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[bookmark: _Hlk206332336]Explain the principles of reward and its importance to organisational culture and performance management. (AC 1.1)

Reward management is the process of recognising and compensating employees by developing and implementing a reward strategy aimed at attracting and retaining top talent. It is guided by core principles such as fairness, consistency, and transparency, and involves a balanced mix of financial and non-financial rewards (Armstrong & Taylor, 2023). 

Fairness 
Employees should believe that their pay and benefits fairly reflect their responsibilities and achievements as well as how they compare to others in the organisation, this is important for maintaining a positive workplace culture (Armstrong & Taylor, 2023), where employees are motivated to do their roles. 

An employee’s perception of fairness, or the absence of it, can often be a core driver of retention. In terms of performance management, fairness can also influence whether employees go the extra mile to achieve organisational goals or meet their own job objectives (Ceplenski, 2013).

Perceived fairness is essential for employee motivation and engagement. However, when rewards are poorly implemented, they can not only fail to enhance performance but also actively demotivate employees and contribute to an unhealthy work environment, ultimately affecting the organisation's culture (Areola, 2024).

Transparency
Transparency in reward systems is essential to help employees clearly understand salary structures, incentives and benefits. A transparent approach ensures employees know what is expected of them and what they can expect in return (Civil Service World, 2014).

Whilst the UK has no comprehensive pay transparency law, UK law requires companies with 250 or more employees to report their gender pay gap (Gov.uk, 2024). Men and women must get equal pay for equal work under the Equality Act 2010 (ACAS, 2024). Transparency is increasingly important. 

Offering transparency around pay and rewards can help build trust within the organisation. Without it, employees may form their own conclusions based on incomplete information. This can lead to dissatisfaction and a breakdown in trust affecting both the culture of the organisation and performance of the employee (CIPD, 2024)

Fostering trust within the organisation can lead to the employee feeling more engaged and valued, which can lead to lower turnover, reduced rates of absenteeism and improved collaboration between teams (Rahamnan, 2023). 

The absence of incentive schemes at Eco-Insulate UK is negatively impacting the overall workplace culture and performance, leaving employees feeling undervalued. Implementing transparent and fair recognition and incentive programmes could boost motivation and strengthen employee commitment which will help with the high turnover rates they are experiencing (CIPD, 2022) (Cotton, Gifford & Young, 2022). 


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

Both extrinsic (external) and intrinsic (internal) rewards play a role in motivating employees. Extrinsic rewards are tangible incentives such as salary, bonuses and benefits, whilst intrinsic rewards refer to the psychological satisfaction employees experience from making meaningful contributions through their work (Hajduk, 2017). Both factors are important for improving employee contribution and sustaining organisational performance. 

Extrinsic Rewards
Since extrinsic rewards are tangible, they are often used to shape employee behaviour and encourage greater contribution. For example, if an organisation aims to reduce absenteeism, it might implement an annual reward programme that recognises the employee with the highest attendance over the year (The Economic Time, n.d). 

Extrinsic rewards can work well to achieve short-term objectives that contribute to broader company objectives, as they can have a powerful and immediate effect (Armstrong & Taylor, 2023). However, their impact on sustained organisational performance may be limited, as the behaviour is motivated by external rewards rather than genuine personal interest. This can lead to a dependence on external motivators instead of fostering internal motivation (Indeed, 2025). 

In the short term, the strong and immediate impact of extrinsic rewards can boost employee productivity by motivating them to complete tasks or achieve specific goals. This can help employees feel valued and appreciated. However, over time, the effectiveness of these rewards may decline, often requiring increasingly greater incentives to maintain the same level of motivation (AIHR, 2024). 

Eco-Insulate UK might consider implementing a team bonus scheme similar to the one used by B&Q. In the scheme, B&Q employees received a fixed payment equal to 3% of their salary every six months if the company met its profit targets. This approach was effective in boosting performance and improving company culture - two areas where Eco-Insulate UK is currently struggling (Suff, Reilly & Cox, 2008). 

However, if Eco-Insulate UK introduces extrinsic rewards without ensuring transparency or fairness, it could worsen existing cultural issues. 

Intrinsic Rewards
Intrinsic motivation arises when employees find their work meaningful, engaging and challenging and when they are given a reasonable level of autonomy. This is alongside opportunities for growth and skill development (Armstrong and Taylor, 2023). 

Intrinsic motivators can lead to meaningful and lasting improvements in employee contribution and long-term organisational performance. They help boost engagement, productivity and overall job satisfaction, as these motivators stem from the individual and the nature of the work itself, rather than relying solely on external rewards (AIHR, 2024). 

While intrinsic motivators are largely beneficial, offering individuals a sense of satisfaction and accomplishment throughout the process, they may not clearly define the end goal or outcome, which is typically associated with an extrinsic reward (Anees, 2021). 

Eco-Insulate UK could enhance intrinsic motivation by providing employees with opportunities to develop new skills and commit to personal growth. This approach could empower employees, make them feel valued and help address the company’s rising turnover issues (CIPD, 2020). 


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

Grading and pay structures provide the framework for organisations to manage pay policies in a fair, consistent and transparent way, while they also encourage appropriate behaviours and performance (CIPD, 2024c), both issues affecting Eco-Insulate UK. 

A grade structure is a hierarchical framework that organises groups of broadly similar jobs into distinct grades, bands or levels. A pay structure, in turn, defines the pay ranges, scales or brackets assigned to each grade, band or level within that hierarchy and provides the framework for pay progression (Armstrong and Taylor, 2023).

A well-designed grade and pay structure should provide transparent opportunities for salary growth, encourage employee motivation and aid retention.  However, if the structure is too inflexible, it can restrict adaptability and make it difficult to adequately reward outstanding performance (Morris, 2025). 

Given that Eco-Insulate UK’s expected performance levels are generally aligned with the concept of measured daily work, I recommend exploring the implementation of a formal pay structure to promote behaviours and performance that support the organisation’s culture and overall effectiveness.

Pay Spine
This is the most used pay structure and allows pay progression to be linked to length of service. A pay spine is based on a series of incremental pay points covering all jobs (CIPD, 2024c).

A key advantage is that pay spines are easy to manage due to their simplicity, which could benefit Eco-Insulate UK being a medium sized organisation, but there is little scope for differentiating rewards according to performance or skill (Armstrong and Taylor, 2023). This can lead to demotivation among employees as they can feel their hard work and achievements are not recognised. 

A disadvantage to a pay spine is that employees may drift up the spine which could become costly to the organisation Eco-Insulate UK, as jobs end up being ranked higher than their actual value (Armstrong and Taylor, 2023). 

Broad-graded Pay Structure
Broad-graded pay structures usually consist of a smaller number of wider pay bands or grades than a pay spine - typically between six and nine per job level. This approach could offers provide Eco-Insulate UK greater flexibility in when managing employee pay based on their skills and experience, while also encouraging professional growth as a path to higher earnings (Armstrong and Taylor 2023). 

However, because it includes fewer job levels, this structure may offer limited promotion opportunities, which can be demotivating for employees at Eco-Insulate UK, who may view advancement as a key incentive for high performance (Indeed, 2025).

Job Family Structure
Unlike the two previous pay structures, in a job family structure roles are grouped within similar characteristics or functions. This concept will allow organisations Eco-Insulate UK to treat the groups differently in terms of reward, development needs or career paths. A job family structure will have separate grades and pay structures for each job family (Reilly, 2004).

This structure helps organisations differentiates pay across market groups and defines clear career paths for employees. Employees at Eco-Insulate UK would gain a more visible framework for progression as it provides transparent criteria for progression, enabling employees to understand advancement steps, and supports the retention of key talent (Armstrong and Taylor, 2023). 


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

Contingent rewards are compensation tied to performance, which can be based on individual, team or organisational achievements. They motivate by influencing employee behaviour and encouraging higher levels of performance (Armstrong and Taylor, 2023). 

Performance-related pay (PRP)
PRP connects salary increases to evaluations of individual or team performance, typically based on pre-agreed objectives. The rewards are usually financial such as bonuses, commission-based schemes or salary increases (Morris, 2025a). 

The effect on individual and team performance is to encourage employees to achieve their targets, which ultimately enhances overall organisational performance. Line managers play a crucial role in implementing PRPs and must ensure fairness and transparency in performance evaluations. If reward schemes are too competitive, they may discourage employees who perceive them as unfair, negatively affecting performance (CIPD, 2024)

Collective PRPs, like profit-sharing or team bonuses, often have a greater impact on organisational performance than individual rewards. Team bonuses can foster cooperation and a shared sense of purpose, boosting motivation. However, if not managed properly, they may also lead to feelings of unfairness if some employees believe they are doing more work than others (Armstrong and Taylor, 2023). 

As Eco-Insulate UK do not currently have any type of incentive schemes, introducing PRPs could be an effective way to motivate employees, drive productivity and enhance organisational performance.

Skills-based pay
Skills-based pay ties salary progression to the acquisition of new skills or qualifications, aiming to motivate employees to pursue targeted training or education (CIPD, 2024c). 

Skills-based pay encourages employees to develop new skills, which can lead to increased job satisfaction and motivation. As Eco-Insulate UK faces concerns over turnover among both skilled and unskilled workers, this approach could motivate staff to take on more complex tasks, enhance overall organisational performance and support employee retention (Polc, 2023). 

Developing new skills among employees can also positively influence team performance. If Eco-Insulate UK adopts a skills-based pay approach, by offering team-wide bonuses when all members acquire a specific skill, it could encourage cross-functional collaboration, promote flexibility and boost both organisational performance and job satisfaction (Reilly, 2003). 


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

Employee benefits are either cash or non-cash provisions that are provided to employees within the reward package in addition to base pay. These can help retain employees and improve employee wellbeing, as well as attracting high-quality employees (Armstrong and Taylor, 2023). 

Enhanced Annual Leave:
Eco-Insulate UK offers 28 days of paid annual leave to most employees, which is the statutory entitlement to all employees under the European Working Time Directive (Daniels, 2025). Whilst this ensures compliance with employment law, I would suggest that Eco-Insulate UK explore the benefits of offering an enhanced annual leave scheme as part of a total benefit package to all employees. 

This can help foster a culture of wellbeing by championing CIPD’s better work and creating a positive working environment which shows Eco-Insulate UK care about their employees (CIPD, 2024). It also boosts employee wellbeing and promotes work-life balance, giving employees additional time to recharge and preventing burnout. This can lead to increased employee wellbeing, productivity and job satisfaction (TheHRbooth, 2025). 

Enhanced annual leave can also attract a better quality of candidates to the organisation and improve retention rates, with employees feeling more motived and engaged (Armstrong & Taylor, 2023). 

Health & Wellbeing:
Introducing wellbeing support for employees by embedding it into the culture at Eco-Insulate UK can help prevent stress and create a positive working environment (CIPD, 2024b). The 2023 CIPD Health and Wellbeing at Work survey reported that employers who invested in wellbeing schemes saw a 48% rise in improved employee morale and engagement (CIPD, 2023).  

Health and wellbeing benefits could include access employee assistance programmes (EAP), free eye tests, private medical insurance or wellbeing days devoted to promoting health and wellbeing (CIPD, 2023). 

Introducing health and wellbeing benefits could improve the attendance of employees, by supporting a healthier and more inclusive culture which helps build trust between Eco-Insulate UK and its employees, as it demonstrates care (CIPD, 2024). 

Unilever champion health and wellbeing rewards through their ‘Healthier U’ programme, which aims to look after employee physical and mental health and empowers them to enjoy a healthy, safe and high-quality 
work-life balance. They believe this enhances employee engagement and productivity, helps to attract talent and improves retention whilst also helping to foster a positive organisational culture (Unilever, 2023). 


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

Recognition schemes are ways to acknowledge employees’ hard work and achievements. These schemes are beneficial as they help reduce employee turnover, retain talent and increase productivity. It is the small things that can make a difference in an organisation (CIPD, 2020). 

Awards:
Introducing award schemes is a great way to not only acknowledge achievements but, when used strategically, can reinforce an organisation’s culture and values. This can have a significant impact on levels of engagement (Lewis, 2017). Awards are more than just financial recognition - they exist to acknowledge and recognise an employee's hard work and dedication, boosting motivation and driving performance (Institute of Directors, 2023). 

Eco-Insulate UK could consider introducing Employee of the Month Award to recognise individuals for effort and achievements. This must be based on clear criteria to ensure consistency and fairness and can help boost pride and morale within the recipients while also having a positive impact on intrinsic motivation and performance (CIPD, 2022) (Cotton, Gifford & Young, 2022).
NHS use Long-Service Awards to strategically recognise and reward employees by acknowledging dedication and valuable contribution. The awards also act as an incentive for retaining experienced staff and contributes to overall job satisfaction and engagement, leading to a motivated workforce (NHS Employers, 2024). 

Non-Cash Rewards:
Eco-Insulate UK employees’ expected performance output is measured only in relation to the notion of daily work. Introducing financial recognition in the form of gift cards or vouchers, rather than cash rewards, can both influence employees’ performance and behaviour (CPID, 2024). 

Cash incentives are often absorbed into everyday expenses, while gift cards provide employees with a guilt-free opportunity to purchase something tangible for themselves. When tailored to individual preferences, these rewards can have an even greater motivational impact. Recognition is all about saying thank you (Rose, 2011). 

Given the challenges that Eco-Insulate UK are experiencing with a negative company culture, considering non-cash rewards as part of wider recognition schemes, can help foster a positive work environment and culture by building a sense of pride and accomplishment (Howes, 2024). 

British Airways employs a multi-layered recognition strategy that includes various channels, such as the Bravo Recognition Scheme - a four-tier rewards system ranging from verbal appreciation to luxury prizes. The programme emphasises that even informal, genuine recognition can help build a culture where employees feel valued, heard and motivated (British Airways, 2025). 


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

The business context encompasses the internal and external environment in which Eco-Insulate UK operates, including the trends and factors that impact its operations. Analysing these influences is essential when developing effective reward strategies (Trapp, 2014). 

External Factors affecting the reward environment:

Industry Trends
According to the latest ONS figures, there are 46,000 job vacancies within the manufacturing sector as of July 2025 (ONS, 2025), with a recent survey from Barclays reporting 75% of manufacturing businesses stating that the largest barrier for growth is skill shortages (Barclays, 2025). 

The labour shortage was intensified by the Covid pandemic, with additional wage inflation and the digitisation of the industry further exacerbating the issue (Mimms, 2024). 

Economy
The wider economic climate, including rising inflation and the cost-of-living crisis, can influence how employees perceive the value of their pay and benefits. This often leads to higher turnover as they seek better-paying opportunities elsewhere.

Financial stress may lead to increased absenteeism as employees struggle with money concerns, but it can also result in presenteeism, where individuals attend work despite being unwell or dealing with personal issues, ultimately reducing productivity (CIPD, 2025). 

Internal Factor affecting the reward environment:

Cultural Expectations
Employees, regulators and stakeholders increasingly expect fairness, equality and inclusion in reward practices. Organisations that emphasise equitable pay and transparent reward systems are more likely to build trust, boost employee engagement and improve retention (Biderman-Gross, 2020). 

Impact these internal and external factors have on Eco-Insulates UK’s reward strategy:

Eco-Insulate UK acknowledges a negative workplace culture, and a lack of a comprehensive reward package has made it difficult to attract and retain talent. To address this, introducing competitive rewards, such as enhanced annual leave or performance-related pay, can make steps towards a positive working environment (Burton, 2024).

Given the challenges presented by the broader economy, Eco-Insulate UK could consider implementing an employee financial wellbeing policy as part of their overall reward strategy. This may include the introduction of an employee assistance programme (EAP) that offers financial advice and debt counselling or providing occupational sick pay to support lower-paid employees in taking time off when unwell without financial hardship (CIPD, 2024).

Introducing competitive rewards based on the internal and external environment could strengthen Eco-Insulate UK’s position in the job market and improve employee retention, but they must ensure fairness, equality and inclusion in their reward practice to achieve this. 


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

Benchmarking involves assessing and comparing an organisation’s pay and reward offerings with those of other companies in the same industry. This process provides valuable insights that help organisations navigate and compete within the job market (Morris, 2025b). 

Salary Surveys (external benchmarking):
Salary surveys are a useful method for collecting and comparing pay data for specific roles across various organisations and industries using quantitative data. Eco-Insulate UK could use this approach to assess whether their current pay rates are competitive within the manufacturing sector (CPD, 2025).

If Eco-Insulate UK chooses this method, they must ensure the data is credible, reliable and specifically relevant to the manufacturing sector. However, conducting benchmarking thorough salary surveys can be expensive, particularly for a medium-sized organisation, and once the data is obtained, additional resources are needed to analyse and interpret the findings (Indeed, 2025).
 
Competitive Analysis (external benchmarking):
Since Eco-Insulate UK do not currently offer a comprehensive employee reward scheme, using competitive analysis as a benchmarking method could offer valuable insights into the reward packages provided by their direct competitors (CIPD, 2025). 

Identifying key competitors and analysing their pay and benefits compared to those at Eco-Insulate UK can help highlight gaps and areas for improvement, ultimately supporting efforts to attract and retain employees (The Reward Practice, 2024).

While this method offers valuable insights, it should be used alongside other benchmarking approaches to provide context, and to help identify any underlying factors within Eco-Insulate UK that may be contributing to the increased turnover of both skilled and unskilled workers (CIPD, 2024). 

Internal Benchmarking:
Internal benchmarking to develop insight for reward focuses on using internal comparisons within an organisation to optimise and align reward strategies such as compensation, benefits and incentives. 

This involves collecting data internally through various channels such as financial data, employee feedback and people metrics. The advantage to internal benchmarking is that it is specific to Eco-Insulate UK. 

Conducting focus groups with employees and key managers at Eco-Insulate can provide valuable qualitative insights into what motivates staff and uncover underlying factors that may be contributing to the rising turnover within the business (Barratt, 2019). 

However, when using internal benchmarking to guide the development of reward programmes, Eco-Insulate UK must carefully manage stakeholder expectations. Failing to meet these expectations could risk demotivating employees (Indeed, 2025). 

Explain approaches to job evaluation. (AC 3.3)

Job evaluation is a structured and formal process used to assess the relative worth of jobs within an organisation. A job evaluation scheme provides a systematic and objective method for evaluating individual jobs, helping to prevent bias or discrimination (ACAS, 2021). It can be carried out using either an analytical or a non-analytical scheme. 

Point Factor Method
Point-factor schemes are the most widely used analytical methods for job evaluation. This approach involves breaking down a job into predefined factors - such as responsibilities, knowledge and skills - and assigning points to each factor according to its importance, which are then totalled to determine the job’s overall score (CIPD, 2025). 

The advantage of this method is that the clear and systematic approach involved creates a transparent and objective pay structure. Additionally, its structured nature promotes pay equity by helping to ensure compensation levels correspond to the demands of each job (AIHR, 2024). 

However, this method is time-consuming and demands substantial resources to implement and maintain it accurately. As a medium-sized private sector organisation, Eco-Insulate UK may find it challenging to adopt with its limited resource (Armstrong and Taylor, 2023). 

Job Ranking Method
The job ranking method is a non-analytical approach that places jobs in order based on their relative importance, level of difficulty or overall value to the organisation. The higher-ranking jobs will receive better pay (CIPD, 2025). 

This method may be more suitable for Eco-Insulate UK to implement, as it is quicker and simpler to create and easier to maintain (ACAS, 2021). However, this method lacks defined standards for judgement and is susceptible to bias from those carrying out the job ranking. It does not measure the specific differences between roles and would not offer a strong defence in an equal pay claim (Armstrong and Taylor, 2023). 


Explain the legislative requirements that impact reward practice. (AC 3.4) 
 
When Eco-Insulate UK consider their reward strategy, they must ensure that it complies with specific employment laws and legislation.
Equality Act 2010 & Equal Pay
The Equality Act 2010 protects employees against discrimination in the workplace and includes nine protected characteristics like race, gender and age. The law mandates that employees should not be treated less favourably due to one of these characteristics (ACAS, 2025). 
When considering rewards, including bonuses and other benefits, Eco-Insulate UK must consider equal pay. By law, men and women must get equal pay for doing equal work and this applies to both pay and contractual terms and conditions (ACAS, 2024). Rewards should be based on clear objectives where merit and contribution define rewards, not gender (Turning Point HR, 2025). 
National Minimum Wage Act 1998
The National Minimum Wage Act 1998 gives the right to employees to receive a minimum hourly rate of pay (Daniel, 2025). 
If employers are considering a salary sacrifice scheme, in return for a non-cash benefit, they must ensure the arrangement does not reduce the employee’s cash earning to below the National Minimum Wage (NMW) (Gov, 2021). 
Dropping below the NMW can lead to a breach of the legislation.
General Data Protection Regulations (GDPR)
The UK General Data Protection Regulation legislation controls how the personal information of employees is used by organisations (Gov, 2018). 
Many organisations use company social media to share the accomplishments of their employees, for example an employee of the month award. By doing so, organisations are sharing identifiable employee data. To ensure this data is being used on a lawful basis, the organisations must be clear and transparent about how this data is used and have the consent of the employee to use it (Pengelly, 2025). 
Companies asking employees to officially opt in to award or recognition schemes, with a clearly written document explaining how their personal data will be used and who has access to it, will provide compliance with GDRP. This should also provide employees with the option to either opt out completely or request that their data is not shared (Davenport, 2020). 
Employment Rights Act 1998
The Employment Rights Act 1998 sets out the rights for all employees and workers to receive a written statement of the particulars of their employment terms. This includes details of terms of a bonus scheme and other benefits the employee is entitled to receive (Daniels, 2025). 
If a reward has been introduced, such as enhanced annual leave or company sick pay, this is a legally binding agreement on the employment contract. Should there be any changes to these rewards, it is important to follow a fair procedure when consulting about contractual changes. This is to avoid any legal claims such as breach of contract or constructive dismissal (ACAS, 2025a). 
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