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1.1 	Explain the principles of reward and its importance to organisational culture and performance management.
CIPD (2024) states that principles of reward are important guidelines to support your organisation in the process of choosing an effective reward system. The purpose of the principles is to ensure a fair and consistent process that fit in with Eco-Insulates goals and values. Some examples of the principles would be fairness, all rewards offered to employees need to be fair and comparable. Employees should also receive clear information around the process for better understanding of rewards and the criteria to build trust. It’s also important to ensure that the rewards are supporting Eco-Insulates strategic objectives to ensure employees are kept motivated to help the organisation become successful. Rewards can also be financial or non-financial, this depends on your needs, rewards should be granted to individuals and team performance for an effective outcome and to encourage good performance. 
You stated that the company culture and performance is negative and in need of a change, having a reward system can keep employees engaged and motivated as well as feeling valued. This will increase their performance and productivity. Havin an effective rewards system can also help retention and attract new employees; it can promote good behaviours that align with the values and goals of the company and build a collaborative culture. Not only is it important to organisational culture but it’s important to performance management also. Rewards systems should include expectations for employees clearly as this is a part of performance management processes. Putting performance review in place is beneficial also to provide feedback to employees, this allows discussion around what areas are needed to improve and how they have progressed overall. This allows employees to set their own objectives and goals to reach to be able to improve and showing their effort and commitment. When employees know that they are rewarded for their good performance they are driven to succeed, the organization can expect a high-performance outcome to reach goals and tasks. You can also use this for personal development, employees often like to develop in their career. Rewards can be received when training is completed, which is beneficial for both employee and the organization. Not only will the employee gain knowledge and skills but the organization will gain a skilled worker who’s willing to grow (Morris, 2021).
1.2 Assess the contribution of extrinsic and intrinsic rewards to improving employee contribution and sustained organisational performance.
Extrinsic rewards are external incentives such as benefits, salary, bonuses, praise and promotions. The rewards are tangible rewards which employees gain through their contribution to the organisation and their hard work is recognised (Hajduck, 2017). 
CIPD (2022) States that research has shown that employee recognition (non-financial rewards) motivates employees and have a positive impact on performance. Research has also shown that employees have greater interest in their role and have a sense of enjoyment, attendance is improved which decreases employee turnover. Employees engage more and show loyalty and commitment to the organisation. Not only do they strive to perform to a high standard, but they do this also as a part of a team. Having incentive theory in place has a moderate effect, research has shown that this doubles the improvement of performance. Eco-insulate can improve productivity and efficiency by rewarding employees for their performance, you can also link this with your goals by aligning rewards with employee efforts, ensuring that workers are set objectives to work towards. 
Intrinsic rewards are internal that include factors such as giving an employee a sense of purpose and accomplishment, showing appreciation and receiving recognition. Intrinsic rewards are personal rather than receiving incentives, employees receive satisfaction from their work and a boost of motivation. Instinsic motivation allows employee to complete tasks through enjoyment and their interests not necessarily to achieve anything in return such as financial incentives (CIPD, 2022). 
CIPD (2022) states that personal rewards are acknowledging employees’ efforts which could be providing feedback, personal announcements, a mention in the company’s newsletter or presenting awards. This improves employee contribution as employees are rewarded with job satisfaction along with a deep sense of engagement. They can find their role meaningful which improves contribution and results in fulfilling all requirements to a high standard. They also become passionate about their role and find themselves being creative which also allows them to be innovative. Like extrinsic reward, employees are likely to stay committed and show loyalty, however this is more of a long-term commitment. This contributes to a sustained organisational performance as employees are impacted deeply rather than receiving financial incentive. It also builds a positive work culture. 

2.1 Explain the differences between types of grades and pay structures.
Narrow-graded structure – CIPD (2024) states that this usually has ten or more grades where jobs are placed into with similar value. This also allows employees to progress to the highest grade which can happen quite quickly on a bi-annual or annual basis. This is usually used in the public sector or a large workforce. Employees are given a clear path to pay progression where each employee know how to reach each grade, as the grades are narrow it can lead to pay benchmarking or grade drift. This means employees roles are rated higher than justified to be able to give better pay progression (Turning Point, 2020). 
Broad-graded structure – CIPD (2024) states that this has less grades than narrow-graded structures, they usually have six to nine where the salary band in the grade is wider. As mentioned above narrow-graded structure can lead to grade drift however broad-graded structure help with that issue due to better scope for pay progression. Having a wider band can also provide flexibility for reward, which is based on skills, performance and experience. It also means less regrading due to fewer grades. This structure is more suitable for organisations such as technology, health care or educational institutions as they benefit from flexibility which is easier to manage career progression (Turning Point, 2020). 
Individual pay rates – CIPD (2024) states that these are pay rates for each employee or job which are weekly, single hourly or annual pay rates. Also known as spot rates or spot salaries which is an easy structure to follow and manage around costs to employ a person and the value of the employee. It also helps to decide on the individuals pay based on their skills, performance and experience. However, this does not have a structure in place for pay progression which can lead to difficulty to keep employees engaged leaving promotion an only option for development. This is used in smaller organisations and for lower skilled jobs with the same rates published elsewhere. It is also used to attract specific people for a certain role where pay may need to be higher for senior positions (Morris, 2023).
Individual pay ranges – (CIPD, 2024) states that this is also known as individual job ranges or salary ranges. This differs from individual pay rates where salary is offered to employees within a pre-defined pay range or scale instead of a fixed salary. Salary range or pay range is attached to individual workers or each job rather than spot salary. This allows the employer to increase pay as a reward and can vary from each job. This provides a better framework for recruitment and decisions around costs which is favourable over individual pay rates, it also allows scope for pay progression whereas individual pay rates didn’t. It’s beneficial to keep employees engaged and to increase performance. This is used in majority of organisations and industries as it ensures fair compensation and is competitive where pay can be adjusted to stay ahead of market rates (Paydata, 2019). 

2.2 Explain how contingent rewards can impact individual, team and organisational performance.
Below I will explain different examples of contingent rewards and how it impacts individuals, teams and organisational performance.
Performance related pay – CIPD (2024) states that this is managing employees pay by assessing an individual’s performance and achievements. This can mean an increase in salary, bonuses or commission paid to an individual based on their work or performance as a team. This can motivate employees to complete targets and objectives to improve the organisation’s performance. By achieving the organisations goals employees are rewarded which creates a positive impact on individuals as they are recognised for their hard work and are satisfied in their job. Offering performance related pay will also retain talent and attract more talent to the organisation. Employees have something to work towards which results in the organisation achieving high performance employees who strive to work at a high standard. It is also important to ensure the PRP criteria is fair as this can result in employees feeling dissatisfied and poor engagement in teamwork. They might see PRP as a competition which they may want to focus on their own performance rather than working together as a team however it could also improve teamwork and improve collaboration.
Skill-based pay – This is a strategy to reward employees based on their specific skills, certification or competencies regardless of their job role. This is to encourage skill development and improvement of abilities which contribute to organisational success. This is beneficial for Eco-Insulate as skilled employees are needed for the company that you want to retain to create a highly skilled workforce. This has great impact on professional growth where employees can develop their skills and learn continuously to contribute to Eco-Insulate success. By rewarding employees based on skills this creates a flexible workforce that can open a variety of roles with diverse set of skills. This also improves organisation’s performance by retaining skilled employees and improves job satisfaction for individuals who feel valued for the skills they bring to the company. You as a company improve competitiveness against rivals by offering skill-based pay for a company who is evolving around technology and other factors. As an organisation you are creating a culture of improvement who continuously grow and value the importance of investing in employees to learn, being innovative for a high-performance workplace. Having a diverse set of skills from employees improve teamwork as they can problem-solve and share knowledgeable information to support each other. However, it can also have an impact on budget as training for new skills is costly and it’s also challenging to measure specific skills to make decisions on pay (HRMHandbook, 2021). 

2.3 Explain the merits of different types of benefits offered by organisations.
Below I will explain the merits of three different types of benefits that will help your organisation. 
1. Flexible working – This means that employees are given the opportunity to experience flexibility around the hours that they work, place of work and when. Flexible working can also mean job sharing, compressed hours, working from home or taking an opportunity to take career breaks. CIPD (2024) stated that 12% of employees resigned due to the lack of flexibility in a workplace. Flexible working options hold many benefits such as employees job satisfaction is improved at a high level. The CIPD health and wellbeing survey (2023) also stated that flexible working options have improved employee’s mental health and reduced stress and absences as this allows them to manage health conditions. It's also a benefit to the organisation as well as employees as it reduces turnover and increased productivity, it also saves on office space when working from home (CIPD 2024).
2. Healthcare – This means providing employees with benefits such as eye care vouchers, life assurance or death in service, occupational health visits, sick pay, fitness programmes, counselling sessions through the organisation. This encourages employees to live a healthy lifestyle and promotes health which can reduce healthcare costs. This also gives the organisation a positive reputation as they take care of all employees, and their wellbeing is a priority. Employees are made to feel supported and able to ask for help if needed. This can also reduce employee turnover and staff absences. Offering such benefits as above will not only retain staff but attract new recruits (CIPD, 2023). 
3. Paid leave – From my own experience working in the Police Force, all employees are entitled to paid time off such as: compassionate leave, dependants leave, hospitalisation of dependants, carers leave and discretionary leave. When employees have a family emergency or a family member have a serious illness or have passed away, they are entitled to paid time off to deal with these situations. Also, for parents who have young children that are unwell with no childcare, they are entitled to dependants leave. These are all reasons that are out of the employee’s control and receiving paid time off for one day or several days allows them to have a healthy work-life balance. It also makes employees feel valued, supported and appreciated which improves their job satisfaction. This will reduce employee turnover as more than third of organisations do not provide employees with other type of leave as CIPD (2022) stated. I note you mentioned that your employees receive 28 days annual leave, however as medium sized organisation, offering paid leave mentioned above is doable for your business.
 
2.4 Explain the merits of different types of recognition schemes offered by organisations. 
Day to day recognition – You stated that the workplace is feeling negative now, by implementing a day-to-day recognition scheme can increase employee’s engagement and morale. You can do this by setting up a staff meeting in the mornings to highlight employee’s achievements from the day before, whether this was done individually or as part of a group. You can also put a recognition board in place where everyone is able to see each other’s achievements which are either written by management or colleagues. It is also beneficial to send an all-user email that highlights achievements and including the employee’s names and the department they work in. There are many more ideas for daily recognition, and by doing this you’re creating a positive work environment where staff feel valued, supported and a sense of belonging.  It will also boost productivity and a decrease in employee turnover. Staff feel respected and build strong relationships amongst each other with improved behaviours (Vantagecircle, 2024). 
Formal recognition – This programme is to reward and acknowledge employees with structured initiatives. You can do this by putting forward an employee of the month, long-service and performance awards. You can also provide awards to those who have contributed to decision making which has resulted in positive change in the organisation based on their innovative ideas (Vantagecircle, 2024). Employees who receive formal recognition are most likely to feel good and improve their self-esteem. It will also motivate staff to deliver their best performance and continue to improve. Especially when there are rewards such as bonuses or promotion opportunities. This also builds a sense of pride, and they tend to be loyal to the organisation they represent which again reduces turnover (Gallup, 2024). 
Public recognition – This involves recognising employee’s achievements and contributions and sharing this publicly in the organisation. This can be done in staff meetings, organisations own newsletters, all-user email, social media post, shared on boards or presented in awards ceremony. Rewards doesn’t have to include cash rewards; these types of recognition can be low cost or free. It’s more meaningful and personal to the individual. Gallup (2024) stated that 28% of employees find receiving a recognition from managers is more meaningful. It highlights their career and creates a positive impression. Same as above, public recognition creates a sense of accomplishment and employees are valued for their hard work and commitment. I believe that implementing these types of Schemes into Eco-Insulate UK will change the negative work culture and retain skilled workers. 

3.1 Asses the business context of the reward environment 
It is important to understand the internal and external factors when assessing the business context of the reward environment which influences the organisation structures and reward systems. You can use the PESTEL and SWOT analysis to help identify the external and internal factors. 
External factors: It is law that organisations follow the minimum wage regulations and tax regulations, its important for employees as well as employers as this can result in legal issues if not followed correctly. This ensures fair compensation and prevents exploitation. This increases each year which means the organisation will need to pay their employees more to adhere with the legislation. This can have a positive impact on reward practices as the organisation ensure fair pay which can result in job satisfaction and feeling valued which also reduces retention. The Government has announced an increase in NMW from April 2025 which is the highest it’s been in UK’s history. This is to support employees living standards. It’s challenging for employers as the rate has risen over 20% in the last two years which impacts their cost base. The increase can impact the reward environment as this leads to a higher labour cost. It means that you will need to manage the costs to fit into the organisations budget and looking at areas such as employee rewards and making some adjustments to cut back (GOV.UK, 2024). 
Internal factors: From my own experience working in the police force, we are unable to offer performance related bonuses like other firms this is due to government funding. Because of this the force reward employees in other ways. The force ensures that employees view the reward system fair by considering employee satisfaction and a positive support system. Offering other rewards such as pension, access to councelling and other support the occupational health department offer. Rewards such as legal help, financial support and access to onsite gym supports the wellbeing of workers. This has a positive impact as it reduced high turnover, and employees feel valued and supported. As a Public Sector it’s important to attract and retain employees for their business needs and promote work-life balance along with supporting health and wellbeing (CIPD, 2018). To stay competitive there are websites such as vivup that can help with employee benefit schemes to create a better culture, they provide a platform where employees can access all their benefits in one place such as EAP, travel and leisure, Lifestyle savings and more. This promotes fairness in work and offering other rewards rather than performance bonus pay creates a positive culture and employees feeling valued. This will navigate the negative culture you mentioned Eco-Insulate is currently experiencing (Vivup, 2022). 
You mentioned that senior staff receive special schemes and are receiving different rewards to other employees. This has resulted in negative performance and that you would like to stimulate positive change. Other employees will view this as being unfair and may affect their performance however, some may find this a motivation to work towards a higher-grade position. CIPD (2022) states that staff surveys, focus groups are tools that can be used to gauge their views on whether they find the process on incentives & recognition are fair or what do they believe needs changing. This could impact the organisation around cost if you need to improve the reward schemes to match the senior staff or it may impact the senior staff if their reward schemes reduce to match lower grade employees. The only way employees can feel demotivated is through unfairness or exploitative reward policies. How you apply incentives as managers is important and asses the fairness when procedures and implemented. You can use methods such as pay gap analysis and equal pay audits to help review and assess incentives and recognition fairly. Another method to consider is the rating segmentation such as five, this can lead to better self-efficacy and better goal setting (CIPD, 2022). 

3.2 Evaluate the most appropriate ways in which benchmarking data can be gathered and measured to develop insight
You mentioned that Eco-Insulate need to look at offering reward incentives, as an organisation you will need to assess the impact of reward management to make sure that decisions are having a positive effect. Benchmarking is useful to use for you reward strategies or packages against your competitors. CIPD surveys are also available to help in this area for those in private or voluntary sectors. Analysing salary data can help identify and address broad trends when comparing against these benchmarks. You can also use other tools in addition to external benchmarks such as staff surveys to view any associations between employee engagement and reward management (Taylor and Woodhams, 2022). 
Benchmarking is also used for salaries which compares pay rates against competitors which employers must use this tool to find solutions and to view how pay is evolving. Salary benchmarking involves analysing salary with similar roles and to ensure your employees are paid with what the market says. You can stay competitive to retain talent and to ensure fairness and help with gender pay gap. If benchmarking is not accurate you risk employees being underpaid which can damage reputation or even overpaying. This can also lead to discrimination when benchmarking is done incorrectly due to unfair pay around genders (Ravio, 2024). 
There are two methods to use to ensure consistency and reliability which are manual salary benchmarking and automated salary benchmarking. Manual relies on salary surveys from providers such as Radford or WTW which collects and analyses data manually. ONS is another tool to use which has information on weekly earning of people in the UK and information on gender pay gap, they provide annual surveys. You also need to consider labour disputes and employees striking due to many factors such as pay or unfair treatment, ONS record all strike actions that takes place in the UK each month. This can help you eliminate any risk of strike action and monitor any strikes in the same sector (ONS, 2024). 

Organisations use benchmarking data for internal reasons such as comparing business processes or performance in the organisation. It can also be used externally to compare performance with other companies in different industries. Some employees put forward a case that they believe their salary should be higher, proving why they think this which can be taken to panel for discussion. 
You mentioned concerns around increased turnover, to help gain better understanding around staff turnover and tenure rates the APS provide figures which is the UK largest household survey provided by ONS. This provides figures on the number of employees who left to join another organisation which allow you to compare yourself to other similar organisations. Another benchmarking tool is tenure which shows the length of time someone has worked for an organisation which helps understand your workforce. Experiencing high turnover can result in the loss of talent and skills which can be very costly to the organisation. The importance of benchmarking turnover can help identify push and pull factors. Understanding whether the organisation offer development opportunities or factors such as organisational change (CIPD, 2024). 
You also mentioned offering reward incentives, benchmarking can also be used to compare yourself to other organisations to see what reward incentives they use and identify where you need to improve to ensure you stay competitive and increase employee satisfaction. This can help identify gaps, improve issues around retention, increase employee performance, reduce unnecessary costs and gain successful incentive strategies. KPIs is used to measure incentive programmes which include financial impact and reward redemption rates. You can implement positive practices and tailor rewards through benchmarking and something to continuously monitor and adjust if needed (Hure, 2024). 
Organisations need to use reliable sources to develop insight and information which can be found on The Office for National Statistics and CIPD Labour Market Outlook websites such as Indeed are not reliable to use for benchmarking purposes. 

3.3 Explain approaches to job evaluation.
Job evaluation gathers data internally an externally on roles within your organisation and similar roles in other sectors. This is to ensure fair/competitive pay and free from discrimination to reflect any changes to business requirements and jobs which need regular reviewing. JE is used to determine pay grades in pay structures.
Analytical schemes – formal approach – CIPD (2024) states that these can break down jobs into detail which include factor comparison and points rating approaches. The point factor method evaluates jobs on factors such as responsibilities and skills, every factor has a point value which is totalled to give the outcome of the job’s worth. This will result in objective analysis to compare jobs in detail. The factor comparison method compares jobs against benchmark jobs. Although this is also based on factors, there are no points involved but each factor will give the jobs worth. Acas (2014) states that the value of points can show differences between jobs and provides a clear value of the job.  However, it can be challenging to select factors and weigh them correctly. The scheme will help place the jobs into ranks for grading/pay structure. It’s also important to implement The Equality Act 2010 to ensure equal pay between males and females when evaluating jobs. 
Non-analytical schemes – CIPD (2024) states that these are not as objective as analytical schemes, it is a quicker method, easier and cost effective. There are methods used such as job ranking, paired comparisons and job classification. Job ranking is to rank the job based on their importance or the value of it to the organisation. Paired comparisons are to compare the job individually with another in a workplace. Job classification is where jobs are grouped into pre-determined grades which are based on skills, experiences and responsibilities. This is based on the comparison of the job rather than comparing based on factor by factor. This is a formal approach where evaluation ensures consistency and objectivity. 
Informal evaluation methods rely on market rates and are less structured. Approaches include market pricing which is job matching. It compares pay rates with similar jobs in other employers to set appropriate rates to retain and attract. It’s a basic analysis for comparing jobs using job description or titles through JE schemes. Carrying out an internal comparison are evaluating jobs based on their value to other jobs in the same organisation. Managers can also use their own judgement to determine a job value through their own experience which would be an informal approach to take which could be seen as bias with no consistency (CIPD, 2024).

3.4 Explain the legislative requirements that impact reward practice  
NMW – Acas (2024) states that an employer must pay the NMW by law for the hours an employee works. Employers must increase the rate to the governments guidelines as they usually change in April each year. An employee must receive the minimum wage for their pay reference period which could be weekly or monthly. This is calculated on the workers total pay before tax and NI are taken out. Payments such as bonuses or commission is counted towards the minimum wage. For example, if an employee receives a bonus payment, their weekly pay plus the bonus payment is the starting point to figure out if they’re receiving the minimum wage, this could mean that they are over the minimum wage when including the bonus. As an organisation you must consider what benefits you can offer to employees without impacting reward practice and that certain reward do not bring an employee below Minimum wage. Some organisations offer ‘cycle to work scheme’ which is only available to employees who pay tax on PAYE. NMW have rules in place that states employers can not make deductions to the employer’s salary that would bring them below the NMW, which means for employees who are on NMW cannot be granted this scheme. Offering this reward can be unfair to employees and create conflict between those on different grades within the organisation and demotivate workers (Armstrong, 2025). 
Equality Act 2010 – Acas (2024) states that this act is brought in to protect people from discrimination at work. This act is to ensure that everyone is treated fairly regardless of their disability, age, gender, race and religion or beliefs. When recruiting or promoting employees its important not to treat people less favourable based on certain characteristics. When it comes to rewarding employees, it must be done in a way where it’s distributed fairly and equally with no discrimination. Discrimination can happen around performance management or not promoting someone based on certain disability or race. It could also mean discrimination against pay which can significantly impact reward practices and cause conflict. An employee could feel unsatisfied in their job when they are not recognised or rewarded for their contribution to the organisation due to discrimination based on examples mentioned above. 
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