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5HR03:Reward for performance and contribution

1. Explain the principles of reward and its importance to organisational culture and performance management. (AC 1.1) 
Rewards play a huge role in organisational culture and performance management. When a reward system is well organised and executed, shows in its staff’s performance, commitment and behaviours within the workplace. Armstrong et al. (2023, p133 notes): “different aspects of the reward strategy should cohere with one another, and it must take account of both organisational and individual needs and propose what should be done to their alignment, as far as possible.”

A strong system for reward is imperative to an organisation as it benefits the employee’s lifecycle, especially around aspects of reputation, retention and development. Ensuring an equitable approach to reward takes place makes staff feel appreciated, motivated and that they belong. If Eco-Insulate marries financial and non-financial rewards, will ensure the workforce is motivated both intrinsically and extrinsically.

Principles to consider that support reward and are important to organisational culture consider:

A) Ensuring fairnesss in pay- by reviewing the pay structure and focusing on the protected characteristics ensures financial equity exists across the organisation regardless of a person’s gender, ethnicity etc. This approach shows that Eco-Insulate is dedicated to paying fairly. As a result, employees feel valued and know they won’t be discriminated against, regardless of a characteristic.
B) Not allowing disparities in pay- By taking a preventative approach provides a sense of belonging for employees and creates a culture of trust, which contributes to productivity and performance, (Armstrong et al., 2023).
C) Valuing staff- Providing personal incentives such as memberships to fitness centres, shop discounts and paid leave to study shows that Eco-Insulate recognises the contribution of its staff as well as pays them fairly.

There are many benefits to employees when organisations merge financial and non-financial rewards. Financials rewards such as pay rises, bonus schemes, shares in a company provide appreciation financially. Whereas person recognition such as professional development opportunities, appraisals and exercising flexible working show that Eco-Insulate values the person in the role, which provides long term commitment and retention of talent and skills within, according to Armstrong, 2023.


By combining organisational values to employee recognition methods and providing a fair and transparent reward system reinforces employees that Eco-Insulates values and dictates the culture and behaviours of its staff. According to Lian, H. et al., 2022, social learning theory tells us that moral disengagement is adopted by employees to justify their own unethical behaviour, which can be detrimental to an organisation’s reputation and culture as a whole. 


To conclude, having a reward management system creates a robust organisational culture and results in employees who are engaged and are more productive. As
Armstrong notes that incentives should align with “company purpose,values and strategy.” (2023:312), in doing so Eco- Insulate protects its reputation and well as provides long term success.


When looking at the principles of reward, it’s important to consider how organisations recognise their employees in a process that’s equitable, clear and aspirational for everyone, that make up the culture of the workplace. 

Simply put as Armstrong et al, 2023, p133 notes: “different aspects of the reward strategy should cohere with one another, and it must take account of both organisational and individual needs and propose what should be done to their alignment, as far as possible.”

For reward systems to work successfully, it’s advised to look at intrinsic and extrinsic motivations, which are closely connected to workplace values, culture and performance metrics. Performance related rewards that Eco- Insulate UK adopts should be to achieving its purpose and goals as a system, by enabling its employees to feel valued and appreciated in the process. This benefits the workplace and reputation of Eco-Insulate UK in reflection of the employee lifecycle. 

A reward system that carefully and strategically considers its employees’ accomplishments and raises awareness around this boosts engagement and inspiration. 
According to Armstrong et al., 2023, intrinsic motivation occurs when people feel their work is important and allows them to work with autonomy and trust. When the organisation supports their personal and professional skills, everyone benefits.
 
Extrinsic motivation according to Armstrong et al.,2023 looks at external factors such as annual raises, employee benefits e.g car finance discounts, gym memberships. Both have many advantages and complement one another when looking at employee’s long-term retention within an organisation. Armstrong notes that incentives should align with “company purpose,values and strategy.” (2023:312)

Considering the values of the organisation and linking this with employee behaviours also creates a sense of organisational reward. For example, if Eco-Insulate UK were sustainability conscious in its values, a linkable reward system could be to acknowledge departments that recycle and are paperless, as a result this creates a continuum of workplace connectivity, collaboration and external reward.

According to Lian, H. et al., 2022, social learning theory tells us that moral disengagement is adopted by employees to justify their own unethical behaviour, which can be detrimental to an organisation’s reputation and culture as a whole. 

By having reward systems in place, reduces the risk of any unethical behaviour taking place, as employees are aware of the organisation’s purpose and values and employee’s behaviours are therefore set out to achieve the same goals. 


2. 2.Assess the contribution of extrinsic and intrinsic rewards to improving employee contribution and sustained organisational performance. (AC 1.2) 
Successful reward management has an important place in improving employee contribution and sustaining organisational performance. Armstrong et al., 2023 explains that motivation impacts the goals and aspirations that individuals possess. Motivation seeks to understand how they achieve their goals, this shows up in two forms, which can be intrinsic and, or extrinsic.

Intrinsic rewards look at the individual, their personality and what inspires them personally and psychologically to do the role they do.
Intrinsic rewards focus on:

A) [bookmark: _Int_ewF1HuUC]Appreciation and being recognised- this approach acknowledges the achievements an employee has demonstrated and adopts a sense of belonging and them being valued within the organisation.
B) Development Opportunities- When an organisation provides training, mentoring, study leave and opportunities to grow, it not only appreciates the skills within the workplace, but also benefits the organisation, as it is likely to retain its staff in doing so. As a result, the organisation benefits from a strong and connected workforce, according to Ryan et al,2017.
C) Appreciating autonomy and creating trust- When employees have the choice to own their roles and make decisions that are right for the role, this shows that they are being valued for the role they are hired to do. As a result, employees feel appreciated and are likely to be more productive in their work, resulting in the organisation benefitting financially and reputationally, according to Armstrong,2023.

Extrinsic rewards are practical ways that contribute to promoting a positive workplace culture and highlights the importance of employees working within the organisations values and behaviours.
Extrinsic rewards focus on:
A) Monetary incentives, such as bonuses and investments in company shares, as a method to recognise the employees’ impact on the business. As a result, employees may feel more committed to their roles and are likely to remain within an organisation, knowing extra finances are given on an annual basis.
B) Company rewards include discounts on car insurance, ride to work schemes which can increase employees’ sense of personal fulfilment as well as create an increase in their wellbeing. As a result, employees are less likely to become sick and therefore remain in the business.
C) Opportunities to grow within the business are appealing to employees at all levels of entry. Giving annual appraisals and advertising internal roles boosts drive and ambition to remain within the organisation. As a result, investments made in the individual's professional growth mean that talent is retained, and the organisation can focus on other areas as there is a natural commitment to the company’s values and purpose.

Organisations that have a strong reward process in place contribute to staff’s feelings of being recognised, and appreciated, which in turn means that employees are more likely to stay within the organisation and work towards the aims of the business. This means more profit for the company, which benefits staff further, according to Venketsamy et al., 2024.


Expectancy theory, according to Eccles, J.S. and Wigfield, A., 2020 is the notion that individuals within the workplace are motivated according to the amount of work they put in against how they are rewarded both intrinsically and extrinsically.
By implementing equitable reward systems organisations are likely to benefit from:

A) High retention rates- Employees are less likely to leave as they personally feel appreciated not only by their peers but the organisation as well.

B) Increases in work ethic- When employees are incentivised by a strong reward system, they are more productive as there is a boost in morale. 

C) A robust culture- When reward systems are designed to suit both the business and its people, they naturally promote a sense of psychological safety and create a sense of belonging according to CIPD, 2024. 

Adopting a ‘total reward’ approach shows the organisation values the financial and non-financial benefits that employees contribute to the business, according to CIPD, 2024. Making rewards part of the organisation’s culture means that Eco-Insulate will have a workforce that is productive, feels their contributions are valued and is working towards the company’s goals and vision. 



Armstrong, 2023 explains that motivation looks at the goals and aspirations individuals have. How they achieve their goals and their behaviours in doing so, is linked to their motivation, which can be intrinsic or extrinsic. 
Both intrinsic and extrinsic benefits are crucial when looking at employee engagement and maintaining Eco-Insulate UK’s strategy and vision. Each perspective seeks to understand the physical, mental and emotional drivers. 

Expectancy theory, according to Eccles, J.S. and Wigfield, A., 2020 is the notion that individuals within the workplace are motivated according to the amount of work they put in against how they are rewarded both intrinsically and extrinsically. 

Being rewarded from an intrinsic perspective, for example being appreciated, professional development opportunities, being trusted and recognised along with self-determination theory means that individuals are more likely to be collaborative, feel included and want to remain within the organisation on a long-term basis, based on their personal needs according to Ryan et al, 2017.

Comparatively, when looking at extrinsic rewards such as shares in a company, fitness memberships and being promoted within the organisation, shows the employees that the organisation recognises them, and their commitment is rewarded accordingly. If this is combined with the endorsement of the leadership team, it plays a huge part in ensuring the direction of the business is going the right way, employees are working towards the same mission which means there’s a sense of feeling united and that they belong, according to Venketsamy, et al, 2024.

The rewards raise the profile of working fairly and contribute to professional working relationship values, such as psychological safety and trust. In this instance, according to CIPD 2024, a total award approach encompasses all areas of the workplace that people inherently value. Apart from the financial reasons for coming to work, the total reward package looks at workplace relationships such as being treated fairly and working flexibly. This approach seeks to empower employees to make their own decisions and feel autonomous and more connected to the workplace, in this case, Eco-Insulate UK. As a result, happy colleagues are likely to retain their position in the workplace, which benefits HR resources in areas such as recruitment, onboarding and training. 
 
3. Explain the differences between types of grade and pay structures. (AC 2.1) 

Grade and pay structures are components used by HR professionals to understand how much an employee is paid based on their skills and experience in relation to the needs of the business according to CIPD, 2024d. According to Puranam, 2018, they are important as they focus on equity, being clear and ensuring the needs of the roles are what are required to fulfil the business output, and have been categorised as ‘formal’ and ‘informal’.

Formal structures can be linked in some ways and allow for transparency and consistency across the organisation due to the ways it’s organised. Formal structures can be arranged in job families.  There are many similar jobs that are given specific pay according to their roles, for example the accounts department will have a certain band,and depending on a person’s role and how many years they’ve been working in that role, they will be rewarded, according to CIPD 2024d. 

Comparatively graded structures offer a small number of grades, but a range of pay within the grade according to CIPD, 2024d. An example could be within the NHS, where an employee reaches a senior level at ‘grade 8’ and the grades are given letters 8a,8b for example to determine the role and responsibility attached to it, according to Arthur,2022.  This style of grading is used universally and can apply to all departments, meaning there’s transparency and equity across the organisation. An advantage means that employees can be motivated by performance-related pay or number of years service they have worked. Whereas a disadvantage could mean that some employees are rewarded greater than others, HR must look at appraisals and pay systems closer to ensure there’s equity across the organisation, according to Unison, 2023. 

Informal structures are less prescriptive and are rewarded on a case-by-case basis. An example of an informal structure could be the notion of spot rates. These occur mainly in small to medium-sized businesses, where a fixed amount is given according to the role and business need. It offers businesses the ability to negotiate and recruit the right talent for the role, an advantage is that it also allows for flexibility and type of contract negotiation, saving business costs in the long run according to Tumen, S. (2016). A disadvantage could mean some of the same roles could be compensated for more than others, which could later on cause low morale and lack of engagement if not monitored regularly. 

The main differences between the structures are that formal structures tend to be better suited to larger organisations, such as the NHS. The reason for this promotes fairness and equality across the systems, as well as a clear pathway when recruiting for roles at scale. Whereas informal structures have more room to move and manoeuvre and create roles as and when required, according to the business need and labour conditions, therefore being more suited to smaller organisations.
	
 Finally another structure to consider is information structures. These refer to patterns of employees’ personal behaviour’s and interactions between one another that are not specified by either a formal or informal structure, according to Puranam, 2018. 
 
4. Explain how contingent rewards can impact individual, team and organisational performance. (AC 2.2)

Contingent rewards are associated with organisational achievement and capability, have a big impact on personal, team and company progress and outcome according to CIPD,2024a.

Looking at performance-related pay is one indicator of individual performance. It is a very externally driven motive to inspire individuals with financial rewards that benefit the business, according to CIPD, 2024f. In expectancy theory, individuals perform better if they know that what they do drives results, according to Eccles, 2020 . Whereas pay based on skills requires colleagues to develop a set of skills that match the current marketplace, this then makes them more desirable and likely to progress. Comparatively contingent rewards are likely surpassing intrinsic motivation when extrinsic rewards are overcompensated for according to Buengeler, 2016. 
 
Competency pay is advantageous in teams as it promotes working together, and in doing so teams are likely to communicate more effectively and resolve issues together, according to Dierdoff, 2008 . It’s important to note that there must be a sense of equity amongst the team, other wise organisations run the risk of low morale if workload, praise and reward aren’t recognised as a collective effort. 

Finally, issues regarding organisational performance, contingent rewards are associated with employee’s attitudes in-relation to the organisation’s aims and purpose. This creates high-performing teams and a healthy workplace culture. When looking at the skills and capabilities of the individuals within the organisation, this creates a culture of professional growth, according to CIPD, 2024a. Although rewarding colleagues by length of service can be effective, it’s important to consider that this may not necessarily provide a better quality of work. This is where working relationships are crucial and annual appraisals play a big role. When targets are set for individuals to achieve, regardless of how many years service, they are likely to work towards their clearly defined goals. 

Contingent rewards have their place and make workplaces better in terms of culture, collaboration and individual’s personal and professional growth. Implementing contingent rewards needs to be clear, equitable and inspire individual and team performance according to CIPD, 2024b. The distribution of reward must be spread across the organisation, teams and individuals, because focusing on one aspect could lead to disengagement and silo working in other areas, as well as the impact of having a poor reputation externally, making it difficult to recruit talent in the future. 

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

There are a variety of merits that are offered by organisations, the three types of benefits that will be looked at are working pensions, healthcare and flexible benefits. Merit is often linked to organisational behaviours, which are heavily associated with performance and effectiveness, according to Mullins et al, 2019. 

The benefit of a working pension, where employees pay a contribution towards their retirement in their take home pay, is very popular in many organisations. In the UK there are schemes when employees also pay a contribution to match an employee’s input, according to Gov.uk, 2023. For the organisation, it means they can maintain their existing employees by offering financial security, which can make employees feel committed to the organisation. 

Healthcare is another attractive benefit that is offered by an organisation. There are instances where medical and dental cover are provided to the employees and their family members. This is hugely advantageous as it advocates for employee wellbeing and creates an organisational culture where employees feel motivated and a sense of belonging, as they recognise the efforts the organisation takes to look after them and their family members, according to Timms, 2020. This creates a sense of loyalty and can boost morale too.

Having flexible benefits, where employees can choose which apply to them at any given time of their personal lives, creates a sense of belonging and appreciation that the organisation values their contribution and their long-term growth. Flexible benefits could include discounted membership at local fitness centres, or support with childcare provision. This not only benefits the employee, as they feel they can choose which benefit they need, but for the organisation, it allows them to spend according to individual needs rather than offer everything at every given time to everyone, resulting in reducing company costs in the long run, according to Access People HR, 2024.

Overall, these benefits are hugely advantageous as they allow staff to retain within and drive extrinsic motivation. In return, the organisation benefits from their loyalty, commitment and strong reputation as an organisation to work for, according to Stephen, 2024.

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

There are a variety of merits of different types of recognition schemes offered by organisations, these include formal recognition, informal day-to-day recognition and non-cash awards.

Formal recognition can be celebrated in the form of set periods of the year where staff come together and celebrate one another’s achievements, for example, ‘staff recognition awards’. The merits of the organisation mean that it drives high-performing teams and individuals as employees feel a sense of pride by wanting to take part. When praise is shared publically this can also create a sense of pride, credibility and recognition from the organisation and how it values its staff, according to The Access Group,2024a. Finally, this process is inclusive as everyone is included and made aware of the topics, creating fairness and transparency.

Informal day-to-day recognition is ongoing between teams, managers and individuals. It shares recognition and appreciation for one’s efforts, this can be in the form of an email, in a meeting, face to face and when the person isn’t around, but it is shared with colleagues. This promotes a culture of caring for one another as well as psychological safety, where teams feel connected to the organisation. This simple act of kindness has no financial implication for the organisation but boosts retention and sense of belonging, saving money in the long run, according to Perez-Uribe et al., 2020.


Non-cash awards, for example, theatre tickets, days out, discounted meals create an individualised approach to appreciating colleagues, therefore boosting morale and job satisfaction. This approach is also inclusive and doesn’t discriminate employees based on banding as it values expertise over financial reward. As an organisation or a manager, this can be very advantageous as it caters to individual needs and boosts organisational reputation and retention according to The Access Group., 2024.

To conclude, according to Robbins., 2019, appreciating and recognising colleagues in different forms as mentioned above, benefits the organisation in terms of values, culture and creating a place to work where people feel that they belong and are a part of, this saves costs in recruitment and advertising long term, and means the organisation can focus on its purpose with engaged and happy staff. 


7. Assess the business context of the reward environment. (AC 3.1)

The business context of the reward environment considers both the internal and external factors as to how stakeholders are rewarded and feel included within an organisation. A SWOT analysis would be very useful to identify both the internal and external factors and would then give context and actionable next steps for the reward environment according to Phadermrod, et al., 2019.

Internal factors look at the labour focus including branding, how to recruit, legal and environmental aspects when thinking about long-term planning and retention strategies according to Moore, 2024. In tight labour markets, organisations must ensure there are strategies to entice new talent, ideas such as offering wages that are above the average for a particular role according to Williams, 2024. Also considering the external factors means that the long-term impact would be that employees feel valued and are likely to be retained, it’s also cheaper than finding agency staff which can be inflexible, cost more in training and constantly require new resources for sustainability of roles.

An example looks at the economic outlook which affects how a business rewards its stakeholders. When the economy grows, organisations see increases in pay as assurance presents itself which supports the retention of employees.  Equally, when the economy takes a negative turn, we may see organisations not give out rewards such as shares or dividends to retain budgets and keep the business going without compromising staff. The long-term impact, with costs of living increasing, could mean employees feel that may need to seek alternative employment, take sick leave according to Goodwin, A. 2024, therefore, organisations need to offer additional rewards as a package when an employee joins an organisation, flexible working could be very appealing to many. 

To summarise, both the internal and external factors must be considered when looking at the business context of the reward environment. Organisations must consider the employee lifecycle as a guide when making decisions about the reward environment on the individual, team and organisation. With the lifecycle in mind, internal factors such as branding and recruitment will ensure the organisation is working in real-time and with its employees’ needs in mind. This will have a great advantage when it comes to external factors, such as pay assurance and living costs to ensure employees are being rewarded accordingly. 
Eco-Insulate UK must work in an agile way, monitoring both internal and external factors periodically to ensure the employee lifecycle is at the heart of its decision-making processes. 

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

There are several ways to gather and measure benchmarking data to develop insight. Government statistics and surveys, reward and salary surveys and payroll data will be studied. To understand the rationale, it’s important to consider how reliable and valid each piece of data is to the business.

Government surveys and statistics are very insightful as they provide information such as insights into wages earned according to ONS,2025 as well as the number of hours worked, rates of employment and unemployment as well as court cases and settlements in pay. Government surveys are very reliable as they are official sources that are heavily reliant on supporting organisational trends, which businesses use in the recruitment and planning process, according to Heffetz et al, 2019. It’s important to note that a potential downside to government surveys is that they may not be organisation or industry-specific and provide a general approach based on overall population response. Their date of release can quickly become a source that’s obsolete due to its late release date, therefore organisation’s must be aware of current trends and monitor their own data to gain a picture of their organisation in real-time. 

Reward and salary surveys are another effective way organisations provide benchmarking data and insights; these can be effective as they look at market trends and ways to support employee retention against the current market conditions, which means the people practice can succession plan effectively according to Sexton, J.B. et al., 2017. In terms of benchmarking, this can apply to the current labour market.

However, it’s important to question the reliability of the number of people who completed the survey, ensuring there’s a variety of roles and for organisations to make sure that the surveys are credible and to compare the data to other sources, this will provide more of an accurate picture of what is happening both internally and externally and how it relates organisational reward and performance. Evidence based reward management is a powerful tool to compliment how organisations benchmark data as it focuses on a systems based approach, which can support the organisation when justifying its approaches, according to Armstrong,2023.

Finally, payroll data can be accounted for instantly and provide insights into wages, hours worked beyond contracted hours, labour markets pay for the same role for the businesses. This data is reliable and correct as it was created by the existing people staff. The organisation needs to compare the insights with similar organisations, this will give an overall view of exactly what’s beneficial for business and fair judgements can be made, according to Gopalan, R. et al., 2021. The usefulness of benchmarking data this way be compared to making sure there is fairness, transparency and consideration before final decisions are made.
 
9. Explain approaches to job evaluation. (AC 3.3) 

The job evaluation process requires businesses to take a systemic approach to ensure there’s equity, transparency, competitive pay and a fair look at the various roles within any company according to CIPD, 2022g. The two approaches are formal, informal, analytical and non-analytical. These approaches consider the legislation around fair pay across the system. 

The informal method, whilst with some flexibility is heavily reliant on the leader’s decision and perception, this can cause bias and not consider the opinions of others who offer knowledge to gain diverse perspectives in the process. Despite its efficiency it isn’t standardised, and in terms of providing equal pay, it requires more evidence to balance against the structures of pay according to the variety of roles within an organisation, according to CIPD, 2024d. 

Whereas the formal approach has more structure and standards that are prewritten, which makes it more straightforward to mark against a given framework when conducting the job evaluation process. One of the benefits includes understanding the laws of employment which means there’s evidence and strong reason to promote and account for variability in pay, according to Armstrong et al, 2023.

The non-analytical approach is heavily reliant on comparing approaches e.g job matching, despite this process being more straight forward it is less accurate and may not be upheld due to its lack of thorough assessment of each role and its scrutiny process with it being based on opinion and not evidence base. 

The analytical approach is standardised and has specific scoring methods to ensure the role requirements are appropriate for the organisation’s pay structure. It can be clearly scored against and has legal robustness in its approach. It is regarded highly and can be justified as it avoids complexity and is simple to operate according to Armstrong,2023.

To conclude, the appropriate method must consider the number of employees a company has. When looking at pay structures the formal and analytical ways will give justifiable methods around wages and equity according to CIPD,2024d. Comparatively, the informal and non-analytical ways will be more straightforward and less taxing on HR resources, however, there are more risks and consequences in financial disagreements around pay. Considering all aspects of the job evaluation process means equity, transparency and fairness are presented across the board where everyone’s pay structure is according to a well-carried-out process.


10. Explain the legislative requirements that impact reward practice. (AC 3.4) 315

Several legislative requirements impact reward practice, every organisation has a duty to their businesses and colleagues to protect their employees pay and have laws to protect their rights.

Some of the most important legislative requirements include the Employment Rights Act 1996, where employers must provide payslips that consist of gross and net pay, along with deductions such as student loans and pensions, Daniels, 2019. The impact this has on reward practice means that employees are aware of what they are entitled to, and can query any concerns they have around their pay when speaking with HR.

The Gender Pay Gap is an important piece of legislation especially for large companies as they are required to present any gaps in pay amongst their male and female colleagues, according to Office for National Statistics,2024. This legislation is very impactful in terms of the impact on reward practice,as it means there’s transparency in gender pay and gaps can be easily identified and held to account, according to CIPD, 2019a.

The National Minimum Wage Act and National Living Wage outline the least amount of hours workers can work and the pay they are entitled to according to a legal framework according to Gov.Uk, 2024a. The impact on reward practice means that every worker who works for the national minimum wage is compensated according to legislation. This means that companies are complicit with the laws and means disputes around pay are minimised as there is a national standard. 

When businesses are complicit with legislative requirements it means they build their reputation and are equitable in their approach. Most importantly they show they are following the legal requirements for their business to operate as a business amongst its customers and employees, this is clear and appropriate when it comes to the reward practice and means they upheld their professional reputation and save costs in the long term according to Cotton, 2024. 
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