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

The fundamental principle of reward in an organisational context is to recompense the workforce for the work they do, that complement contribute towards a business’ output or success.  This comprises financial benefits (CIPD, 2025), typically a salary for works or services rendered, not only this, but also includes tangible benefits such as annual leave, occupational sick pay. Salary payments are typically fixed, with an expectation that the salary will not be determined by the outcome of a performance. There is a minimum level of salary obligation that must be adhered to, as it’s rooted in legislation (National Minimum Wage Act 1998). An alternative to this could be a variable pay scheme, whereby incentives are placed upon performance, which can help motivate an organisation with poor performance. Ideally, the reward scheme should align with the values and objectives of the business to ensure consistency and to help drive performance that can be quantifiable, when managed effectively (Cotton, 2024). 
Reward even considers non-financial aspects that could be construed as reward benefits, such as, flexible working with an array of accessible leave options, which cannot be understated within the current climate, as more pursuing greater work life balances to accommodate their lifestyles in a post-COVID-19 world (Collinson, 2022). This could extend to hybrid working, with many in traditionally office-setting positions now seeking alternatives with the flexibility work from home. Rewards such as these do require a high degree of trust between employer an employee, with the perception that employees with the freedom to take differing leave options or working from home can still be entrusted to deliver an optimum performance.  
Perhaps the most important principle of reward overall is fairness; if employers treat their employees fairly, by rewarding them in an equitable way, then this can have a profound impact on the culture of an organisation. It translates that organisations care and value everyone operating within, equally. This is supplementary to transparency; when organisations are clear in how they recognise and reward, people tend to appreciate openness and respond positively with greater performance levels (Forbes, 2020).
Another principle is consistency (Taylor & Woodhams, 2022), and when rewards are appropriately provided in a regular transactive way, it can lead to the employee feeling a sense of familiarity as their performance directly leads to a reward. This can help create a bond of trust between the employee and become a more collaborative and stronger working relationship. Consistency of reward packages can be a key driver for an employee when their performance plateaus, knowing they must directly improve and contribute to attain a reward.
Transparency in rewards can help provide a sense of clarity for employees and how the reward system works, minimising perceived unfairness if employers are clear that positive performance will be rewarded fairly. This is vital as studies show that most employees are more inclined to perform greater when their efforts are better compensated (REBA, 2021). 
Good reward packages are foundational and greatly beneficial to organisational culture; the more gracious or enticing the benefit, the more competitive the organisation appears to prospective new employees in the market. 
Recognition for the current crop is also a positive important, as it shows that the organisation appreciates and values their effort in carrying out the roles, they employees play within the business. Enhancing the offerings could lead to more buy-in from existing employees at Eco-Insulate to help curb the loss of talent.
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2) Assess the contribution of extrinsic and intrinsic rewards to improving employee contribution and sustained organisational performance. (AC 1.2)

Extrinsic and intrinsic rewards Certain rewards motivate employees differently, some may truly value being rewarded in the traditional sense with financial incentives such as a bonus at the end of the month for delivering a high-performance output. This is known as an extrinsic reward and easily quantifiable as those seeking extrinsic rewards are driven to succeed with tangible incentives (Taylor and CIPD, 2022).
Those seeking extrinsic rewards can measured and are key to engage with if the goals are to boost performance in the short term. However, unlike employees valuing the intrinsic rewards, they may not have developed a psychological contract (Peters, 2024) and can be difficult to gain buy-in for the overarching objectives of the business, purely focusing on their own individual performance to gain financial awards. 
Whereas another may Intrinsic rewards are more internalised and self-driven by the colleagues themselves, appreciate purely doing a good job well, and their motivator lies within, and can occur when with their manager acknowledging acknowledges and appreciating appreciates their efforts in doing a job well done. This is an example of an intrinsic reward (Armstrong and Brown, 2024). 
People who are intrinsically motivated do not usually require as much motivation as those who are motivated by extrinsic rewards. It is important, however, to balance the reward strategy, if the organisation wishes to make a short-term gain by offering extrinsic rewards it could lead to a negative impact, as this then becomes the overriding factor for enhanced performance, replacing intrinsic sentiment (Lupton et al, 2015).
Another theory, in terms of intrinsic rewards leading to a greater positive impact than extrinsic rewards, found that when employees feel valued and empowered to lead, they appear more creative, and is more of a driver to deliver success than extrinsic rewards (Lin et al, 2022). 
Those seeking extrinsic rewards can measured and are key to engage with if the goals are to boost performance in the short term. However, unlike employees valuing the intrinsic rewards, they may not have developed a psychological contract (Peters, 2024) and can be difficult to gain buy-in for the overarching objectives of the business, purely focusing on their own individual performance to gain financial awards. 
People who are intrinsically motivated do not usually require as much motivation as those who are motivated by extrinsic rewards. It is important, however, to balance the reward strategy, if the organisation wishes to make a short-term gain by offering extrinsic rewards it could lead to a negative impact, as this then becomes the overriding factor for enhanced performance, replacing intrinsic sentiment (Lupton et al, 2015).
Another theory, in terms of intrinsic rewards leading to a greater positive impact than extrinsic rewards, found that when employees feel valued and empowered to lead, they appear more creative, and is more of a driver to deliver success than extrinsic rewards (Lin et al, 2022). 
It must be considered a positive to the overall organisational culture, if two different employees thrive off either one of these reward types, still leading to an effective output, the importance of both forms cannot be understated when considering how rewards are perceived regarding organisational performance. 
Ultimately, however, both reward motivators need to be accepted and driven by the person on the receiving end as they must balance their own self-motivating factors (Herzberg, 1959). 
This could help bridge a potential discontented feeling being felt between those who are not senior staff within the Eco-Insulate organisation, knowing there is no variance to terms or benefits.
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3) Explain the differences between types of grade and pay structures. (AC 2.1)
Remuneration to workers is dictated by the money available to a business and budget holders are responsible for not exceeding their budget, keeping the business viable. Many organisations ensure financial controls are setup, by categorising jobs and aligning them within a pay structure or differentiated by grading (Taylor and Woodhams 2022).
Pay structures can be broad or narrow, depending on the business type and functions it carries out, an example being a supermarket may only have a store manager, with much of the rest of the workforce made up of shop floor staff, this could be deemed as a narrow pay structure. Salaries can be stagnant in a narrow pay structure as there is little room to manoeuvre unless the job role functions are improved and recognised.
Contrast this with individual pay rates, where there is more fluidity and less restrictive measures placed upon role type and individuals can be rewarded based on merit rather than rank. However, there is less order should an organisation employee outside of a rigid pay structure but does allow for organisations to remain competitive as they can review the pay rate dependent on the market value. 
Pay structures set by grading are usually aligned by job type and tied to jobs of a similar nature, for example an Administration Assistant within the public sector could earn the equivalent in a different department as they carry out the same function. Pay structures of this type can be transparent within an organisation, which is transparent and allows people to know where they sit within a hierarchical structure. When job families are evident and linked to salary dictation, clear lines are drawn and can help recognise more sought-after workers being better rewarded (CIPD, 2024). To ensure this is done fairly, job roles can be ranked based on complexity and necessity to an organisation, with a view to introduce a pay structure (Sullivan, 2010).
It is important to acknowledge, that orderly pay structures, to ensure organisations operate within the mandatory requirements laid out by legislation, around equal pay (Equality Act, 2010), as grade structures are more transparent in nature. This transparency can hopefully lead to change in culture, as Eco-Insulates employees’ salaries are banded or graded in accordance with market rate and value within the operation. 
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4) Explain how contingent rewards can impact individual, team and organisational performance. (AC 2.2)
Contingent pay rewards such as commission bonuses for reaching sales targets can positively influence the performance of both the individual and the organisation. These incentives can help drive and foster a competitive nature within the organisation, that needs to be harnessed carefully, to avoid disrupting a potentially harmonious workforce, if over-stimulated by pay-performance related rewards. This extrinsic reward can help to motivate and create a high-performance culture and is the simplest tool to achieve a positive output from the workforce (CIPD, 2024). This is seen to be an equitable form of recompensing workers for their positive contributions. 
Contingent pay can take different forms, it could be a lump-sum payment to supplement the basic salary and fluctuates dependent on performance and contribution made by the individual. Another form of contingent reward to be considered is could be to be assessed against the service-related pay, whereby the individual is rewarded for increased length of service. The impact could be an incremental change to their terms and de-facto breeds a sense of loyalty within an organisation and help improve retention rates (CIPD, 2024). However, a negative to this scheme is that people will stay with this a key driver in their motivation, without a desire to improve on their own performance. 
Contingent rewards can significantly impact upon individuals when tasks are assigned to them and measured to show that they react more attentively when goals or targets are set around obtaining a reward (Liegel et al, 2024). 
Contingent rewards such as performance related pay incentives can stimulate team performance levels when a business is underperforming, commercially (Cotton, 2022). In Eco-Insulates predicament, it is abundantly clear that performance levels need to improve to drive forward a culture of positivity to improve morale. However, this could lead to a negative if solely tied to the company performance as some may feel disengaged if they feel they have contributed but others haven’t if measured as a collective. 
This could also impact the wider organisational performance, clearly showing a buy-in between employees and the objectives of Eco-Insulate, leading to less turnover and better retention as employees feel better compensated for increased effort. This can also attribute to change in perception of the organisation both internally and externally. 
Competency related pay rewards can be attributed for the individuals own input into their job performance. This can be measured using a competency framework, linked to their own objectives, or even tied to the values/performance of the organisation (CIPD, 2024). Although, this may be simply ethical in nature and not measurable to an effective level of performance. 
[bookmark: _Hlk193661917]Contingent rewards can significantly impact upon individuals when tasks are assigned to them and measured to show that they react more attentively when goals or targets are set around obtaining a reward (Liegel et al, 2024). 
Skill based pay rewards individuals for gaining more experience, enhancing their own knowledge improving their competency on a personal level. This can help to create a culture of continuous personal development being the core driver and can lead to a more versatile workforce. If this approach was to be adopted, Eco-Insulate could see a more refined improvement in the way the team produces and operates effectively. 
Performance related pay incentives, need to be properly carefully administered and overseen using a performance management system, that is ideally aligned to the organisations objectives to ensure that all forces are pulling in the same direction. There is presently no incentive beyond completing their obligations within the current work-time schedule at Eco-Insulate, this perhaps could allow for contingent rewards to be allocated to employees upon reaching optimum productivity to drive output. 
= 451 words

5) Explain the merits of different types of benefits offered by organisations. (AC 2.3)
It is crucial that organisations offer a range of benefits to its employees, beyond a competitive salary, many will seek assurances through their employer, as this can set the organisation apart from another, to attract the best talent and be competitive in a tight labour market (Boys, 2024). 
In lieu of increased salaries, companies Companies may seek to offer alternative extrinsic financial benefits such as share scheme options, as it’s tied to overall organisational performance. This type of option can help stimulate performance and may be more attractive for higher earning professionals to forgo a higher basic salary payment each month, with longer-termism in mind that their performance will be judged and rewarded handsomely at the end of a financial quarter/year, where they will receive dividends (Place, 2024). This emotive driver can add to the employees’ sense of ownership and loyalty towards the organisation as they are invested in its success. 
Organisations have had to step in where the social security benefits do not go far enough. A prime example of this could be a company pension scheme, with matched contributions. Although, this is now a legal requirement for all employers to offer (Pension Scheme Act 2021), the company pension scheme offering does differ between employer on how much contributions they will match or add to your own each month (Cotton, 2024). This element may be held in higher regard by one employee over another, as they may wish to retire at an earlier age, this could be a key driver to entice talent to be the employer of choice for them. 
Enhanced benefits such as full occupational sick pay, can provide security to employees, knowing that they won’t suffer a financial detrimental impact, if they absent due to sickness. This security can help foster a sense of loyalty, with a feeling that the employer does care about them. With this loyalty factor in mind, over a prolonged time, could improve retention rates, as employees are less likely to leave an organisation where they feel valued (MetLife, 2024). 
The same can be said for annual leave entitlements, with the statutory minimum being 5.6 weeks annual leave per annum, which is 28 working days and includes including bank holidays (GOV.UK, 2024). However, offering more than the statutory minimum, based on length of service at Eco-Insulate could lead to improved loyalty, making it more attractive for employees to stay. 
Another key benefit that was highlighted from the Reward Management Survey 2022 (Cotton, 2022), was that an overwhelming majority of employers were now offering more health and wellbeing, such as Employee Assistant Programmes in their benefits packages. This is a key indicator of employer now taking emotional health far more seriously, recognising that their own employees’ mental health matters. It can also help mitigate absence for emotional health, by supporting employees using a designated service that is provided by mental health professionals. 
Recently In recent times, work-life balances have been re-considered to be a higher priority for jobseekers, which can lead to a positive in terms of productivity as the output is maximised from an employee when they have possessing greater autonomy on how they fulfil their role. Studies have shown this to have an increased buy-in when it comes to engagement (Kalev et all, 2022), by having the availability to work flexibly when it comes to working around children and/or dependents. By making this available to all employees, it could help bridge a sentiment of us vs them, with only senior staff benefiting from this flexibility currently. 
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6) Explain the merits of different types of recognition schemes offered by organisations. (AC 2.4)
Recognition schemes have the ability to can motivate workers to go the extra mile, as they feel a sense of appreciation for their efforts. This can simply be doing their tasks effectively or delivering great customer service. The simplest form of recognition can be through formal means such as setting objectives in a more formal manner with the introduction of SMART goals with an expectation that if X is achieved then the recognition will follow. It could carry a gift card voucher being issued for hitting objectives with public recognition from peers. This recognition model is formalised with a list of objectives from the outset, allowing for the employee to have a greater understanding of what good looks like. 
It is important not to diminish the value of informal recognition practices, solely seeking formal recognition through a rigid process seeking to be recognition from peers from the outset, can create a competitive nature amongst employees, and may be seen as a negative, with the desired effect being the opposite (Cotton, 2022). However, informal approaches appear to be more ad-hoc and more surprising to the recipient which this has shown to have a deeper impact and greatly affect the employees’ output and overall performance. By showing recognition in this form, it can lead to enhanced confidence and have a desired positive effect by conveying informal recognition by way of a simple thank you from your line manager. 
Recognition practices should resemble the organisation and linked to the overarching values and/or objectives to supplement the culture (Altrum, 2024). Formal recognition practices can provide clarity and appear transparent, portraying the organisation to value its values when they are displayed. Alternatively, informal recognition can allow for more autonomy in how the employee achieves their goals, showing that when appreciated the senior leader showing the recognition values the minor detail and can appear to be personal. 
Either approach can have a significant impact on general happiness and even retention rates as happy workforce is less likely to move on and is therefore greatly beneficial to Eco-Insulate to implement as there is currently no recognition programme in place and the culture is negative. However, it must be said that not all personalities would be suited to either approach or it must be managed delicately. As some won’t like being highlighted, others may thrive if they are more extroverted. It is prudent of the people professional that the recognition schemes are equitable, but also fair, as the non-formal recognition can sometimes be difficult to measure (CIPD, 2022).
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7) Assess the business context of the reward environment. (AC 3.1)
The reward environment of a business is dictated by internal and external factors, which influence the reward that is attached to an organisation. Put simply, internal factors such as collective bargaining can be highly impactful on the reward environment and occurs when workers are able to successfully negotiate better terms and conditions (CIPD, 2023). It can stretch wider and can influence competitors to improve their reward offerings beyond the one organisation and become an industry standard requirement.  
However, there is a belief that there There are a variety of internal factors that shapes employees’ sense of being valued, not only what they receive in a pay cheque but done on a softer scale building upon a deeper-rooted psychological contract (CIPD, 2024). If done successfully, by recognising ones’ contributions, can lead to an enhanced feeling of appreciation, with a perceived fairness (Adams, 1963) at the forefront of the mind, this can have create a significantly strong bond attached between employee and employer, that may overlook improved reward benefits elsewhere.
Externally, the influences on one organisation’s reward structure are vast; they can be driven by competition or market forces, regulatory legislative changes that are mandatory to follow, raising a minimum standard required of an employer to provide its employees. These drivers for change can shape the reward environment of an organisation and it but must be cautious in how it applies these changes. As there There has been significant movement in the skilled labour market since COVID-19, leading to many to move on driving up salaries as employer struggle to compete and attract talent (CIPD, 2022). 
External factors need to be measured against, and impact on reward offerings that are dictated by external factors can be measured using a PESTLE analysis (CIPD, 2025). This can be used to identify threats on the industry in which Eco-Insulate operates with pressures and whether there is any scope to improve benefit offerings to retain talent considering these pressures and whether any opportunities exist to gain an advantage commercially. It is vital that once the research plan is gathered, assessed and analysed, and risks highlighted, a business decision is made to address any potential issue. Then, once action is taken, it would be wise to carry out a follow-up on how the external business pressures are mitigated against and whether the rewards are competitive and meet a statutory minimum level to avoid regulatory sanction.  
Areas of significance include the current economic climate, and the increased energy costs as a result of the Russia-Ukraine conflict. It has been reported that 81% of UK businesses would raise prices with rising costs of energy (PWC, 2024). If prices are passed on to consumers to cover these essential costs, then, it leaves little to provide for greater rewards. Another major factor is political, with trade tariffs being topical under the Trump administration, imposed tariffs on materials, dependent where they are sourced could lead to increased costs to the business. Another pending change from a legal perspective are the increased Minimum Wage rates/National Insurance rises for employers from April. It has been predicted that medium-sized businesses will be affected greatly, Eco-Insulate operates as an SME. 60% of the difference in National Insurance contributions will be passed on to its workers, leading to stagnated wages (Grundy, 2024).  
Ultimately, the business must accept and adapt to change to survive, whereas it does retain an element of control over its people within, if retention trends to not improve there will be no one to carry out the core functions of the organisation, as “People are what matter most in business” (Kasanoff, 2014).
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8) Evaluate the most appropriate ways in which benchmarking data can be gathered and measured to develop insight. (AC 3.2)
Benchmarking data is gathered in the process of reviewing a specific element of the organisation and how it compares to another. It may be how much a sector equivalent values salary, or performance, to do this effectively, the data must be accurate, and organisations must be prepared to follow through with improvements based on their findings to successfully undertake benchmarking analysis. Benchmarking salaries can be greatly beneficial as it provides insight into how other operating within the market are rewarding people in similar job roles (Farrand, 2023). 
The method to follow consists of evidence-based management, which is a theme of people professionals’ activities. First, the subject of comparison must be identified, then a target in which to benchmark against must be listed. Then, the data is to be gathered and used as source. The evidence must be valid, it must also be collated free from bias, remaining objective to task. It can be qualitative or quantitative research, providing more room for detail where required, if the thing in which is being measured against. The comparisons drawn and compared the original subject must be similar or as close to like for like as possible
Benchmarking data can be gathered internally to begin; It is within the gift of Eco-Insulate to survey leavers as poor retention is an indication of underlying issue/s, however, the leavers responses must be evaluated carefully, and not to be measured on emotion, surveys allow for this as opposed to exit interviews as people who leave tend to be negative (Spain and Groysberg, 2016). This can then be used as a base sample, to measure its standing amongst other companies in the industry, when paired with qualitative data such as financial information, in terms of salary/rewards. This data is highly reliable, as Eco-Insulate possesses the financial information from its payroll department.
The overall retention rate can be compared with by industry or another direct competitor, which provides a clear bar for how well retention rates are for Eco-Insulate within the manufacturing industry (Cockett, 2024). It is heavily dependent on how often attrition rates are disclosed, whether they be quarterly, or annually. If the latter, it may not offer an indication of poor retention immediately which may require a longer-term approach to improvements. 
The data can be relied upon when looking at management surveys around reward. A recent survey suggested that most manufacturing-based businesses are to invest in training end development in a bid to retain employees (CIPD, 2022). This can provide a key insight into industry trends for Eco-Insulate to better prepare for the future. However, the management survey offers a broad picture, and it would be prudent not to apply Eco-Insulate’s position and compare directly with each outcome of the survey, as each organisation operates within a unique set of circumstances. 
Then comes the analytical approach, scrutinising the findings and how they stack up. If comparative, the findings could be implemented with an evaluation on the effectiveness of any changes brought from the benchmarking process.  
In relation the scenario above, benchmarking could naturally follow a job evaluation process to have a greater overview of others’ structure and how they compare to the roles within Eco-Insulate. Or it could be used to purely measure the turnover and retention rate of the organisation versus another competitor within the industry (CIPD, 2024).
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9) Explain approaches to job evaluation. (AC 3.3)
Job evaluation is an important process undertaken when determining a role within an organisation and ranking it as part of structure. The objective is to simplify a pay structure and truly evaluate a role’s standing within and how it compares with jobs of a similar nature in a similar industry. This in turn will allow for a more transparent structure to exist (Taylor & Woodhams, 2022).
There are slightly differing approaches seeking similar outcomes, it is advised that caution must be applied, as it can be very costly to place a great deal of sensitivity when conducting this process, to avoid internal conflict (ACAS, 2014). And it ought to be conducted with fairness an overarching focus to avoid falling foul of any inequality that could follow if perceived that for example, men were carrying out a role in a male dominated industry and they were to be rewarded far greater than a woman carrying out a role of an equivalent nature, this could lead to a breach of Equal Pay Law (Equality Act, 2010). 
This is usually carried out in analytical and non-analytical forms, with a more common approach being market pricing, a typically analytical approach (Cotton, 2024). This is done through gathering data on current pay rates within a job locale and finding equivalent jobs and comparing their salary or pay offering with roles within the current structure. It is an important starting point in conducting a market pay analysis to verify what others are paying in the market using national surveying data available using provider surveys with data regarding pay rates (UK National Statistics, 2024). The roles are then compared and assessed accordingly to avoid overpaying for labour and underpaying if failing to attract, as this may have a direct affect effect on recruitment of new talent. 
Another form of job evaluation is through informal means, this can be non-analytical and done by ranking based on how challenging the role is to undertake or to fill. This is a simplified in ranking the roles within an organisational structure on a points-based system. 
In Eco-Insulates case, being skilled/unskilled, desired roles which are difficult to fill may be a clear differentiator, but it would require thorough research into the roles and how they fare in the market to implement an effective job evaluation. 
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10) Explain the legislative requirements that impact reward practice. (AC 3.4) 
Reward practices are underpinned by legislative controls to prevent employers from de-valuing or taking advantage of vulnerable people in the workplace. The minimum required reward for labour, usually in financial form i.e. a fixed salary payment stems from the Minimum Wage Act (1998), which has since developed to consist of the National Living Wage (NMW Amendment Regs, 2016). This provides a statutory minimum of which persons of working age are expected to be paid, dependent on their age. 
The encompassing piece of law that unlawfully impedes employers from treating people within the workplace in a discriminatory manner, based on a range of defined protected characteristics such as: age/gender/race although this list is not exhaustive, is The Equality Act (2010). Should Eco-Insulate provide enhanced benefits, it would be ill advised to exclude anyone who falls under the prescribed definition of The Equality Act to avoid claims of discrimination (ACAS, 2024), as the repercussions could be detrimental to the person who is found to have acted discriminatory both financially and reputationally it could cause significant harm to the business. 
Closely linked to these key pieces of legislation are the obligations placed on employers such as gender pay gap reporting (Gender Pay Gap Information Regs, 2017). This is to ensure fairness of pay for jobs of a similar nature are the same to avoid underpaying women in the workplace. This obligation must be completed by medium-large sized businesses on an annual basis. Provided Eco-Insulate do not have a headcount over 250 employees, it would not be required to report on these statistics. 
The employment Employment Rights Act (1996), requires employers to itemise the pay of its employees by way of a statement or ‘payslip’, showing taxable deductions and confirmed hours if on a variable pay schedule (ACAS, 2024). This can be challenging if a company operates with employees on different terms, leading up to pay-day. 
There has been an increased spotlight on executives’ pay and many large organisations are required to publish how much their executives are paid on an annual basis (CIPD, 2024). This can be inflammatory as it can highlight an imbalance between people and how they are rewarded within an organisation. It could have a deeper effect on the culture if the values promoted by the organisation are ones of fairness. 
If Eco-Insulate does proceed to review its reward structure or benefits, it must not preclude paying the statutory minimum levels of payment and it must pay all its employees an equitable rate, to avoid discriminatory practices. 
= 412 words
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