Reward for Performance and Contribution 
Introduction
This report outlines and provides recommendations for Eco -insulate management in respect of the principles and components of reward and pay. It will outline how reward, benefits and recognition can positively influence organisational, psychological and cultural factors which in turn will address the current issue facing Eco- insulate of an increasing turnover of staff, along with improving the current negative culture and performance of the organisation. It will also reference information in respect of bench marking, job profiles and market rates. 
(AC 1.1) 

CIPD (2024) states that ‘reward generally covers all financial provisions made to an employee’. It also includes the wider benefit package, with the term ‘Total Reward’ often used to encompass everything that an employer offers their employee, from financial, extrinsic benefits to intrinsic, unique benefits that reflects the company’s culture and attracts talent whilst also retaining staff within the organisation. The main reason to offer reward is to influence employee behaviour. Under a total reward approach, all aspects of what an employee might value is recognised. 

‘Strategic Reward’ is the term used to describe an employer’s long-term approach to how an organisation’s reward policies and practices balance and support the needs of both employees and its organsisation (CIPD, 2024). 

Its important that Eco-Insulate instil the core principles of reward into their strategy, which includes transparency and consistency. Employees should always understand the reward system. Communication should be clear and open. Transparency will help build trust between Eco-insulate and their employees, which in turn will lead to increased engagement as the employee is likely to feel appreciated and valued. Consistency is a principle that will ensure fair treatment and that rewards are fairly offered to all, without favouring roles within an organsation. It also ensures that similar reward is offered for similar performance. Fairness and equality are also founding principles of any reward strategy ‘Reward practices which are considered unfair can quickly break the psychological contract between employer and employee.’ (Taylor & Woodhouse, 2022)
When an employer designs a reward framework and strategy that employees value, it can foster a positive work culture where employees feel respected and who want to perform well for their organisation, which leads to positive business results. The employee can feel a part of the organisation’s success; feel committed and positive about the employee / employer relationship. This is crucial to the success of an organisation. 

Eco-insulate is already feeling the pressures of a negative company culture and an increase in turnover of staff; it is therefore vital that they create a reward strategy that can provide their employees with tangible and intangible elements, in a fair and consistent manner. It may be that the pension scheme currently being operated, which rewards senior staff at a higher value than others, is reviewed and changed. This type of action will provide confidence that the organisation is keen to stand by the reward principles mentioned above.

 (AC 1.2) 

Within an organisation, there are two different types of rewards you can use to motivate and improve the employee contributions: extrinsic and intrinsic rewards. 

An extrinsic reward is considered a tangible gift. For example, a financial bonus by way of a cash reward or a voucher or paid time off. Extrinsic rewards have dominated reward schemes and can often drive motivation and performance.

An intrinsic reward is considered intangible and largely varies on the individual’s perception of the reward. An intrinsic reward could be as simple as a thank you or an opportunity to progress by way of a development opportunity. Intrinsic reward is as simple as the employee’s satisfaction in their role. 

Providing growth and development opportunities to high-performing employees at Eco-Insulate can create a sense of personal fulfilment and achievement, improving their engagement with work and performance. Line managers have a vital role to play in delivering intrinsic reward. They are the ones that will provide praise and non-financial recognition along with fostering a positive work environment and work life balance. An intrinsic example would also be flexible working policies and family friendly HR policies.

Admiral Insurance is an excellent example of a company that provides intrinsic rewards. For instance, the company provides rewards such as internal progression, buy a book schemes, skill-building training, career development opportunities in abundance, linkedin learning licences and mentorship programs (Admiral Group Plc, 2023).

Individuals are thought to be motivated by a mix of extrinsic and intrinsic factors. Research suggests that intrinsic rewards improve confidence and attitude towards work (Hajduk, 2017). 

Eco-Insulate can create a reward scheme that encompasses both intrinsic and extrinsic rewards and measure the success by feedback from their employees. Feedback can support reward strategy decisions.  


(AC 2.1) 

Pay grades and pay structures are logical frameworks within which pay policies can be implemented. Both are important to help determine hierarchy and define appropriate pay levels alongside planning and demonstrating how pay can be progressed over time (Cotton, 2024). 

How this is done within an organisation varies and largely depends on the organisation itself. If there are vast number of different roles you may decide to use a multi graded structure. This means using several grades, bands, ranks or levels into which groups of similar jobs can be placed. Pay structure ‘defines the different levels of actual pay for jobs or groups of jobs by reference to their value to the organisation.’ (Taylor and Woodhams, 2022). 
Often, organisations will choose to group jobs into families. This means correlating jobs with where they belong for example IT roles will be in a pay structure together and set aside from finance roles. Organisations can also structure roles into Career family structures where they seek to split roles depending on where they are in their careers. For example, junior roles are grouped together, regardless of your area of expertise of the job family you belong to. What’s important when deciding groups, is that roles are matched by value. This will help avoid problems with inequity. 

Grading structures used include narrow and broad graded structures. A Narrow grading structure will have many different pay and grade levels. The narrowness of the scope means there is a need for more grades. On the other hand, broad graded structures have fewer levels. However, within the levels, there will be a need for reference points, splitting each level into perhaps 2 or 3 segments. 

Another structure which can be useful for unskilled roles is the individual pay rate structure, also called a spot rate. This structure simply has one pay rate for the role. Whilst there is flexibility for this rate to increase over time (and it should be reviewed regularly to address any changes in legislation and competitor benchmarking) there is often not a set structure for progression.  

In Eco-Insulate where there is a mix of skilled and unskilled roles, along with a mix of seniority, there is potential to utilise a number of these pay structure and grading methods. 


 (AC 2.2) 

Contingent pay systems are popular in many organisations as HR departments see them as the best way to motivate people. Contingent rewards include bonuses, promotions, recognition, and appreciation, for instance. It means linking elements of pay to achieving goals (Cotton, 2023). However, we know that executing only contingent reward strategies is a little too simplistic – Eco Insulate must strike the right balance right to enhance the employee experience and align behaviour with the overall business strategy. 
When reward is tied to a specific performance criterion, it can serve to motivate individuals by providing a sense of purpose and clear direction.  It can also work to drive the expected behaviour. On a team level, contingent rewards can instil a sense of collaboration and camaraderie. 

In terms of organisational performance, contingent rewards can align employee behaviour with business strategy. Reward needs to be proportionate to effort and feel fair to the employee (CIPD, 2019). If the contingent reward approach is considered unfair, this can break the psychological contract between employer and employees. 

In Eco-Insulate, there is a range of skilled and unskilled workers, therefore consideration must be paid to how contingent reward can work for both types of employees. Contingent rewards must be carefully managed as they can often lead to unethical behaviours and unintended consequences. There is also consideration needed to the cost of contingent rewards, often, a thank you will be sufficient to reward good behaviour and as such, a financial reward is not necessary.  On top of this, managers must make sure they socialise performance goals and get employee buy-in (CIPD, 2022).  Contingent rewards can establish a more direction and clear connection amongst effort, performance and reward, to encourage employees to show the expected behaviours. 

 (AC 2.3) 

Before any benefits are offered by Eco-Insulate, its important to understand and answer questions such as (CIPD, 2024). 
· Why are we offering the benefit? 
· How does it support the organisation’s business and people goals? How does it reward the required values and behaviours?
· How does the benefit fit into the wider HR strategies?
·  Does it support the practices the organisation requires?
· Will the change be valued by current and future employees? Have their views been researched?
· How will the benefit be launched? 
· How will the benefit be communicated on an ongoing basis?
· Are there any considerations or obligations to any external stakeholders? Must they be informed of the benefit?
· Do our people have the knowledge, skills and attitudes needed to make informed decisions?

Benefits should be valued by workers while also supporting people management practices and aligning it with wider business goals. In order to understand what employees, want; their opinions should be sought. In Eco-Insulates current strategy, employees may feel devalued due to the difference in reward and benefits; this undoubtedly effects the psychological contract between employee and employer. This is an opportunity to seek employee feedback although research suggests that most employees value benefits that support them in their unique life stages. Feeling supported during life events can help reduce stress and promote a better work life balance which inevitably leads to employee appreciation, loyalty and productivity. 

‘Individuals come, stay and perform for a range of financial and non-financial reasons, which can change over time depending on personal circumstances. In some situations, individuals may not consider the financial elements of a package that important. For instance, people at the beginning of their career may be more interested in gaining access to training and career development. Similarly, individuals may be willing to work for lower pay rates (or even volunteer) if they have a strong attachment to an organisation’s purpose.’ (CIPD, 2024). 

 Benefits offered by organisations can be expansive and varied; these can include performance related pay or profit-sharing schemes, to healthcare, people policies such as sick pay, enhanced family friendly policies such as paid adoption leave, paternity leave etc. On top of these, a flexible benefit platform is appreciated by many, where voluntary benefits can be arranged through salary sacrifice. 

Eco-insulate has the opportunity now to be creative. Engaging with employees to understand what is important in their benefit programme, whether that is retirement and pension planning or support in getting onto the property ladder. Perks that help with different life stages will help enforce a company culture that the employee is important and in return, will achieve productivity and loyalty. 

(AC 2.4) 

March (2023) writes that almost half (44%) of employees left their last organisation due to lack of recognition. 82% of employees are happier when recognised at work. It is therefore advised that Eco Insulate consider prioritising a recognition programme in order that their employees feel valued and inclined to stay at the company. 

Kinne (2022) agrees and concludes that social recognition and showing appreciation of work done well is proven to retain employees, increase employee job satisfaction, drive psychological safety, and improve motivation. With recognition being shown across the organisation it can also drive engagement. With motivated and appreciated employees, it can directly impact productivity, quality of work and in turn the service to the customer. A happy customer ultimately leads to customer loyalty and therefore increased sales and profits.  

There are many ways to implement a recognition scheme at Eco Insulate. Understanding what motivates the workforce is important as is setting a budget for rewarding and recognising. 

Management buy in will be important to the success any recognition scheme implemented, especially informal recognition. Informal recognition is generally at the discretion of the managers and is personalised to the employee or the work that has been achieved and is due to be recognised.  Aslong as the recognition is meaningful, informal recognition does not have to be costly. Examples of informal recognition could be as simple as saying thank you, offering time off as a reward, acknowledging work anniversaries or a simple lunch treat. 

Formal recognition schemes are generally across all levels of the organisation, in Eco Insulate’s case, it would include both the skilled and unskilled roles. Formal recognition almost always includes cash awards or vouchers to mark the good work and behaviour. Recognition should not only occur when targets are met or records are broken; a recognition scheme is the organisation’s opportunity to recognise and reward employees who have embodied the company’s values, go above and beyond for a colleague or customer or simply work that the organisation wants to see emulated or repeated. 

Adopting both a formal and informal employee recognition programme will help Eco Insulate reinforce desired behaviours. It will also help employees recognise and appreciate one another and contribute to a more positive workplace culture. 

Consideration should be given to where the employees work from; in recent years, hybrid working has provided additional challenge to employers in navigating recognition schemes. But a recognition scheme implemented successfully can pay dividends with bringing employees together, regardless of their place of work. The power or recognising your employees can provide connection, build a sense of respect for each other and a sense of community. 

 (AC 3.1)

There are many elements that influence the reward environment within an organisation; these are referred to as the reward environment business context. 

It refers to all the factors that influence how an organisation designs and implements its reward system. In this case, and importantly at Eco-Insulate, it’s how the internal and external factors impact an organization's reward approach to reward. 

By understanding what factors can affect the business context, a robust reward strategy can be created. It can also future proof the reward strategy as factors can be anticipated and planned for. Organisations may be unsure what these factors are, therefore a PESTLE analysis could be done. This will help analyse and monitor the macro- environmental factors that impacts the business and the industry in which it operates. 

Examples of factors that affect the business context include external factors such as industry trends and competitor reward packages, labour force trends and cultural drivers. If the labour market is tight for example, there will be high demand for skilled workers and many unfilled job vacancies. This can affect the reward context as salaries and overall reward packages will need to be increased to attract talent and fill roles. 

Internal factors include the employee’s expectations of their reward package and the company’s culture. Collective bargaining enables employees to negotiate working policies and pay, therefore affecting the employer’s reward strategy and budget. The psychological contract is another factor that affects the reward environment. The term 'psychological contract' refers to an exchange relationship based on expectations, beliefs, and an understanding of mutual responsibilities between the employer and the worker.  (CIPD, 2024). The employee’s expectations must be met. 

Regulatory changes like National Minimum Wage and Pension auto enrolment have affected the business context of reward previously, increasing employer costs and in turn, influencing reward strategies and decisions. 

A reward system must be fair and transparent and aligned with the wider business strategy. Sylvie Doyle summarises the importance of getting the reward strategy well ‘Reward is increasingly vocal; it sends clear messages about what organisations value, what they choose to reward, and not reward, and how this reflects the culture and goals. Reward gets to the heart of the matter, including what employees care about, such as being valued and their career progression, as well as the usual pay and benefits. A few clicks away and potential hires and existing employees can share their experience, which is critical when attracting and engaging the best people in a global marketplace." (CIPD, 2024). 

(AC 3.2) 

Benchmarking can be done in two ways; Internal and external benchmarking. Internal benchmarking usually involves comparing from within using organisation’s own data whilst external benchmarking involves using other organisation’s data to draw conclusions, develop insight and determine the way forward with reward practice decisions. It can also help identify successful practices in other organisations 

CIPD (2023) suggests that there are 4 main sources an organisation can go for pay data, to benchmark and develop insight 
· Published data- this data is usually from pay surveys and similar organisations and whilst it will give an indication of going rates, its usefulness is limited as its difficult to compare like for like. 
· Pay clubs- a way in which employer groups can exchange pay information. 
· Special surveys- funded by the organisation from specialist pay consultancies. 
· Consultants’ pay databases- allowing employers to compare pay rates across organisation on a common basis. 

Benchmarking data can certainly be used to inform reward approaches, but attention must be paid to the source if the intelligence, the reliability and the measurement of the data. Eco-insulate, alongside other private organisations will usually benchmark their own pay rates against similar companies. When determining the benchmarking data you need, attention must be paid to the size of the organisation, the market that’s practiced e.g. financial services, whether there are already pay principles in place etc. The data that’s being evaluated and compared to your own, must be reliable data. Organisations such as Willis Towers Watson or Cendex can provide this benchmarking support, at a fee, of course. 
 
In the corporate environment, employee expectations and the psychological contract is important. This is what the organisation’s culture, and values are made up of and therefore should feature in the benchmarking strategy. Once the benchmarking is done, attention should be paid to the long-term strategy; it is very difficult to implement all of the goals, at once. Benchmarking is a continual process that requires revisiting (Hibob, n.d.) ‘Benchmarking is an ongoing process of company growth and advancement. Using benchmarking to enhance the employee experience and increase compensation, retention, and job satisfaction can lead to greater employee wellbeing and, in turn, a healthier company culture’.




 (AC 3.3) 

Job evaluation is internally focused. It matches jobs to enable market pricing to take place. 
Acas defines job evaluation as “a method of determining on a systematic basis the relative importance of a number of different jobs”. It's useful because job titles can be either unclear or unspecific. In large organisations it’s also impossible for people professionals to know every job in detail. (CIPD, 2024). One of the biggest advantages following a job evaluation exercise is that it ensures a fair pay system whilst providing the opportunity to compare pay rates against internal role and the external job market, if desired. Job evaluation is also important to defend or explain pay and grade structures, help understand market comparisons for roles, provides internal transparency and can also ensure that the organisation complies with legislation such as equal pay obligations. 
Job evaluation schemes within organisations ensures fairness and is generally well received by employees who appreciate the transparency the exercise can bring. Evaluating jobs can also support in understanding where the roles sit within pay grades and structures, However, job evaluation can result in a lack of flexibility in attracting talent for roles. 
There are many approaches to job evaluation that Eco-Insulate can consider. An analytic approach will involve analysing factors like competencies and making decisions around the value of the role. Points rating and Factor comparisons are examples of an analytic approach. This means that each role is broken down and assessed closely. This type of scheme can protect Eco-Insulate against any potential equal pay claims.  
A Nonanalytic approach compares whole jobs and places them into a rank or an order of importance. Whilst this may be an useful exercise for Eco-Insulate, this type of approach cannot be done as a stand alone exercise and it fails to meet the requirements of the equal value legislation (Taylor and Woodhams, 2022). 
In order to compare jobs between organisations, a market rate analysis or market pricing must be conducted. ‘The aim is to set the employer's own pay rates at an appropriate level to recruit and retain those it needs’ (CIPD, 2023). Most organisations following a market rate analysis, will take the midpoint of the salary band called the median when setting salaries and understanding job evaluation. Private organisations tend to benchmark against similar organisations by way of industry and size. 
Consideration must be given to how accurate the benchmarking data is likely to be. For example, how many other organsation have submitted data or how often is the data updated. Eco-Insulate should also ensue the data being used provides locations too as often, London based toles will attract a heavier weighting. 






 (AC 3.4)  

Whilst this report has already addressed the importance of fair and transparent reward and pay structures, there is also legislative requirements that impact reward practice. Failing to comply with reward legislation can put the organisation at risk of financial penalties, legal disputes and reputational damage. ‘By understanding and embracing these requirements, organizations can create fair and effective reward systems that benefit both employees and the business as a whole’ (CIPD, 2024).
The National Minimum Wage Act (1998) ensured that employers in the UK pay atleast the NMW to their employees, with the rate differing by age. The Equal Pay Act (1970) was introduced to address the pay discrimination that happened on the basis of gender. It was there to ensure that equal pay was given for equal work. This act is now incorporated into the Equality Act 2010. Under this Act, employers must avoid direct and indirect discrimination when designing reward schemes. Any scheme or reward practice that favours one group of employees over another based on a protected characteristic is unlawful. Protected characteristics include age, gender reassignment, marital status, pregnancy, disability, race, belief, sex & sexual orientation. These laws must be considered when setting rates of pay. 

With Eco-Insulate currently offering some schemes solely for senior staff, they are at risk of contributing to their gender pay gap as senior roles are more likely to be allocated to men and entry level roles to women. Since 2017, employers with over 250 employees must report their gender pay gap by the end of the financial year. 

Legislative requirements are largely there to protect the employee; in employee rewards and benefits, legislation establishes standards for essential benefits such as leave entitlement and pension contributions. It also mandates transparency and protects employee’s privacy rights. To ensure compliance with these legislations, Eco- Insulate should regularly review their reward schemes and stay informed of legislative developments. Transparency and a focus on ethics should be embedded into the organisation’s culture. 
Conclusion 
Eco-Insulate management should now be able to explore and implement forms of reward incentives, benefits and recognition to promote positive change. It is proven that employees place great emphasise on intangible rewards, not only financial elements. CIPD summarises that under a ‘total reward approach, all aspects of the work experience are recognised’ (2024), therefore Eco- Insulate have an opportunity to not only change the culture and improve attrition but attract talent which in turn, should increase organisational performance.  There is no one right answer, but line management involvement, socialisation of the strategy and evaluation is vital in succeeding with a reward strategy. 
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