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

Organisational reward refers to the forms of compensation and recognition given to employees which are vital to attracting, retaining, and engaging staff. There are different types of rewards, a well-designed reward system can have significant impact in fostering a positive culture within an organisation and driving improvements in performance. The total reward approach provides a comprehensive, holistic framework that encompasses intrinsic and extrinsic rewards (Marin, 2021). A holistic approach ensures that employees feel valued which is critical in maintaining motivation and engagement in their role, which appears to be lacking in Eco-Insulate (CIPD, 2024). 
Competitive rewards are essential to attracting top talent in a competitive job landscape, as applicants consider the rewards and compare to competitors (CIPD, 2024). Comprehensive rewards packages also support retention and reduce turnover, with employees feeling valued and appreciated when their effort and work is recognised and rewarded (CIPD, 2022). Improving turnover and retention impacts organisational culture as it enhances team cohesion and morale by creating stability (Mengjiao, Arshad and Yating, 2023). This leads to enhanced job satisfaction, commitment, and motivation to perform (Roos, Reale and Banning, 2021). 
The importance of rewards to organisational culture are significant, ensuring a fair and transparent reward system promotes a culture of trust and transparency. However, inconsistent, or inequitable rewards can lead to a poor culture and impact employee engagement and performance negatively. Eco-Insulate offer special pension schemes for senior staff, which is likely to be contributing to the poor culture and high attrition. Where employees perceive unequal distribution of rewards, resentment can increase, and evidence suggests employees who feel undervalued are less committed to their work (Harvard Business Review, 2017). 
Inequitable rewards, or the perception of it, can harm team cohesion and create a poor work environment culture, employees are less likely to engage or work collaboratively which can result in poorer performances towards organisational objectives (Robinson and Rousseau, 1994). It can lead to reduced motivation and increased turnover which can result in a negative organisational culture where trust and collaboration is eroded, where counterproductive behaviours are more likely, which can harm performance towards organisational goals (CIPD,2022). The CIPD (2022:11) also note that team rewards can be more beneficial than individual rewards, which can harbour resentment from others in the team which harms collaborative practice and stunts performance
A holistic total reward approach, balancing team, and individual rewards can positively boost organisational culture and performance. However, if the rewards are unfair or inequitable, it can have the opposite of the desired effect. The benefits of rewards on motivation, culture and performance are clear when managed well. 

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

Extrinsic and intrinsic rewards are crucial in enhancing employee contribution and sustaining organisational performance. Extrinsic rewards are external and tangible such as pay increases and benefits such as public recognition and praise for good work (CIPD,2022). Intrinsic rewards are internal, intangible, and part of the role for example job satisfaction, personal growth and development. Evidence demonstrates that whilst extrinsic motivators can drive short term performance, intrinsic motivation is more effective in improving long-term employee contribution and therefore sustained organisational performance (Singh, 2016). Herzberg Two-Factor theory (Hertzberg, 1959) provides a framework to understand employee motivation and its impact on behaviours and performance. 
In Herzberg theory, motivators are intrinsic factors. Intrinsic rewards contribute to increased job satisfaction, employees who find their work meaningful are more likely to be committed and motivated to strive for excellence (Rees and French, 2013). Employees who are engaged intrinsically are more likely to be creative and innovative as they are driven by their work challenges, an increase in creativity and innovation leads to improved organisational performance (Harvard Business Review, 2023). Employees who are immersed in a workforce with creativity and high job satisfaction experience less attrition around them and an increase in a culture of trust, respect and recognition. This impacts organisational goals by retaining talent, creating stability and alignment to the common organisational goals which supports overall performance (Heyman and Dweck, 1992). 
In Herzberg theory, extrinsic factors are known as hygiene factors. Extrinsic motivators arguably have an immediate impact (Armstrong, 2020) but these are often not sustained for a long period of time as they are superficial and external. Extrinsic motivators such as a financial bonus support employees to focus and work hard to achieve, which is effective for short-term measurable objectives. However, research suggests the link between pay and performance can harm longer term performance as employees lose focus of the value of the job and concentrate on the potential financial reward (Pink, 2009). Positive reinforcement through public praise, rewards such as employee of the month, can enhance employee morale and increase motivation (Harvard Business Review, 2021). This can help organisations to shape expected behaviours such as improving customer service or adhering to safety policies when aligned to the organisational objectives, which impacts overall performance. 
Herzberg (1959) suggested that both intrinsic and extrinsic motivators are required to enhance employee contribution and performance. Eco-Insulate, having no incentive scheme, could introduce different factors which could increase both intrinsic and extrinsic motivators. Intrinsic factors would increase the staff job satisfaction, creativity, productivity and reduced turnover, which is identified as a challenge for Eco-Insulate. Extrinsic factors can drive short-term performance and productivity and increase compliance in line with organisational objectives. Therefore, a holistic approach should be adopted by Eco-Insulate which incorporates both types, which fosters sustained performance (Herzberg et al., 1959). 

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

Grade and pay structures are systems used by organisations to identify employee compensation, which can be undertaken formally or informally. Grade structure refers to the levels within the job related to factors such as responsibilities, skill required or managerial responsibility which supports career development. Pay structure refers to how much employees receive in compensation for the work they complete, this can be salary, bonuses or incentives which supports financial wellbeing (Armstrong, 2020). Grade and pay structures can be merged, for example when grades have differing pay attached (Armstrong and Brown, 2001).
Narrow-graded structures, usually for large organisations such as public sector organisations, have several grades which have incremental pay steps attached (CIPD, 2024b). The increments can be related to performance or time served for example. This approach allows for distinctions of responsibility levels and provides a clear career progression route promoting equity and transparency in pay (Armstrong, 2020). Broad-graded structures are more commonly used in flat organisations such as financial or technology services, as they are less hierarchical and provide flexibility within the roles and responsibilities without a need to reevaluate roles regularly. Broad-graded structures compress the grades into a smaller number which can be managed with a flexible approach to support diversity and a fast-paced business need (Armstrong, 2020). 
The differences between narrow and broad-graded structures are the number of bands or grades within the structure, narrow structures have more grades which provides a steady and regular progression route in comparison to broad-graded which allows progression within the grades. Narrow structures allow for refined roles and responsibilities within jobs, while broad-graded structures offer more flexibility and can adapt to the changing needs of the organisation (DavidsonMorris, 2025).
Informal pay structures are less rigid and are used in dynamic organisations which are frequently subject to change. Examples of this are spot rates and individual job grades. Spot rates are a set pay for a specific job and is not part of the formal pay progression structure. Individual job grades are like spot rates but allow a range to provide opportunity to earn more based on performance or contribution (Armstrong and Brown, 2001). 
Eco-insulate, as a medium-sized private organisation, would benefit from adopting the broad-graded structure approach as it allows for flexibility in managing pay. This is particularly important for a medium-sized business who need to adapt quickly to changes in the business landscape (Armstrong, 2020). Medium-sized businesses like Eco-Insulate are less likely to have large HR resources and broad-graded structures require less administrative input as there are less grades to manage. 

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

Contingent rewards are related to performance or output, they can be applied to individuals, teams or whole organisations (Pierce and Cameron, 2002). Contingent rewards include performance-related pay, competency-related pay and tenure-related pay to name a few.  
Performance-related pay is remuneration based on performance which is usually measured against objective criteria such as KPIs (Key Performance Indicators). Performance-related pay can boost individual motivation and productivity by incentivising the employee to work hard to achieve the indicators and reap the financial benefit (Suff, Reilly and Cox, 2007). Performance-related pay can encourage collaborative and a collective effort to reach objectives by fostering a shared goal (Odden and Kelly, 2002), improving team performance. However, evidence demonstrates this can create unhealthy competition and conflict in some cases if not managed appropriately (Suff, Reilly and Cox, 2007), which adds risk to overall team performance. By aligning performance objectives with strategic organisational goals, it fosters a common goal and employees all work towards this supporting organisational performance (Hasnain, 2000). Performance-related pay can also enhance retention (CIPD, 2024c) through a meritocratic approach which improves retention and overarching organisational culture (The Work Foundation, N.D.). 
Competency-related pay rewards employees based on their application of skills and behaviours which work towards the organisational goals. This is not explicitly linked to performance outcomes, but an encouragement to develop and enhance skills and behaviours that are valued by the organisation (Neathey and Reilly, 2003). Armstrong (1999) argues that the word competency is casually linked to performance, drawing similarities between performance-based and competency-based rewards. Competency-based rewards encourage employees to develop and grow both personally and professionally, which enhances their motivation to gain new skills and utilise them in the workplace. Competency-related rewards encourage the behaviours the organisation wants to promote, for example if teamwork and collaboration is rewarded, employees are more likely to engage in this behaviour (CIPD, 2022). There is an evidential link between competency-development and job satisfaction which impacts individual performance positively (Hayatullah,Triatmanto and Sumarsono, 2021). This reward type also supports teamwork, collaboration and a shared goal fostering unity across teams which supports team performance (Reilly, 2003). By developing skills and behaviours that are essential to the organisation’s objectives, competency-based pay supports objective alignment and promotes a culture of continuous professional development which improves retention and organisational performance (Armstrong, 2020). 

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

There are several benefits organisations can offer their employees to support the overall remuneration, financial and non-financial, this can include sick pay, company cars and paid maternity or paternity leave as examples. 
An organisation like Eco-Insulate may consider sick pay as part of the benefits package for employees. Offering sick pay supports employees to have financial security whilst they are unwell, affording them time to focus on their health and wellbeing without fear of financial repercussion (CIPD, 2025). This increases overall job satisfaction across the workforce, which has positive implications on motivation and performance. For organisations, it reduces presenteeism which in turn protects the remaining workforce by preventing the spread of illnesses which can impact productivity on a larger scale (The Financial Times, 2025). By providing paid sick leave, employees can focus on getting back to full health and performing efficiently and effectively. For organisations offering sick pay enhances employee morale and loyalty as they feel valued and supported by the company which supports workforce culture, retention, and public perception (Lee et al., 2022).
Another organisational benefit is providing a company car, this can have several advantages for both employees and organisations like Eco-Insulate. For employees, there are significant cost savings associated with company cars such as the outlay, insurance and maintenance. Particularly if their role requires regular travelling like the roles within Eco-Insulate where some employees would be required to go to customers environments. This can support the financial wellbeing of employees leading to less stress and enhanced productivity and loyalty to the organisation (Tund, 2013). There are also tax implications for organisations like Eco-Insulate who support company cars, but benefit-in-kind regulations must be considered as part of this merit (Gov.uk, 2025). 
Taking regular breaks supports employee health and wellbeing and prevents burnout, enhanced annual leave entitlement allows employees to benefit from a better work-life balance. Studies demonstrate employees who take annual leave have improved job satisfaction, engagement and loyalty to the organisation (Harvard Business Review, 2023). This benefit also improves productivity, reduces absences, and enhances creativity, benefiting the organisation (The Conversation, 2022). Offering a generous annual leave benefit is also attractive for prospective employees and acts as a retention benefit to retain existing staff. This supports organisational culture and overall performance as retention and performance are closely linked (Khan, 2020). 

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

Recognition schemes offer an acknowledgement and reward process for employees, these are non-monetary and usually retrospective (CIPD, 2022). Evidence shows that recognition boosts morale and motivation and therefore performance (O’Flaherty, Sanders and Whillans, 2021). There are both formal and informal recognition schemes, formal schemes are structured and official awards, for example employee of the month or service awards. Informal recognitions are more spontaneous and personal, often soon after the event for example personal thanks, small tokens of appreciation such as a coffee voucher or public acknowledgement such as on company communication platforms. 
Eco-Insulate should consider methods such as public recognition through an employee of the month scheme which could boost morale and raise standards across the organisation. Employee-of-the-month carries many merits including its consistency and fairness that all employees are evaluated against the same measurable criteria, so everyone has an opportunity to gain the public recognition for their hard work when clear criteria is given (Armstrong, 2020). It gives clear rewards for outcomes which can enhance motivation and performance (Johnson and Dickinson, 2010). This method also can support retention as staff are recognised for their work. Another benefit to this recognition method is that it supports employees to understand the benchmark for excellence, and to work towards it. Employee-of-the-month schemes usually come with certificates which are low cost and quick to organised, some employers also choose to add a small voucher which Eco-Insulate can consider against their budget for reward and recognition. 
Eco-Insulate could also consider more informal methods such as verbal praise, which is immediate, genuine and cost-effective. Verbal praise supports recognition in the moment, its immediate nature is more effective than delayed praise, research by Conroy et. al (2009) demonstrates the positive effects of immediate, behaviour specific praise and its positive effects on motivation and performance. Furthermore, a study by Kerketta and Chauhan (2024) recognised the impact of verbal recognition resulted in higher reported job satisfaction and motivation as employees felt more valued and appreciated. They also noted that verbal praise contributes to a supportive and positive working environment, therefore improving culture and retention. For Eco-Insulate this option is also free and quick to do, saving time and money.  
Brun and Dugas (2008) highlight in their research that service awards can boost employee morale and motivation as their sustained contributions are recognised and rewarded. This in turn leads to higher job satisfaction, productivity and staff retention. Eco-Insulate should consider using service awards as they enhance morale, support a positive workplace culture and foster a sense of belonging and commitment among staff. Staff will feel appreciated for their commitment to the organisation and feel a sense of pride in their work. Service awards also can be low cost, with some organisations offering flowers, a badge or other small token to mark the occasion. 


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

For Eco-Insulate, consideration of what motivates their employees is key to enable a greater understanding of what rewards would be most effective and have the greatest impact. Eco-Insulate are aware that the overall culture and performance in the organisation is negative and that attrition is high. It is in Eco-Insulates best interests to implement a robust reward strategy to this environment, to improve motivation, job satisfaction, loyalty and overall performance. To do so, consideration of internal and external factors that could impact the organisations reward environment is crucial. Two strategies to identify internal and external factors are SWOT and PESTLE analysis.  
Internal factors include the organisations financial performance. Organisations who are performing strongly will have more resources to allocate towards rewards and recognition, subsequently organisations who are facing financial difficulties will likely need to cut back (CIPD, 2022) or opt for low to no cost rewards and recognition until momentum is gained and tangible business growth is experienced.  
Another internal factor is strategic alignment to business goals, for Eco-Insulate they are an environmentally conscious business which promotes eco-friendly insulation solutions. Therefore, rewards should be aligned as such, with the impact of the environment considered, and a promotion of sustainability in its rewards (Beck-Krala and Klimkiewicz, 2020).  Eco-Insulate could consider incentives such as cycle-to-work schemes, public transport annual passes, or reusable water bottles, or gift cards to other sustainable organisations. This approach could limit the breadth of reward; however it is important to consider the consistent cultural value of the organisation and align with its values which could further motivate employees to be committed to their line of work. 
External factors impacting the reward environment for Eco-Insulate include legal and regulatory requirements. Eco-Insulate must adhere to regulations around National Minimum Wage (NMW) laws, with increases in NMW impacting the overall financial wellbeing of the business (Cockett, 2024). NMW increases occur to address cost of living challenges and reduce poverty in society. With Eco-Insulate being a medium-sized business, a raise in minimum wage increases the overall expenses for the business which can strain financial resources (Riley and Rosazza Bondibene, 2015). This can challenge allocated funds for rewards and recognition strategies as Eco-Insulate may need to consider budget reallocations if the minimum wage increases were not anticipated or forecasted into financial planning. An increase in NMW also leads to wage compression, where there is less of gap between the high and low earners in the company, organisations often review all salaries after a minimum wage increase which can further stretch financial resource to prevent low morale and attrition amongst the remaining workforce.  


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

Benchmarking data regarding rewards can be measured through several methods which give insight into an organisation and the impact of the reward. 
Collecting internal data, such as payroll information, is a common approach to benchmarking data. Collation of salary information at the different grades within the organisation, can provide valuable insight and provide information from which to make evidence-based decision to adapt approaches to meet the needs of the workforce. Particularly when compared against other comparable businesses (Gruhle, 2015). For example, Eco-Insulate as a medium sized business could compare their employee salaries to another local company in the same industry of a similar size. This would support Eco-Insulate to work towards becoming competitive and generous in its reward practices and become an employer of choice by offering similar or enhanced financial compensation and benefits. Payroll data is accurate and reflects the salaries of all staff, but it must be comprehensive and include any bonuses to support robust benchmarking. Payroll data is reliable as real-time reporting occur to HMRC and other professional bodies (HMRC, 2016). By comparing payroll data to other similar organisations, this is highly applicable as it allows for direct comparison. But it is important to find industry specific, similar sized organisations to reflect the similar market conditions imposed on the organisations.  
Eco-Insulate also has an opportunity to gain reward management information from sources such as the CIPD reward management survey (2022b). Reports which look holistically at averages across the UK can provide Eco-Insulate with insight into the types of benefits employers offer their staff and the employee perspective on the differing benefits packages. This information can be used to assess the impact of different benefits strategies to employees and employers, allowing for cost/benefit analysis of different reward methods. The CIPD commissioned YouGov, who are experts in market research, with questions designed by professionals in the field of human resource and reward management to understand the various segments of rewards, providing a valid tool for benchmarking. The CIPD conduct these surveys annually, gathering large amounts of data across different sectors which support reliability. The reward management surveys from the CIPD provide detailed insight across a range of industries which can be sliced to provide sector-specific information which make it very applicable to benchmark across an industry. However, there is risk of some contextual differences across organisations within the same industry which can reduce the applicability to some degree. 
Finally, Eco-Insulate could also consider case-law when gaining insights into rewards. Case law can support organisations to consider rewards such as pay differences and understand how this could be breaching legislation such as the Equality Act (2010). By using case law, Eco-Insulate could benchmark their rewards to avoid lengthy and costly legal disputes relating to pay equity for example (Bromley v. H&J Quick Ltd, 1988). Utilising case law provides legal precedent and judicial review, making this method reliable. Case law mostly reflect industry standards and practices, which can raise applicability when considering case law for benchmarking purposes. Case law is also valid as it provides legally recognised standards to organisations. 

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

Job evaluation is a process used by organisations to understand the value of different roles within the company, it is a critical process for equity in reward structures to implement appropriate rewards for contributions. Job evaluation supports a hierarchy structure of roles that reflects the responsibility and skill required (Milkovich, Newman and Gerhart, 2017). There are a several approaches to job evaluation which can be filtered to formal and informal methods. Formal methods are mostly standardised, systematic and objective measures. Informal methods are more subjective and can occur simply through conversation (Armstrong, 2020). 
Within formal approaches, there are analytical and non-analytical methods. Analytical methods include point-factor rating, where jobs are sectioned into different factors for example working conditions and responsibilities (Armstrong, 2020). Each factor is then scored to determine the roles value, when combined holistically it provides an overall rating of the role to determine what the compensation should be. This is an approach which objectifies roles in an equitable way, with little to no subjective opinion (ACAS, 2014). This method is particularly important when reflecting on equal pay and employer legal requirements, as it can be used as evidence in equal pay defence cases. 
Non-analytical methods rank jobs based on their perceived worth and do not break down the role into specific factors (Armstrong, 2020). This is a simplistic, subjective approach, which carries risks. There are risks of inequity, unfairness in compensation and inconsistency in approach which creates a risk of potential legal action due to the lack of rigor. The lack of detailed analysis can lead to oversimplified and under-compensated roles within organisations due to perception. There is a high risk of subjectivity which can result in inequity and inconsistency in approach. Non-analytical approaches can lead to a demotivated workforce with a perception of unfairness including ambiguous selection processes for recruitment or promotion (Rolson, 2020). With Eco-Insulate, senior staff receive different benefits which could be contributing towards poor culture and staff morale. By adopting a formal, analytical approach, this provides a robust and objective process to measure the roles against standardised measures to validate the compensation offered. Case law examples such as Bromley v. H & J Quick Ltd (1988) demonstrate the potential cost of subjective job evaluation. 

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

Legislative requirements are critical in shaping reward practices in organisations, supporting an equitable and fair approach. Two key legislative requirements that impact rewards that Eco-Insulate should consider are the National Minimum Wage (NMW) and the Equality Act (2010). 
The NMW legislation ensures that employers pay their employees a minimum hourly rate (Gov.uk, 2024). This piece of legislation has an impact on rewards such as salary sacrifice. The legislation dictates that the employee must be paid the minimum of NMW, after salary sacrifice. The NMW rate is changing from 1st April 2025 and can be seen below. Eco-Insulate, if introducing a salary sacrifice benefit, need to ensure no employees fall below this rate after the deductions are considered. 
[image: ]  (Gov.uk, 2025b). 
Failure to comply could mean organisations may face financial penalties and legal action (ACAS, 2025). This legislation impacts lower paid workers ability to access benefits such as salary sacrifice, or other benefits which exchange salary for non-financial benefits. Legally, the employer is not permitted to allow employees final salary to be reduced to under the NMW (Gov.uk, 2021). As a result, some employees will not benefit from this type of reward scheme. This impacts employees as they may feel deflated and at a disadvantage compared to colleagues, as they are paid less and have less access to benefits. This impacts commitment to the role, loyalty to the organisation and overall performance (BDO, 2025). It would be prudent for Eco-Insulate to consider the proportion of their workforce on lower wages, and if they would be impacted by this legislation for salary sacrifice schemes if considering this as a benefit to offer. 
The Equality Act (2010) legislated that individuals should receive equal pay for equal work regardless of a range of protected characteristics. This impacts reward practice as it means organisations are required to regularly audit pay, and if there are differences in pay they must be justified and relate to factors such as performance, qualifications or experience. The Equality Act (2010) aims to remove discriminatory practice and protects individuals against a series of characteristics including gender, disability and ethnicity (Gov.uk, 2015). Eco-Insulate need to ensure their reward practices are free from bias and ensure that all employees receive fair pay and access to benefits. Eco-Insulate may need to consider their recruitment processes and performance review processes to ensure these practices are aligned with the equality principles. By ensuring compliance to this legislation, Eco-Insulate are more likely to have employees who feel respected, fairly treated and motivated to perform to the best of their ability. The impact of non-compliance can be costly and damage the organisation through a demotivated workforce, poor culture and poor reputation (Hoque and Noon, 2004). 
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