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Introduction
This report discusses the principles and components of reward and pay, contextual factors that may influence organisational, psychological, and cultural components, as well as insights to job evaluation and aspects of the job market. 

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

As defined by Cotton (2024a), reward typically refers to the financial benefits provided to an organisation’s workforce. Although, employees can also be rewarded for their efforts and commitment to the organisation in many other non-financial ways, otherwise known as ‘total reward’ (Cotton, 2024a). 	Comment by Alys Thomas (Hywel Dda UHB - People Culture Facilitator): Reward | Factsheets | CIPD 

Strategic reward focuses on the long-term planning of creating and implementing rewards packages by aligning policies with business objectives and employee values, whereas total reward encompasses the values and needs of employees (Cotton, 2024b). Strategic rewards may be considered as an extrinsic motivator as employees are prompted to complete jobs for a desired outcome such as pay, whereas total rewards may be considered as intrinsic motivators as they drive employees to complete tasks that bring satisfaction and enjoyment (Cotton, Gifford and Young, 2022). As described by Cotton (2024b), both interlink with each other, with total reward feeding into strategic reward like providing learning and development opportunities that respect flexibility in addition to “traditional aspects of pay and benefits, to better recruit, retain and engage those it needs to achieve its business objectives.” 	Comment by Alys Thomas: Strategic & Total Reward | Factsheets | CIPD 

Reward packages are significant to culture as they shape the environment by reinforcing and celebrating behaviours that an organisation deems important (Taylor and Woodhams, 2022, p. 69). In line with this, according to Morris (2023), employees feel appreciated when rewarded for exceptional efforts which links into that intrinsic motivator, therefore boosting productivity as well as morale and in turn fostering a culture of recognition. By consistently acknowledging and rewarding employees, Eco-Insulate UK could foster a positive working environment. Morris (2023) reiterates this point as an effective reward system contributes to a “thriving business culture and foster a compassionate environment and caring community.” 	Comment by Alys Thomas: Reward Management: Best Practice Guide | DavidsonMorris 

Furthermore, reward systems are also fundamental to effective performance management. According to Taylor and Woodhams (2022, p. 147) performance management processes play a significant role in boosting employee performance, and they also positively impact commitment and retention. Research (Taylor and Woodhams, 2022, p. 155) shows organisations like Eco-Insulate UK consider incentives as one of the components of their performance management practices are more productive; praise, bonuses, recognition and/or development opportunities “make it worth their while to achieve their targets.” Additionally, actively rewarding employees for their efforts when goals are met over yearly incentives promotes engagement and further builds on a high-performance culture (Jansen, 2022). 	Comment by Alys Thomas: The Importance Of Aligning Rewards To Performance Achievements In The New Normal (forbes.com) 

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

According to Hajduk (2017), “reward encompasses everything an employee derives from their work.” Extrinsic rewards are tangible that range from finances and benefits, whereas intrinsic rewards consider the psychological impact gained from meaningful work and job satisfaction (Hajduk, 2017). Both forms of reward, intrinsic and extrinsic, play significant roles in enhancing Eco-Insulate UK’s employees’ contribution and performance. 	Comment by Alys Thomas (Hywel Dda UHB - People Culture Facilitator): 33161 (peoplemanagement.co.uk) 

Extrinsic rewards including pay, bonuses, promotions, and other tangible incentives have been at the forefront of reward practices for years, but the current climate shows that “money is no longer a motivator” on its own, according to Hajduk (2017). Although, Armstrong (2019) highlights the importance of money as an extrinsic reward as it is directly connected to the fulfilment of many personal needs in line with Maslow’s Hierarchy. As it meets the basic need of all humans; survival and security, it is considered the first and foremost reward as it affects many aspects of an employees’ life, impacting their decisions when looking to change employers (Armstrong, 2019). If employees at Eco-Insulate UK receive fair pay and these types of incentives follow an equitable process, extrinsic rewards will consistently enhance employee contribution to the organisation which will sustain overall performance but if employees feel the processes of extrinsic rewards are unfair, they can massively demote the workforce (Hajduk, 2017).  

Intrinsic rewards such as growth, fulfilling work and sense of accomplishment influence the motivation of employees by fulfilling their internal desires for self-esteem and self-actualisation in line with Maslow’s Hierarchy of Needs (Mcleod, 2024). Armstrong (2019) indicates that meaningful and fulfilling work makes employees feel they are adding value and their efforts are worthwhile, which actively encourages their contribution to their work and therefore benefitting organisational performance. Moreover, feelings of internal success and achievement motivate employees to perform at a higher standard and feel rewarded when they do so; this internal motivation and being recognised for these drives employees to contribute more effectively (Armstrong, 2019). 	Comment by Alys Thomas (Hywel Dda UHB - People Culture Facilitator): Maslow's Hierarchy of Needs (simplypsychology.org) 

It is clear to see both forms of extrinsic and intrinsic rewards focus on different aspects of motivation. While extrinsic rewards drive motivation for specific targets, intrinsic enhances personal satisfaction and commitment to achieving good work. 

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

A grade structure comprises multiple grades or bands that categorize similar jobs into different levels (Taylor and Woodhams, 2022, p. 78). Grade structures are either typically operated as a single-grade structure, where all jobs are grouped into a single pay grade (Job, 2023), or a job ‘family’ where pay grades are grouped into categories based on the similar roles (Randstad, 2019). Pay structures, on the other hand, establishes the different levels of compensation within an organisation “by reference to their relative value to the organisation” which can be measured through job evaluation or market analysis (Taylor and Woodhams, 2022, p. 78).	Comment by Alys Thomas: What Is Pay Grade? Pay Grade Structures & Examples (talent500.co) 	Comment by Alys Thomas: Types of different pay structure. | Randstad UK 

Job families are examples of informal pay structures that groups jobs based on the similarity of their purpose within an organisation yet are performed at varying level of responsibilities (Morris, 2023). An example of this would be splitting corporate functions from one another, such as separating sales from human resources. In comparison to this, a more formal structure would be individual pay ranges. As stated by Morris (2023), unlike job families, these structures offer an individual a determined range instead of a fixed salary and differs between jobs, and therefore may offer a more tailored approach. This provides organisations with a structured framework for pay progression (Cotton, 2024b) 	Comment by Alys Thomas: Different Types of Pay Structures | DavidsonMorris 

Adequate and effective grade and pay structures will help to align Eco-Insulate UK’s reward strategy with their organisational mission and vision, as well as precision in managing salary promotions and development opportunities, and also contribute to ensure compliance with legal obligations such as preventing pay inequalities (Cotton, 2024c). As highlighted by Taylor and Woodhams (2022, p. 78) having these structures in place helps people professionals to determine where roles should be placed within the organisation, classify suitable pay ranks and illustrate the need for fair pay rises.  	Comment by Alys Thomas: Pay Structures and Pay Progression | Factsheets | CIPD 

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

At an individual level, contingent reward systems such as performance-related pay (PRP) serve as an extrinsic motivator to achieve targets and objectives, and therefore boost employee’s performance by boosting their motivation as they see a direct correlation between work and reward (Taylor and Woodhams, p. 81). PRP links compensation to individual performance metrics by rewarding employees financially when they hit their targets, which in turn improves overall organisational success (Cotton, 2023). This concept of rewarding employees for their efforts is seen as highly desirable, having a positive influence on motivation and in-turn individual performance (Cotton, 2023). However, Hutchinson (2013) does argue that this specific reward package may create a divide between employees “by creating winners and losers, claims of favouritism” and “do little to motivate the poorer performers” therefore recognising employees may be a more personable approach to demonstrate appreciation and value which influences an individual’s needs (Hutchinson, 2013). 	Comment by Alys Thomas: Performance Related Pay | Factsheets | CIPD 	Comment by Alys Thomas: BibliU - Reader - Performance Management 

With team performance, contingent rewards such as team performance pay can promote collaboration and teamwork, particularly when rewards are based on collective efforts and achievements (Cotton, 2024c). According to Armstrong (2022) team pay strives to positively influence and uphold successful team performance by providing incentives lied to specific goals, and by correlating rewards to set targets or fished projects, it evidently outlines expectations. It is important to note team pay can be structured differently between organisations and things like individual performance must be considered, as there are possibilities of having both high and low performing employees which would impact the team as a whole (Armstrong, 2022). A well-structured contingent reward system such as team pay can impact team performance by fostering teamwork and promoting solidarity amongst team members, encourages skill development and can also motivate “less effective performers” to elevate their contributions to meet goals and objectives (Armstrong, 2022) 	Comment by Alys Thomas: Pay Structures and Pay Progression | Factsheets | CIPD 	Comment by Alys Thomas: - VleReader 

At a wider organisational level, contingent rewards can lead to both increased productivity and efficiency, as highlighted previously. As rewards must be gained continuously, it encourages motivation of staff to keep performing at a high level which impacts overall business performance (Cotton, 2024a). Not only do these types of rewards packages have a direct link to the success of an organisation regarding individual and team performance, but they can also, along with recognition practices, encourage employee commitment (Cotton, 2024a). 	Comment by Alys Thomas: Reward | Factsheets | CIPD 

In summary, contingent rewards can drive individual, team, and organisational performance by encouraging that extrinsic motivator and collaboration but Eco-Insulate UK must ensure to execute these well otherwise unfairness may arise, which may lead to demotivation (Cotton, Gifford and Young, 2022). 	Comment by Alys Thomas: Incentives and recognition: an evidence review. Practice summary. (cipd.org) 

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

Benefits packages are a critical aspect within an organisation as they enhance recruitment and retention, overall wellbeing of employees, skills development as well as reinstating expected positive behaviours (Cotton, 2024d). According to Cotton (2024d), benefits are offered based on business reasons as part of recruitment strategy and performance management, but also for ethical reasons which will encourage employees to stay. The benefits offered by organisations can considerably improve employee wellbeing by offering holidays and paid time off and health insurance which contribute to enhancing the physical and mental health of employees, reduces stress and prevents burnout (Cotton, 2024d). 	Comment by Alys Thomas: Employee Benefits | Factsheets | CIPD 

Eco-Insulate UK could offer health insurance as a perk. This offering significantly enhances a positive corporate culture that takes employee health seriously, according to PeopleManagement (2024). A healthier workplace leads to increased morale and engagement, a more inclusive culture and better work-life balance which ultimately impacts retention, driving organisational performance (Suff, 2024) as organisations who prioritise health and wellbeing experience a workforce that is engaged and dedicated to the overall success of their employer (CIPD, 2024). In relation to this, research (Urquhart, 2022) shows when employees are sincerely supported by their managers, they are 3.4 times more likely engaged in comparison to employees who do not feel supported. Supported employees are much less likely to contribute to issues such as absenteeism as they feel encouraged to proactively take care of their health, which enables them to be more productive at work (Urquhart, 2022).  	Comment by Alys Thomas (Hywel Dda UHB - People Culture Facilitator): Uptake of wellbeing benefits falls short among workers, study finds (peoplemanagement.co.uk) 	Comment by Alys Thomas (Hywel Dda UHB - People Culture Facilitator): Wellbeing at Work | Factsheets | CIPD 	Comment by Alys Thomas (Hywel Dda UHB - People Culture Facilitator): Employee health and wellbeing | CIPD 	Comment by Alys Thomas (Hywel Dda UHB - People Culture Facilitator): Employees are three times more engaged when they feel supported by managers, study shows (peoplemanagement.co.uk) 

Flexible working as part of an organisations’ benefit package can offer numerous advantages. Enabling employees to tailor their working days to compliment their personal needs has a positive impact on overall health and wellbeing by reducing stress levels and burnout (CMI, 2020) which may also reduce absenteeism and therefore enhance overall productivity. By offering flexible working as a benefit, Eco-Insulate UK can also attract and retain talent, as many professionals now see the value of this and are prioritising their work-life balance when seeking employment (CIPD, 2023. Furthermore, flexible working also allows employers to recruit from a much wider talent pool, broadening the skill range and experiences within the workforce as well as retaining talent, contributing to financial savings and an advantage in the job market (CIPD, 2023). 	Comment by Alys Thomas (Hywel Dda UHB - People Culture Facilitator): How can flexible working benefit your organisation? - CMI (managers.org.uk) 

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

Recognition schemes are equally as important within the benefits packages offered by employers. These can range from formal process or day-to-day recognition. Research (PeopleManagement, 2023) shows that 44% of employees have left or are leaving their previous organisation due to a lack of appreciation and recognition for their hard work and contribution, which is alarmingly high and will ultimately affect organisational performance. In relation to this, further research (Cotton, Gifford and Young, 2022) shows that actively acknowledging and recognising employees’ efforts and contributions through awards or honourable mentions compliment the benefits packages as engagement, performance, retention, and morale are all positively influenced. Effective recognition schemes boost morale as research shows 87% of employees are less likely to leave if they are engaged, and 82% of employees feel happier at work when they are recognised (PeopleManagement, 2023). 	Comment by Alys Thomas: Why recognition and reward in 2023? (peoplemanagement.co.uk) 	Comment by Alys Thomas: Incentives and recognition: an evidence review. Practice summary. (cipd.org) 

According to Armstrong (2019) non-financial recognition “is one of the most powerful methods of rewarding people” and compliment financial reward and benefit packages. There are many different types of recognition that can be shown towards staff, including straightforward day-to-day recognition which is a valuable attribute of people management that focuses on real-time feedback on an ad hoc basis either in person or written, that expresses appreciation for a employees’ efforts (Armstrong, 2019) As this form of recognition is not formalised or follows a specific process, it promotes a culture of gratitude (Armstrong, 2019). In comparison to this, formal processes may provide employees with “tangible forms of recognition such as gifts, vouchers, holidays” or physical awards as part of a ceremony designed to actively recognise performance, behaviours, or hard work (Armstrong, 2019). By formally recognising and celebrating achievements, organisations can reinforce the exemplary behaviours and highlight what is important to them, and as a result of rewarding this, employers may experience a more motivated workforce that consistently meets and exceeds organisational expectations (Armstrong, 2019).	Comment by Alys Thomas (Hywel Dda UHB - People Culture Facilitator): BibliU - Reader - Armstrong’s Handbook of Reward Management Practice 
	
7) Assess the business context of the reward environment. (AC 3.1)

As stated by Taylor and Woodhams (2022, p. 64) the business context is separated into international, national, and corporate context. 

International context
This encompasses all global factors that influence how organisations design and implement their reward systems (Taylor and Woodhams, 2022 p. 64). 

National context
National context is heavily affected by political factors such as Brexit which poses challenges to sectors who depend significantly on migrant workers and thus, may need to enhance their reward offerings to remain competitive and attract talent as the market becomes tighter (Taylor and Woodhams, 2022, p. 65).   

Corporate context
This involves aligning rewards and benefits strategies with organisational goals, culture and market conditions to effectively motivate, engage and retain employees (Taylor and Woodhams, 2022, p. 67). 

As well as this, there are also internal and external factors that play a part in impacting reward management; internal context consists of the layout, structure, size, location of work, quality and availability of the workforce, the level of influence held by trade union representatives, the workplace culture and management practices whereas external context refers to legislation, the job market, and economic trends (Armstrong, 2019). 

Taylor and Woodhams (2022, p. 68) also highlight how employee expectations are an internal factor as they are shaped within an organisation, but heavily influenced by external factors like comparing their conditions with relatives working elsewhere, which provides an indication into what employees’ value and what motivates them. It is crucial for Eco-Insulate UK to consider and understand employee perspectives as it enables them to align their strategy to meet needs and expectations, as referred to in AC 1.2. This is important as it ensures the reward management strategy is effective in motivating employees and driving performance. 

The labour market may have an external impact on reward management by influencing how organisations gain competitive advantage in how they structure their compensation and benefits (Taylor and Woodhams, 2022, p. 68). In 2022, many organisations were reviewing their reward offerings particularly in relation to increasing salaries and bonuses as well as focusing more non-financial rewards to compete within the market (David, 2022). The current UK labour market shows very similar data, even though the market has slightly loosened, it is still tight. Research (Francis-Devine and Powell, 2024) shows real-term wages have continued to rise since September 2021 due to inflation and as a result, companies like Eco-Insulate UK may need to review their reward strategies to consider inflation so their benefits offering keep pace with increased living costs.   	Comment by Alys Thomas (Hywel Dda UHB - People Culture Facilitator): Current labour market conditions pushing companies to change rewards - WTW (wtwco.com) 	Comment by Alys Thomas (Hywel Dda UHB - People Culture Facilitator): CBP-9366.pdf (parliament.uk) 

Considering the above contexts is vital for developing an effective reward management strategy that is fair, competitive, and aligned with employee expectations and organisational goals (Taylor and Woodhams, 2022, p. 84).

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

As indicated by Taylor and Woodhams (2022, p. 72), benchmarking data is used to compare and evaluate performance, metrics, or reward strategies against external comparisons to help identify areas for improvement and maintain competitiveness. 

Eco-Insulate UK could use a reliable survey report as a benchmarking method to develop insights into their reward management strategies, such as the yearly CIPD Reward Management Survey (Cotton, Marriott, and Perkins 2022) as outlined by Taylor and Woodhams (2022, p. 72). This report offers trustworthy comparisons against industry standards including pay, performance, financial wellbeing, and benefits which Eco-Insulate UK will be able to benchmark against their own statistics to improve or continue their current reward practices (Taylor and Woodhams, 2022, p. 72). There are many other reliable and applicable statistics provided by other organisations such as ONS who provide weekly earnings for the UK by sector and industry; Image A shows the current annual growth rate for average weekly earnings by sector, with Manufacturing currently sitting at 6.4% including bonuses (ONS, 2024). Eco-Insulate UK can use this benchmark to compare against their current financial rewards, ensuring they are meeting needs of employees regarding inflation as well as competing in the job market. It is important that Eco-Insulate UK are mindful of and consider any potential limitations in relation to their organisational context, as described in AC 3.1, as well as the current climate as these may influence reward management data and therefore impact the decision-making process (Taylor and Woodhams, 2022, p. 72).	Comment by Alys Thomas (Hywel Dda UHB - People Culture Facilitator): Reward Management survey 2022: Survey report (cipd.org) 	Comment by Alys Thomas (Hywel Dda UHB - People Culture Facilitator): Average weekly earnings in Great Britain - Office for National Statistics (ons.gov.uk) 

Image A
[image: ]

Taylor and Woodhams (2022, p. 52) identify “dissatisfaction with reward initiatives” as one of the main reasons for leaving, suggesting employers like Eco-Insulate UK should carry out external benchmarking against similar companies to ensure wages are competitive. As market pricing uses a form of job matching, Eco-Insulate UK can use this to benchmark their financial reward strategies to determine their “market rate” and any monitor changes (Cotton, 2024e). Reliable, valid, and applicable pay data can be retrieved from national surveys, locally gathered and job specific but it is possible little to no comparators are available for roles that are highly specialised (Cotton, 2024e).   	Comment by Alys Thomas: Job Evaluation & Market Pricing | CIPD 

Job evaluation, an internal benchmarking method, involves thoroughly assessing the importance of different roles within an organisation and are used to identify and agree pay grades in pay structures and mandating fair and equitable compensation (Cotton, 2024e).  Providing the internal information is accurate and consistent, this is effective for benchmarking and offering insights rewarding reward management as it ensures internal equity by thoroughly reviewing the value of job roles. Job evaluation can help Eco-Insulate UK align their compensation with job importance, identify any inconsistencies and mandate fairness across the workforce, although it should be balanced with external data for more in-depth insights and to ensure they are staying competitive in the job market (Cotton, 2024e). 

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

According to Armstrong (2019), job evaluation involves continually assessing the value of jobs; Eco-Insulate UK will make these decisions either informally or formally to ensure roles are appropriately compensated. 

To begin with, informal approaches typically involve making decisions on job wages based on judgement regarding internal and external criteria or referring to market conditions to make adjustments, often without a formal process or documentation (Armstrong, 2019). Whereas formal approaches use structured, systematic processes to assess job value, and can be analytical or non-analytical. Formal processes are used to address “internal relativities and the process of establishing and defining job grades or levels” (Armstrong, 2019). 

Cotton (2024e) indicates by breaking down the details of specific roles into components, analytical schemes may enable a more equitable evaluation process. These schemes are made up of points rating and factor comparison. Points rating assigns a numerical value to different elements of a job role, and these points are rated and summed to determine the overall score which highlights the value of a job; the higher the points, the higher the value (Cotto, 2024e). Factor comparison also focuses on elements of jobs, but they are not assigned numerically. Eco-Insulate UK may want to use a graduated factor comparison scale which compares elements of each role on a specific scale, measuring low, equal, and high factors (Armstrong, 2019) although this is more generally used in cases of equal pay claims to assess ‘like work.’ On the other hand, Eco-Insulate UK could also use non-analytical schemes such as “job ranking, paired comparisons and job classification” (Cotton, 2024e): 

· Job ranking: based on their significance, complexity, and value.  
· Paired comparisons: comparing jobs sequentially with others internally.
· Job classification: a defined number of grades typically between 4 and eight are established based on factors such as competencies, experience, skills, tasks performed, with clear differences between grades and jobs are assigned accordingly. 

When implementing an informal or formal method, or analytical or non-analytical scheme, Eco-Insulate UK must ensure it is the most appropriate approach to use, be transparent and non-discriminatory and the method aligns with organisational goals to effectively manage job evaluation and compensation (Armstrong, 2019). 

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

When considering financial reward practices, particularly pay rates, Eco-Insulate UK legally must consider equal pay and the National Minimum Wage Act 1998 (NMW) (Taylor and Woodhams, 2022, p. 71). 

Equal pay was mandated to tackle pay discrimination regarding gender, and legislation now prevents this (Taylor and Woodhams, 2022, p. 71). Employees, regardless of gender, must receive equal pay for performing the same work under similar conditions. Equal pay, under the Equality Act 2010, ensures compensation is free from gender discrimination and employees are paid fairly based on their jobs, performance, and abilities (ACAS, 2024a). This legislation extends further than pay, encompassing all terms and conditions within the employment contract, though Daniels (2022, p. 131) exaggerates that ‘equal pay’ focuses on comparisons between men and women, and is not relevant to addressing concerns around terms and conditions of the same genders. By Eco-Insulate UK ensuring their employees are paid the same for similar work, in line with the Equality Act 2010, they can expect to see an increase in morale and reduction in dissatisfaction by embracing a more inclusive workplace (ACAS, 2024b).	Comment by Alys Thomas: Equal pay and the law - Acas 	Comment by Alys Thomas: Making your workplace inclusive - Equality, diversity and inclusion - Acas 

As outlined by Daniels (2022, p. 97), NMW “gives the right for workers to receive a minimum hourly rate of pay” which varies by age and employment status. NMW impacts reward management strategies by setting a baseline for wages, making sure workers are paid fairly and cannot be exploited. Image B provides the current NMW rates (ACAS, 2024c):

Image B
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The NMW rates are reviewed on a yearly basis, so it is imperative that Eco-Insulate UK ensure they are up-to-date with the latest legislative requirements to ensure they are compliant and that their workforce is compensated adequately (ACAS, 2024d). If Eco-Insulate UK fail to adhere to this legislation, it could result in legal claims that cause reputational damage as well as financial implications (ACAS, 2024e).	Comment by Alys Thomas: When increases are paid - National Minimum Wage - Acas 	Comment by Alys Thomas: Preventing issues - Equal pay: employer responsibilities - Acas 

Conclusion
Reward management highlights the significance of imbedding reward strategies for competitive compensation, internal equity, legal compliance, and importance of recognising and appreciating the contribution of the workforce towards organisational goals and performance (Taylor and Woodhams, 2022, p. 84). Overall, Eco-Insulate UK should consider the items discussed to provide an effective strategy, making sure to continuously consider contextual factors and market considerations (Taylor and Woodhams, 2022, p. 84). 
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Age 21 or over (National Living £11.44
Wage)
Age 18to 20 £8.60
Under 18 £6.40

Apprentice £6.40




