobs (HRM Handbook, 2021). The CIPD (2024) states that there are two main types of job evaluation - analytical and non-analytical approaches. 
Analytical approaches offer a more detailed assessment and are most used by employers due to providing a defence if an equal pay claim arises (CIPD, 2024). Analytical job evaluation is a method of evaluating jobs by reviewing factors such as skill, effort, responsibility and working conditions and combining the separate assessment into a point scoring system for each job (ACAS, 2014). Points are awarded to determine which level the job scores by factor and can then be decided on the hierarchy based on number of points. This gives clarity on the job’s value, determines the differences and new jobs can be slotted into the hierarchy with ease. It is important to assess the levels of risk and seek expert knowledge of how to build a job evaluation scheme (ACAS, 2014).
Non-analytical approaches are less objective than analytical approaches, are simpler, quicker and less expensive. The methods used in this type of approach include job ranking; where jobs are ranked in order of importance, difficulty, or organisational value. Paired comparisons where each job is individually considered and job classification where grades are established and based on skills, competencies, experience, and responsibility (CIPD, 2024b).
Once the worth of each job has been established, a decision can be made about how much each job should be paid at (Waite et al., 2021). Job evaluation influence other HR processes such as organisation design, talent development, compensation and benefits and is fundamental to the success of operations (HRM Handbook, 2021). 
Informal approaches are seen as poorly planned models that price jobs based on assumptions by referencing current labour market rates without any evidence-based practice, which can lead to expensive errors (HRM Handbook, 2021). It would be wise for Eco-Insulate to follow an analytical job evaluation to avoid any legal disputes and provide a transparent, fair organisational change to implement successful job evaluation within the organisation (ACAS, 2014).

AC 3.4 Reward Practice (413 words)

The CIPD (2024c) advise that in all pay and reward policies, UK employers need to adhere to legal requirements. Certain legislative requirements will impact reward practices within an organisation, therefore Eco-Insulate must design and develop a reward system that is fair, competitive, and aligned with their business objectives without discrimination and unconscious bias. The CIPD (2024c) state that the most effective reward package is structured around UK legislation and the factors and considerations surrounding the law.
Under the Equality Act (2010) employers must avoid direct and indirect discrimination when designing reward schemes. This legislation can be used to influence recruitment schemes, promotions and the way in which rewards are allocated (Linkedin, no date). Eco-Insulate must ensure that as an organisation, it cannot favour one group of employees over another based on a protected characteristic. Diversity and inclusion are intrinsic to a happy workforce therefore objectivity and transparency are key in the employee experience.  Equality is an emotive issue and people thrive when they feel they are treated fairly, irrespective of gender, race, or minority. The impact of ensuring that the reward environment adheres to the Equality Act (2010) creates a diverse and inclusive culture elevating the employer brand and reputation (CIPD, 2024d).
 Taylor and Woodhams (2022) address the concerns regarding the gender pay gap which falls under the Equality Act (2010). Equal pay legislation ensures that women and men are paid the same with regards to ‘like for like’ work, work associated as the equivalent which can be rated by job evaluation and for work of equal value, which can be demonstrated through job evaluation scores (Taylor and Woodhams, 2022). Data analysis regarding the gender-based pay gap need to be regularly undertaken to ensure that this is consistently upheld. Another consideration of the gender pay gap is the significant pay rates between CEOs and entry-level employees where CEO’s are more likely to be men (Taylor and Woodhams, 2022).  Gender pay gap reporting can be analysed through job evaluation and Eco-Insulate must exercise their reward systems ensuring equal pay for work amongst employees. Ensuring that Eco-Insulate values men and women’s contribution to the organisation by rewarding them the same is imperative for a fair working environment and sets the standard on transparency treating everyone with dignity and respect where people want to work (CIPD, 2024d).
By complying with the CIPD’s Profession Map (no date, b) Eco-Insulate can work ethically and focus on principles-led, evidence-based, and become an outcome-driven organisation, avoiding potential legal claims.
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