
Organisations use pay and benefits as one of the crucial aspects to attract, retain and engage employees (CIPD, 2024a). In the organisational context, the term 'reward' refers to financial provisions and non-pay benefits. Financial provisions include things like cash pay, benefit packages such as private medical insurance, etc. On the other hand, non-pay benefits include opportunities for personal and career development, flexible working, chances to be involved in decisions that impact employees, etc (Taylor & Woodhams, 2022). 

Organisations need to pay attention to key principles when implementing and maintaining a reward system and effectively communicate. First and foremost, organisations need to ensure their employees are rewarded for their contribution fairly and consistently, and this process is transparent across the organisation. To effectively carry out these, they need to have comprehensive policies in place. Secondly, as stated above, not all rewards are based on money. Rewards can be divided into intrinsic and extrinsic rewards. Intrinsic rewards refer to aspects that form part of the work, such as meaningfulness, offering a sense of challenge, etc. Extrinsic rewards include pay, opportunities for training, a comfortable work environment, etc. (Taylor & Woodhams, 2022).

Although reward is an excellent way to motivate employees in line with the organisation's goals and strategic priorities, it could be viewed as a double-edged sword. Not all employees prioritise either extrinsic or intrinsic rewards. To alleviate this, the organisations ensure an effective reward system to attract both groups, such as using a mixture of intrinsic and extrinsic rewards in line with organisation’s strategic priorities. Simultaneously, rewards and their management in an organisation demonstrate to employees the organisation's culture and their prospects and chances in that organisation. For example, based on the reward-related policies and practices, employees will perceive their career development opportunities, well-being, job security and work-life balance. Since reward is an emotive issue, employees are likely to have strong feelings and judgements about what is 'right' and what is 'wrong'.  Trust plays an important part here. 

To effectively address this, organisations need to ensure their commitment to these policies. As part of this, they need to clearly communicate the organisation's reward philosophy, practices, and policies to their employees. Secondly, they need to follow the above-mentioned principles and guidelines to demonstrate their commitment to them (Taylor & Armstrong, 2020).

For example, employee performance needs to be recognised as part of the rewards; this could involve the employee when setting up personal development plans and training opportunities, involving them in the job design when reviewing job responsibilities, etc., in addition, to paying benefits that are in line with their performance. These practices should be transparent and consistent (Taylor & Armstrong, 2020).
Organisations offer both intrinsic and extrinsic rewards to employees, ranging from monetary payments to improved work conditions, to enhance their performance in line with the organisation’s goals and strategic priorities (Özutku, 2012). 

Intrinsic rewards are aspects embedded in the job, such as autonomy, responsibility, variety, reasonable task challenges, personal satisfaction, increased self-esteem, etc. Extrinsic rewards are external to the job and include pay, benefits such as private medical care, job security, bonuses, pay rise, etc (Taylor & Woodhams, 2022). 

A whole cohort of theories called motivation theories explored the influence of rewards on employee contribution. Social exchange theory suggests that when people are treated favourably, they are inclined to return the kindness. Likewise, Expectancy theory suggests that people act in a certain way to get a desired result or outcome, in other words they avoid behaviours that led to undesired outcomes (Wietrak et al., 2021).

In an organisational context, if an employee prefers extrinsic rewards, they will be motivated to perform as per the organisation’s expectation to attain the rewards, which benefits the organisation. However, theorists like Ishikawa offered some criticism towards monetary rewards. They argued that incentive systems could be counterproductive and employee performance potentially destroys teamwork. On the other hand, employee performance does not always solely depend on the individual’s effort; there are other factors beyond the employee’s control that play a part. So, if an employee perceives that he wasn’t rewarded for his effort it might result in reduced performance, decreased job satisfaction and engagement (Özutku, 2012).

Self-determination theory explains intrinsic rewards and motivation well. This theory posits that individual wants to have control over their own lives; in an organisational context, this means that they like autonomy and control over their job tasks. The other aspect denoted by this theory is competency; people have an internal need to develop mastery in tasks that mean a lot to them. Finally, people like to relate to people like them and have a need to share meaningful experiences (Wietrak et al., 2021).

Based on this, if organisations offer task autonomy, involve employees in job design, offer skill variety by offering multiple tasks, offer career development and training, and offer constructive feedback, appreciation, and recognition, the employees are likely to perform well, which will benefit the organisation (Armstrong, 2014).

However, the reward system should be handled carefully by the organisation's employees, who have strong feelings about right and wrong. It will present challenges to organisations in satisfying everyone. Organisations need to communicate clearly about the reward system principles, policies, and procedures to employees, and demonstrating by following these practices themselves may help deal with it, otherwise, it has a risk of damaging employee’s trust with the organisation.
In summary, if organisations use reward systems effectively, they will motivate employees and increase their performance, engagement, job satisfaction, organisational commitment, reduced turnover etc. 


Pay structure determines pay ranges or spans attached to each pay level and contains the number of pay grades the organisation has.  Pay grades denote where a particular job sits within the pay structure (Armstrong, 2014). 

To explain the different types of grades and pay structures and their advantages and disadvantages, the following two structures are considered:

Narrow-graded
Large, bureaucratic organisations generally use this pay structure as it has firmly defined hierarchies. It usually has ten or more job grades, and the progression is linked to job length of service. Public sector organisations like the NHS uses this hierarchy. Here, pay progression occurs frequently, but the pay range will generally be between 20% and 40%. Therefore, it will not give scope for too much pay progression. One of the prominent characteristics of this structure is that a person's status is attached to their pay grade (Armstrong, 2014). 

This structure has several advantages, such as providing a clear indication of pay relativities, offering control and being easy to understand which is essential to demonstrate equity in large organisations. However, it creates hierarchical rigidity. Due to this, it is not suitable for a decentralised organisation (Armstrong, 2014). Since the range of scales is limited for a grade, an individual may reach the top of their grade within a few years. Therefore, the individual can only get a pay increase if they move up a scale or get promoted to another grade or via the periodical uprating of pay levels (Unison, 2019).

Broad-graded
This pay structure is constructed by a smaller number of broader pay bands, generally six to nine. Since, it has relatively limited number of grades, they generally get defined clearly and accurately, which facilitates better understanding when grading different jobs in addition to give some flexibility in pay grades compared to narrow graded structure. The pay range will generally be between 50% and 80%. Here the pay progression occurs in relation to contribution. (Armstrong, 2014).

When considering advantages, just like a narrow-graded structure, a broad pay-structure also offers a clear indication of pay relatives. However, the broader grades accommodate far better clarity and offer flexibility (Armstrong, 2014).  Equally, it has some disadvantages, like giving too much scope for pay progression, and it could not be easy to control despite the control mechanisms. For example, the job role's base rates were defined through job evaluation. Since performance is linked to pay progression, the focus may shift from job evaluation to evaluating an individual's competency and skills. This might result in pay inequity and equal pay claims (Unison, 2019). 

Organisations may adopt different contingent strategies such as performance-related pay, competence-related pay, contribution-related pay, skills-based pay and service-related pay (Taylor & Woodhams, 2022). To explain how contingent rewards may impact the individual, team and organisational performance, the following two were considered:

Performance-related pay 
This reward follows the philosophy that the person contributing more should be paid more. It can highlight the crucial performance areas and behaviours valued in the organisation and of high performance in general (Armstrong, 2020). Research suggests that it plays a role in developing the workforce's abilities, knowledge and skills towards innovation and creativity, these are essential for organisations to sustain and excel in the modern-day competitive business world (Khan et al., 2020)

Individual, team and organisational performance
Research shows that individuals are motivated and show high responsiveness to competing with their colleagues when the rewards are aligned with certain tasks. This increases employee commitment and attachment to their job roles, and they dedicate themselves to broadening their knowledge and are willing to invest their skills in the organisation (Kahn et al., 2020). 

However, team members who didn't receive performance-related pay will likely be demotivated. In addition, if the team members feel this scheme is unfair to them, it will negatively affect the team and their productivity, create more dissatisfaction, and mitigate teamwork (Armstrong, 2014).
Based on this, performance-related pay motivates individuals and gets them more engaged with the organisation, which is likely to improve the organisation's performance. However, if other employees perceive this as inaccurate, then it demotivates them and negatively affects the organisation's performance.

Team Pay
Here, payment will be given to formally established team members on an ad-hoc basis for their exceptional achievement (Armstrong, 2014).

Individual, team and organisational performance
This reward could potentially motivate and persuade the less effective team members to improve their contributions. On the other hand, some individuals may see this payment as unfair, as their hard work was not rewarded, which might create dissatisfaction and affect their performance. This might create disputes and affect team cohesion (Armstrong, 2014). 
However, team pay believed to enhances the following among teams: corporate behaviour, multitasking, flexible working, and teamwork. On the other hand, the team members could calculate a minimal contribution effort that could be sufficient for a collective reasonable reward. Although it has a positive and negative impact, research suggests the positives outweigh the negatives, and it improves organisational performance (Armstrong, 2014).

Based on the above, contingent rewards have positive and negative impacts on individual, team, and organisational performance. Careful consideration of which reward is suitable for the organisation's strategic priorities, in addition to establishing fair, equitable, and transparent reward policies and processes, helps mitigate any negative impacts of these rewards.
Organisations pay employee benefits in addition to pay and form part of the total rewards (Armstrong, 2014). The organisations offer various benefits, such as workplace pensions, holidays and time-offs, healthcare and risk benefits, etc (CIPD, 2024b). On the other hand, offering competitive pension packages helps employers recruit and retain talent. Research suggests a comprehensive benefits package enhances employees’ commitment, performance and loyalty to the organisation. However, the organisation needs to consider their organisational priorities and employee preferences before establishing and offering benefit packages (Hr, 2024).

Workplace pension
The employer sets it up, and both employee and employer are required to contribute to the fund. It offers merits for both employees and the employer. Employees can build money for life after retirement and have their employer contribute to it. They can have peace of mind as it offers financial security after retirement, reducing stress about their future. In addition, it provides tax relief in the UK if the employee contributes to it, and they can have early retirement if they choose to or due to life events such as ill health (CIPD, 2024c). 
In addition, the organisation has a chance to demonstrate its commitment to legal and regulatory requirements and build its brand as a preferred employer (CIPD, 2024c).

Healthcare and risk benefits
Organisations offer employee assistance plans, eye care vouchers, life insurance, occupational sick pay, programmes encouraging physical fitness, etc. (CIPD, 2024b). Nowadays, workplace stress is one of the biggest challenges that organisations face. Offering healthcare packages attracts potential employees and keeps the workforce healthy, which reduces absenteeism and increases productivity. On the other hand, these packages allow employees to access the treatments they require, improving their physical and mental well-being and increasing their job satisfaction and productivity (Goldstein, 2018).

Holidays and time off
Employers must legally offer certain days of annual holidays and other time off from work leave. A CIPD survey found that most employers provide more than this legally set amount of days (CIPD, 2024). When considering paid annual holidays, it gives the employees a chance to have a break from the work routine. Taking a vacation improves physical and mental well-being and ensures a work-life balance. It also benefits employers, as taking annual holidays reduces employee burnout and increases their creativity and productivity (Zucker, 2023).

Recognition generally refers to the organisation recognising the employees' efforts and work achievement and showing desired behaviour and outstanding performance (CIPD, 2022). There are different types of recognition schemes available, such as day-to-day recognition, formal recognition, public recognition, etc. (Armstrong, 2007).

Day-to-day recognition
This is most effective when this type of recognition is practiced on a day-to-day basis. It motivates the employees as their manager is paying attention to their efforts; at the same time, it is a great way to monitor performance without overly scrutinising the employees.  Appreciation can be expressed through verbal praise, handwritten notes, etc. On the other hand, it gives the employees a chance to align their efforts and behaviour with the organisation (Armstrong, 2007).  For example, a study found that an attendance recognition programme involves senior management, and recognition reduces absenteeism among employees (CIPD, 2022b). 

Day-to-day recognition will work well when it's extended in a workday's routine and offered soon after the identified event.
However, it needs to be handled carefully; for example, the employee will immediately spot if the recognition gesture is not sincere. By practising it responsibly, the organisation can send a subtle message to employees that "the way things get done" in the workplace. When it implemented in each level of management, then foster a culture of recognition and creates a harmonious, positive and appreciative work environment (Armstrong, 2022b)

Formal recognition
This recognition scheme offers tangible recognition such as gift vouchers, holidays or trips, weekends away at hotels, etc. If it fits the work team, it could be outings, parties, meals, etc (Armstrong, 2007). A study by the International Society of Performance Improvement found that this kind of recognition increases employee performance by 22%, and team recognition increases performance by 44% (Personnel Today, 2013). 
Another study found that a single team member's motivation may create positive spill-over effects among other team members, especially when the recognised team member is a central figure in the team (CIPD, 2022b). This helps to reinforce the expected employee behaviour, organisational culture, teamwork and corporate culture (Armstrong, 2007).

All the same, this type of recognition needs to be handled carefully, as when someone is recognised, it gives a subtle message to others who were not recognised (Armstrong, 2007). It could create envy and resentment among other employees, which negatively impact teamwork, performance, and productivity (CIPD, 2022b).

Businesses are prone to face the impact of external and internal factors, and the reward environment is also affected by these (CIPD, 2018). Two business tools can be used to assess the impact of these factors, SWOT and PESTLE. For example, SWOT, the acronym, stands for Strengths, Weaknesses, Opportunities, and Threats concerning an organisation. Carrying out this analysis will assess these factors and enable them to embrace new technological advances and adopt various flexible working models (CIPD, 2024e).

SWOT could highlight that Eco-Insulate needs to modify its rewards and recognition schemes in the post-pandemic hybrid work, flexible and remote work environment and think of ways of measuring productivity and performance. Various sources reported employees’ performance was impacted due to them moving to remote work and then returning to hybrid work/flexible working, while some remained remote workers (CIPD, 2021b). Due to this, the usual way of measuring performance and productivity becomes a challenge; in addition, traditional practices of face-to-face recognition or social praise in team meetings require alternative ways. Some software programs incorporate recognition and praise functions, such as Microsoft Teams, but the software is nowhere near an in-person appreciation. Giving gift cards may be another way of recognising and rewarding employees in the post-pandemic era (Stone, 2023). Organisations must select rewards that align with their workforce, organisational goals, and financial availability.

In addition, extra care and attention and a holistic approach to employee well-being, such as offering adequate equipment for remote working, mental well-being support, and occupational health support, could show the organisation’s commitment to value and recognise its workforce (CIPD, 2024c).

The second tool that Eco-Friendly can use is PESTLE analysis. It will give useful information about the political, economic, social, technological, legal, and environmental factors impacting the business (CIPD, 2024e). For example, this could highlight the impact of the increase in national insurance on Eco-Insulate. 

The government’s decision to increase national insurance directly impacts UK businesses. One of the UK’s leading lobby groups, which speaks for 170,000 firms, suggested that companies were negatively impacted by the government’s decision (BBC, 2024). 

In the post-pandemic world, organisations still face challenges in offering or maintaining comprehensive rewards, which are crucial to attracting and retaining employees. Some announced salary freezes and pay cuts to face the challenges in the uncertain environment (Brown, 2023). On top of this, the additional burden of national insurance increases will further urge organisations to look for cuts; they might potentially decide to make changes and save money in their reward system. This will affect the employees negatively.

Employees are the human capital of any organisation; therefore, nurturing and recognising their talents are necessary to maintain their performance, productivity, creativity, and innovation in the hypercompetitive business environment (Armstrong, 2014).
Benchmarking is the process of comparing a company’s performance and practices against the best-performing competitors in the sector. It helps to identify opportunities for improvements and strategic developments (Babovic et al., 2012).

Benchmarking can be done in various ways, such as internal, external competitive, external functional, and external general benchmarking processes. Whatever the method is chosen, the aim and focus is to make improvements via analysing own practices among competitors (Babovic et al., 2012). The following techniques can be used to gather reliable benchmarking data.

 Employee attitude or opinion surveys (gather internal data)
These surveys help to understand the employee attitudes and satisfaction levels of various parts of the job, which will be used as a valuable resource in the benchmarking process. CIPD people and people offer these well-tested and professionally created questionnaires, as well as performance employee questionnaires, IES engagement surveys, etc. (Armstrong, 2014). These surveys provide valuable insights into employee attitudes; this can be used along with the turnover rates, performance management reports, financial incentives, and managerial reports. It will ensure that all data used in the process are current, evidence-based, reliable, and high quality (Briner, 2018), which is crucial for the benchmarking process. This helps the organisation from falling into relying on traditional practices or opinions of a particular staff group, potentially leading to compromised decisions.

CIPD’s Pay performance and transparency report
This is a valuable, reliable resource which looks at how pressures like economics and market trends impact pay increases, what the ways of checking employee understanding of pay issues and provides ways companies can assess pay inequalities. The data is evidence-based, and the responses are gathered from private, public, and voluntary sector organisations. (CIPD, 2024g). Organisations can compare these measures against their compensation strategies against this benchmark, understand their positionality, and, if needed, look for ways to improve their practices.

ONS Statistics
It’s the UK’s largest independent statistics producer and provides retail sales index, gross domestic product and the UK balance of payments. It gives businesses invaluable information on identifying broader market trends, and they can use this data as a benchmark to measure company performance, especially on key metrics like turnover, employment level and productivity (ONS, no date). It will allow them to see how the competitor within their sector is performing. Based on this, the organisation can identify areas for improvement and think about strategic developments.


Job evaluation is the process of determining the relative importance of an organisation's different jobs (ACAS, 2014). 
Analytical job evaluation
It focuses internally on the organisation and ranks jobs and their relative importance. Two main methods come under this:

Points-factor rating
Here, the jobs are broken down into key elements. It is based on the assumption that each key element will contribute to the job site. All jobs will be evaluated, and points will be allocated under each key element to indicate the extent to which each element is present in the job. These scores will be added to give a total score representing the job size. The following methodologies are used in this approach.
The advantages of this approach are that it provides a rationale that helps to design graded pay structures and can adapt well to computerisation. Since it is objective, employees have more faith in this approach. However, it still involves judgements when defining factors for each job, hence not being entirely objective.




Factor comparison
It involves comparing jobs factor by factor using a scale of money values to indicate a monetary value for the job. It could follow a graduated factor comparison with graduated scales or an analytical factor comparison with a number of pre-defined factors. However, this method is not widely used now. 
The advantage of this approach is that it could be used in benchmarking exercises. However, there won't be defined yardsticks, therefore, it appears to be more subjective (Armstrong, 2003).

Non-analytical Approach
The following methods come under this approach:
Job ranking
Here, whole jobs are compared with each other and arranged in order based on their value to the organisation. The comparison may be made based on factors such as the level of responsibility. It is a simple method and can be understood easily. However, there is no analytical framework, so there is nothing to ensure proper consideration is given to each key characteristic of the job.  

Paired comparison ranking
It is a statistical technique used to evaluate jobs. The principle behind this is that comparing one job with another will be more logical rather than comparing a group of jobs, which is considered an advantage of this method. It follows a methodical approach in allocating points for each job. However, there are no defined characteristics to compare; therefore, it may not be fully objective.

Job Classification
Here, the jobs are slotted into grades and form a hierarchy based on the essential skills and decision-making responsibilities. However, the characteristics are not assessed separately in comparison with other jobs. It is one of the most used evaluation methods as it is simple and easily understood. However, this method is not suitable to evaluate complex jobs.



Market pricing
Here, the pay for the jobs will be assessed using market rates for comparable jobs. It is essential to develop a structure. This could be done by analysing the published pay surveys, conducting special surveys, or getting advice from recruitment consultants and agencies.
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In the UK, several legislative requirements impact the reward practice; there of them were taken for discussion below:
Equal Pay
In the UK, the Equality Act 2010 requires organisations to pay equally to workers for the equal value of work they contribute.  If equal value wasn’t paid for the equal amount of work done based on gender, then the organisation has to deal with pay discrimination. Organisations need to be careful when defining their pay and reward policies and procedures and ensure they abide by the Equality Act 2010 legislation. Here, equal work is denoted as ‘like work’ that involves similar knowledge and skills to perform similar tasks. Not complying may lead to occupational damage and legal claims for the organisation. Additionally, the Equality, Race and Disability Bill extends this right of equal pay claims to Black, Asian and other minority workforce, including disabled workers (CIPD, 2024g).

National Minimum Wage
Employers need to fulfil the National Minimum Wage (NMW) Regulations and pay their employees at least the set hourly rate. This legislation applies to full-time and part-time workers and apprentices. The rate is determined by age, and the employer needs to issue itemised pay statements. (ACAS, 2024). The employer needs to keep records of payments for at least three years. Employees can ask to see the records if they believe the National Minimum Wage regulations did not pay them.  Any employer who hasn’t adhered to the NMW regulations will be subject to a £20,000 fine per employee; the organisation will also face reputational damage (Daniels, 2022).

Gender Pay gap reporting
CIPD (2024h) defines gender pay gap as “a measure of labour market or workplace disadvantage, expressed in terms of comparing men’s and women’s average hourly rates of pay”. In the UK, the law requires many organisations to provide their gender pay gap report, and failing to do so may result in penalties. The report makes a moral case for the need to make progression opportunities more equal for all employees and highlights the gender pay gap within the organisation. This report is not about reporting a detailed ‘who earned what’ but gives a comprehensive report on what women earn compared to men in a given year. Organisations that have more than 250 employees are required to make suggestions to close this gap (CIPD, 2024h).
