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The idea of reward is that employees are fairly rewarded for their contribution within the organisation (Armstrong, 2010). However, reward schemes must remain consistent, fair and transparent if they are to have the desired effect (Anku, et al., 2018). Subsequently, communication is essential to ensure everyone understands what is required and commitment is confirm by all employees. Therefore, organisations must design pay structures to align with business culture, attitudes and strategic direction. For example, an organisation whose brand may align reward goals with customer satisfaction, while a sales-based organisation may produce financial goals. Therefore, carefully aligning reward with strategy can help organisations promote strategic direction and overall culture and brand (Holbeche, 2022). 

Within the reward structure organisations must ensure they are setting earning variables carefully, so that it develops the right level of motivation. Specifically, smaller increments may not be motivational enough to warrant the additional workload. Conversely, larger increments may create too much competition and create hostility within teams (Ordonez, et al., 2009). 

When creating the reward organisations need to consider the external market and benchmark their benefits with competitors. This is especially critical within tight labour markets, where bidding wars will drive benefits upwards (Becker, et al., 2020). Offering relevant and competitive rewards will positively affect retention and recruitment allowing for greater organisational performance and improved culture (Zedelius, et al., 2014). Overall, implementing schemes which are transparent, identifiable and fair, alongside regular reviews will ensure organisations breed the right personality and culture, drive performance, reduce turnover and positively impact overall brand (Brown, 2014).

Rewards can either be intrinsic or extrinsic. Intrinsic reward emulates the work itself, a sense of purpose and advancement, it can be difficult to measure (Blain & Sharot, 2021). Extrinsic reward relates to measurable attributes, such as pay and job title (Riasat, et al., 2016). Both reward types have a beneficial effect on organisational performance. As such, organisations are best to consider a blend of both rewards in order to achieve the best outcomes. It can be difficult to ascertain individual differences in motivation, so a thorough analysis of the workforce and culture is paramount to ensure success (Law, et al., 2017). 

For eco-Insulate, providing reward management will have a positive impact on the culture and performance of the organisation. Due diligence is required to ensure the right motivators are selected to drive the intended cultural shift.
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Extrinsic reward relates to those benefits which are tangible. For example, pay and extra bonuses. These rewards can help to drive employee performance through the utilisation of key performance indicators (Karayanni & Nelken, 2022). Therefore, organisations can align their strategic aims with the goals and rewards set to employees. For example, a car dealership may wish to sell a specific car, so a higher bonus can be applied. However, this can create linear performance, whereby employees only focus on their specific targets, rather than the bigger picture (Morris, et al., 2022). Thus, too much focus on financial enhancements can stifle competitive advantage through lack of agility (Adel, et al., 2022). Additionally, organisations must ensure they are correctly identifying the key motivators of its employees, in that, employees may wish to focus their goals on intrinsic means, such as making a difference, or having a voice. Therefore, Eco-Insulate must also focus on intrinsic reward. Intrinsic reward covers the psychological benefits for employees once completing a task, in which their contribution is integral (Manzoor, et al., 2021). Intrinsic reward can help motivate employees who are not necessarily motivated by financial measures. It can be particularly beneficial in social and health environments, where employees may have a greater focus on wellbeing and helping others (Ge, et al., 2021). An effective utilisation of both reward structures can lead to successful organisational performance. Through effective identification of employee drivers, organisation can ensure that they receive improved contribution, retention and sustainability. 

Eco-Insulate must ensure that any KPI related rewards must be relatable, achievable and fair. Different workforce within varying industries tends to have different motivators, so KPI’s must appreciate variations. Further, goals must be perceived as achievable, goals which stretch too far will have a negative effect on performance, and will demotivate employees. Fairness is an important factor, where different pay schemes between employees will demotivate those worse off and opens organisations to discrimination claims. Therefore, while reward can aid organisations to drive contribution and growth, it is particularly important to ensure any implemented schemes must be fully appraised to ensure they have the desired outcome (Ali & Anwar, 2021).
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‘A grade structure is made up of a number of different grades, bands, ranks or levels into groups of comparable jobs’ (Taylor & Woodhams, 2022). A pay structure defines the different levels of actual pay for the roles by their relative value to the organisation (Taylor & Woodhams, 2022). The common types of grade and pay structures include; narrow graded structures, broad graded structures, job family structures, career family structures and pay spines. Different grades and structures will fit best depending on the organisation it operates within. There are no best and worst schemes, so organisations must review their schemes and decide which would best suit their individual needs and culture (Zhu, et al., 2023).

Narrow-graded pay structures
These consist of several grades, whereby equal worth jobs are allocated into each band (Sobeck, 2022). Usually, length of service and progression are linked. Due to their shallow nature employees can quickly reach the top of their band, which can lead to role evaluation and sometimes hyperinflation of individual roles, in order to improve their grading, leading to grade drift (Bamberger, 2021).

Broad-graded pay structures
These work similarly to narrow graded pay structures, however there is greater flexibility within each grade, specifying grade points, splitting each grade into a further two or three sections. However, there remains rigidity within the structure which can lead to recruitment and retention within a fluid job market (Zhang, et al., 2020).

Job family structures
These are similar to broad pay structures; whereby similar functions are grouped together in several levels. Usually, each family are separated by department, for example, an IT department would be on a separate scheme to the finance department. This allows flexibility within competitive markets, whereby finance employees may be more sought after than their IT colleagues (Cedrik, 2023). 

Career family structures
These sought workers into families similar to job family, however, the focus is on career mapping. So, individuals are sought by their seniority, so that junior IT workers are allocated to the same family as junior finance workers. This structure focuses on seniority as a driving factor so that pay scales drive upwards as workers progress (Tresi & Mihelic, 2023).

Pay spines
These are primarily used within the public sector, whereby workers are allocated to specific pay points in consideration of their length of service and seniority. These pay points run from the lowest pay jobs through to the highest, with nominal increments across the pay scale. Usually, the top end of the scale attracting larger pay increments (Perkins, 2010).
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Contingent rewards essentially question; what do we value? What are we prepared to pay for? (Taylor & Woodhams, 2022). Examples of contingent rewards can be performance related pay, skill-based pay and team-based pay. Subsequently, the reward is directly linked to a measurable variable in output. The structure usually encompasses a base pay, which is supported with bonuses linked to KPI’s, which usually align with organisational strategy (Anon., 2018). 

It is important that individuals understand their goals and understand what exactly is required for success. Further, Vroom suggests that goals must align with individual motivators, in that, the reward must be motivational and relevant enough to warrant the individual desire to achieve the goal (Lee, 2007). Creating these rewards can help individuals calve their own career and fortune. It can also ensure organisations develop and retain their performing employees, as better performance results in improved reward (Hilton, et al., 2021). Further, those creating structures must consider the wide context of their reward structure, in that, individuals are motivated by a culmination of intrinsic and extrinsic drivers. Misinterpreting these drivers will lead to a failure to correctly motivate individuals consistently (Hansen, et al., 2002). 

When individuals work within a team, this can be particularly beneficial if goals are aligned, so that the team are driven in one direction (Van Der Lippe & Lippenyi, 2019). This is usually conducted through managers having overall rewards based on team performance, which aligns with company strategy. However, setting targets with particularly beneficial rewards can lead to competition with teams, especially where the measurables are finite. These types of environments can lead to unethical behaviour, dishonesty and increased hostility (Yang, et al., 2020). Therefore, organisations must be considered in their reward structure, creating a balance between motivation and culture. A lack of consideration and manager buy-in can cause failure in the success of contingent reward (Armstrong, 2023). Subsequently, this highlights the importance of evidence-based decision making, stakeholder engagement and a clear understanding of culture and goals (Rash, et al., 2020). 

Reward management can be a complex strategy to implement due to the psychological impacts from motivating employees. Successful implementation can have beneficial impacts on organisational performance, retention, culture, experience and brand (Prouska, et al., 2016). Creating the targeted individual and team structures can ensure each person in the organisation understands and realises organisational goals. Careful consideration of benefits, which align with organisational strategy can ensure the organisation drives forward on a single vision (Armstrong, et al., 2011).
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Performance related pay

Performance related pay can be a great tool to motivate employees. It can be utilised o create goals that align with organisational strategies. For example, setting sales goals within a car dealership. Further, using simple metrics and KPI’s is a simply and effective method to performance manage individuals. It can also create fairness when goals are set at a group level (Kennedy, 2022). 

Private Health insurance 

Private health insurance can we an excellent way of driving employee engagement. It can help organisations on a number of advantages. Firstly, it can help organisations recruit and retain by offering bonuses which can be attractive to employees. Secondly, private medical helps to reduce sickness related leave due to the improved accessibility of healthcare. Thirdly, it can help drive a culture of care and wellbeing within the organisation (Mohammad, et al., 2020).

Company cars

Company cars can be a cost-effective method to drive engagement. While the reward required investment by the organisation, there can also be cost savings. The cost of vehicles can be substantial, so organisations who offer this type of reward can become very attractive. Further, with legislative mileage requirements, organisations whose employees cover substantial business mileage will receive a cost saving through supplying company vehicles (Perkins & Jones, 2020).

Enhanced maternity and paternity

This reward can help retain and attract those who are likely to utilise this type of benefit. Therefore, organisations may only implement this reward if it is relevant to the average age of their organisation. This reward can help to reduce churn and retain those, it also helps to attract specific individuals through targeted reward structuring (Milner, 2022).

Organisations must determine which rewards best emulate the culture and strategy. Further, it is recommended that thorough research is conducted externally and internally to ensure relevance to the employees. It would be advantageous to conduct stakeholder analysis, job evaluation and employee voice to ensure success. Successful implementation of rewards will lead to improve engagement, motivation and commitment. It will also help to reduce churn and improve recruitment (Rose, 2022). 
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Recognition can take several forms; it can be formal and informal. 

Formal recognition

Recognition can be formal and structured, such as additional pay. Additional pay is a straightforward way to reward employees, as most will be receptive to additional renumeration (Kulikowski & Sedlak, 2017). Additional pay can take the form of performance related pay, private medical insurance, enhanced sick pay. Additional renumeration can help to drive organisational performance by aligning KPI’s with strategy (Merchant, et al., 2018). It can also help to ensure organisations remain competitive job market. Further, providing competitive salaries can help to attract talent. The way which the remuneration is calculated, albeit performance related private medical insurance depends upon the culture within the organisation (Petry, et al., 2020). Therefore, those organisations who understand their workforce can tailer the renumeration for maximum effect. Organisations can also offer non-cash rewards, such as vouchers and gifts. This type of reward can appear less generic, so can add more value to the employee (Horhogea, 2021). Further, these types of rewards can become more discretionary, adding further value when received. Additionally, organisations can tailer these rewards towards their cultural agenda or workforce interests.

There can also be a focus on work-life balance. These rewards could focus on increased hybrid working, flexitime, extended parental leave. This type of reward can enable workers who are motivated by work life balance over financial incentives (Khan & Fazili, 2016). 


Informal recognition

There can also be intrinsic recognition, where employees can receive recognition intrinsically. For example, organisations can publicise their recognition, such as through social channels for excellent client feedback. This can help employees feel valued and appreciated, it also helps the organisation to build its brand and culture (Gkorezis & Petridou, 2012). Ultimately, this leads to improved motivation and retention. Further, it creates a personal brand for employees, which improves performance through accountability (Gorbatov, et al., 2020).

Organisations may also choose to feedback to employees on a regular basis through one-to-one interactions. Consistent feedback can ensure employees have clarity of goals and can improve engagement (Lim, 2022). Creating an ‘open-door’ culture can drive motivation and retention forward. Thus, allowing employees the opportunity to openly discuss performance creates further engagement (Burchell & Cook, 2011). Employees who feel empowered by their managers perform better than those merely driven by formal recognition. The day-to-day support and feedback create relationships which improve organisational performance (Mohr, et al., 2021).

For recognition schemes to become successful, they must strike a balance of both formal and informal structures. It would be therefore beneficial to create a structure which rewards performance financially, but also provide live feedback from managers to deliver the importance of objectives (Rodriguez-Gomez, et al., 2019).
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The methodology behind reward environment, from a business context is as follows; Support the achievement of business goals through performance culture, attract and retain quality people, engage and motivate employees, reward for value creation, deliver value on investment and align reward to employee motivators (Armstrong, 2023). These strategies must be relevant both internally and externally in order to be successful. Therefore, organisations need to ensure that rewards are externally competitive, fair and transparent (Kalpina, et al., 2021).  Subsequently, through effective stakeholder appraisals, organisations can target reward which are relevant to cultural and environmental norms (Xavier, 2014). 

A lack of research can lead to misidentification of motivators or a lack of understanding of culture. Subsequently, this will lead to a failure of reward strategies, which can have a drastic impact on performance and culture. Therefore, there is not a one size fits all strategy on reward management, reward structures are usually specific to the organisation. The implementation of reward can be timely to ensure its success, but this is critical to ensure goals are aligned and relevant (Franklin, 2020).

Successful implementation of reward practices can lead to performance improvements. Workplace recognition can help to motivate employees to improve job satisfaction and ensure they succeed to reduce retention as much as 87% (Gallup, 2024). Recognition can help to boost intrinsic values, such as perceived value of work. Further, recognition can help to facilitate extrinsic values, such as performance improvements. Both types of motivation can lead to an increase in productivity and retention (Gallup, 2024).

Through reward practices organisations can help to improve their culture and dynamics to drive overall strategic direction. Subsequently, organisations can set rewards in consideration of their ambitions. For example, setting peer-to-peer recognition schemes can lead to improved customer satisfaction (Gallup, 2016).

The ultimate ambition in the creation of reward management is to improve business performance. Through targeted rewards organisations can cultivate a workforce who emulate the direction of business strategy. Policy makers must ensure they have correctly identified motivators, and that the rewards align with goals (Holbeche, 2022). 
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In order to understand and appreciate relevant reward benefits, organisations must consider internal and external pressures. There are a number of ways which an organisation can benchmark data. Internal and external factors can be utilised to gather insight. 

Examples of internal benchmarking could be; efficiency, payroll, psychological contract, while external benchmarking could include; labour scarcity, salary surveys and government surveys (Taylor & Woodhams, 2022). Organisations must ensure that the information used is reliable. In that, the sources of information can be biased depending on the agenda of the organisation. Therefore, organisations must source information from reputable independent sources, such as government and independent institutions (Carpenter & Pines, 2023). 

A simple method to gain insight would be the use of surveys. Surveys can be conducted both internally and externally. Internal surveys can be utilised through employee voice practices. This method is a simple way to gather basic information, which can be tailored to be quantitative or qualitative in its capture (Allen, 2015). However, these surveys rely on the respondent answering honestly. Further, larger samples would require a restriction on the flexibility of responding. In that, a yes or no answer may not provide much clarity on issues. External surveys can also be used to inform best practice. These can be bought through third parties, or conducted through primary methods. However, third party surveys can be unreliable, and primary methods are extremely time consuming (Stantcheva, 2023).

 Utilising statistics can be another method to quantify a variety of data. Using statistics can be utilised using internal methods, alongside external resources. Internal statistics can be used to gain information on common practices, averages and variation. For example, an organisation may wish to understand the salary of a certain job role, so statistics can be used to create averages easily. External statistics can be particularly useful when understanding large scale data, such as national employment level and economic wealth. However, statistics only provide a snapshot, therefore, it is critical that the researcher must understand the data and interpret the information correctly (Black, 2023).

Both sources of data gathering can provide insight, in order to provide further discussions. Managers can utilise this data to understand averages, trends over a certain period and compare with historic or competitor data. 

A thorough gathering and analysis of data provides managers with the necessary information to create reward practices that are relevant, competitive and fit the organisational culture (Ciff, et al., 2024). For example, the information may show that individuals are underpaid compared to local competitors, therefore, a pay review is required.
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Job evaluation us a systematic process for defining the relative worth or size of jobs within an organisation (Taylor & Woodhams, 2022). Therefore, the process allows professionals to assess different roles within an organisation to evaluate their value in order to create pay structures and hierarchy. Approaches can also, help professionals make informed financial internal and external job impact, create fairness and legal compliance (Taylor & Woodhams, 2022). 

Job evaluation schemes can we divided into two types; analytical and non-analytical. Analytical seeks to evaluate specific job functions and competencies in order to assess their value. For example, skill and working conditions. These evaluations are then compiled into points and then weighted in conjunction with their output (Livy, 2020). This method can be a fair and transparent method of job evaluation, with little room for individual manipulation (Ward, 2024). It can then be easy for organisations to plot the roles based on their overall scoring. However, it can be difficult for organisations to select which factors to assess, and their weighting. Further, due to the complexity of creating the points system, the scheme can utilise significant resources and time (Hallee, et al., 2024). Alternatively, non-analytical methods involve assessing a job as a whole, rather than consideration individual factors (Koziol & Mikos, 2019). This method can be processes quickly. However, while this type of analysis can help broadly assess jobs, it can cause difficulties within equal pay legislation (Equality Act 2010).

Organisations must also evaluate their roles externally, as external factors can apply additional pressures on individual job functions, such as scarcity of resources. Market rate analysis can be utilised to compare internal roles to similar roles externally (Mackay, et al., 2024). Benchmarking helps to compare financial comparators, such as hourly pay and salaries against those of competitors and external organisation (Nunn & Morgan, 2020). Unfortunately, there is no set rate for market rate, so organisations must conduct their own research. For example, a call centre organisation may take a median of all call handler salaries to compare against its competitors. While this can help give a broad idea of their market rate, it can be more difficult within complex organisations with multiple pay bands, or a small organisation. This is due to individual differences such as location, seniority, and performance (Taylor & Woodhams, 2022). Further, employees who may be at the extreme end of pay scales could skew the median, giving a false figure. It is more common, especially within smaller organisations to make individual comparisons. Ultimately, market rate analysis requires a deep understanding of analytics and company structure. It is prevalent that information is accurate, reliable and up to date. Once an organisation has this date it can then implement effective job evaluation in line with its own strategy (Bert, 2020).
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The National Minimum Wage

The National Minimum Wage Act 1998 ensured that there as a minimum level of wage for employees. This legislation ensured that wages were not purely based on market conditions. Therefore, all UK employees are entitled to minimum levels of pay, which is conditional on their age. Specifically, those over 21 (now National Living Wage) is £11.44 per hour, age 18 to 20 is £8.60 per hour, under 18 is £6.40 per hour, and apprentices £6.40 per hour (ACAS, 2024). Organisations must ensure that all their employees are based the minimum level or face potential significant fines (ACAS, 2024). Further, benefits cannot drop employees cash earnings below their minimum wage threshold. For example, organisations offering salary sacrifice for vehicle leasing must ensure the payments do not equate to that employee’s cash earning being less than minimum wage (GOV.UK, 2021). For example, organisations may wish to be fair in their pay structures, so must consider minimum wage criteria against employee’s age.

Equal Pay

The Equal Pay Act 1970 and the Equality Act 2010 sought to eradicate discrimination for differences in pay between sex. Previous to 1970 organisations were within their right to pay male and female employees differently, even within the exact same role. Further, the legislation is not limited to just pay differences, it extends to other contractual entitlements, such as sick pay, annual leave or benefit in kind (ACAS, 2024). 

Specifically, men and women must be paid the same under 3 conditions. Firstly, for like work; this is where male and female are doing the same or similar work. Secondly, work rated equivalent (ACAS, 2024); this is where the level of skill or responsibility and effort are similar, this is usually conducted through job evaluation, but must be fair. Thirdly, work of equal value; this can be where although the roles are different, they make a similar contribution to the organisation, so are of equal value (ACAS, 2024).

Discrimination

The Equality Act provides further protection against discrimination for any protected characteristic. Therefore, when creating reward practices, organisations must ensure the reward structures are fair. For example, failing to make reasonable adjustments, which leads to the employee unable to reach their targets (ACAS, 2023).

Organisations must ensure that while they wish to reward employees, it must be done in accordance with the legislation. Fairness, transparency and clarity all help to ensure organisations remain compliant (Armstrong & Murlis, 2007). Subsequently, providing reward for selective individuals may open the organisation to claims under the Equality Act 2010. Therefore, organisations venturing into reward practices must ensure they have sufficient knowledge of the law or utilise specialist external expertise.
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