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Introduction 
Reward is the provision of financial and non-financial offerings to employees (Cotton, 2024).  There is a requirement to provide with certain provisions to comply with the law.  However, there are many benefits to offering enhanced benefits such as increased attraction, motivation, retention and productivity of staff.  Throughout this report, advice and supporting information will be provided to allow Eco-Insulate UK to consider the potential options to develop a fair, equitable and consistent reward framework to assist the organisation in delivering its objectives.

Explain the principles of reward and its importance to organisational culture and performance management. (AC 1.1) 
Reward is how employees are renumerated for their contribution to an organisation.  This has traditionally been the provision of pay but there has been a shift towards offering other benefits.  (Cotton, 2024). Aside from pay, reward can be one or a combination of multiple elements and can be extrinsic or intrinsic.  Strategic reward is the implementation and often documentation of reward approaches which should align with the culture and values of an organisation and should promote achievement of organisational objectives through staff engagement, motivation and recognition of performance. Total reward is everything that an employee receives from the organisation which can extend further than pay and benefits in to more intrinsic reward (Cotton, 2024).
The main principles of reward are that it should be fair, consistent and transparent, promote organisational culture and values and behaviours through pay approaches which encourage these, encourage performance and be both vertically and horizontally aligned to the organisation’s strategy and other people policies (Cotton, 2024a).  
Evidence shows that reward can help to engage and motivate employees which in turn drives induvial and organisational performance (CIPD, 2022) with some studies stating a doubling of performance with utilisation of incentives (Condly, 2003).  In most reward approaches, performance becomes much more defined and is assessed regularly which promotes fairness. transparency and accountability which can drive a positive culture (Gifford, 2025).
The principles of reward help to promote a positive culture and increase performance, both of which are notably low in the case of Eco-Insulate.  A review of the current rewards offered could help to attract, motivate and retain staff as well as promoting a more positive culture where staff are engaged and performing.

Assess the contribution of extrinsic and intrinsic rewards to improving employee contribution and sustained organisational performance. (AC 1.2) 
Extrinsic rewards are tangible and visible rewards such as pay, tangible benefits and bonuses.  Intrinsic rewards are other benefits, often psychological, which are achieved through the work, such as autonomy, creativity, fulfilment, and personal growth. Extrinsic rewards are more traditional, and the demand and provision of intrinsic rewards has become more visible in recent years (Hajduk, 2017).  Intrinsic rewards are supplementary to extrinsic rewards; however, they are not focused on by all organisations. 
Extrinsic rewards are a need for all employees, and there is a need for the reward to be considered as fair for the work provided and competitive to attract and retain employees.  Research has shown that whilst extrinsic rewards can assist with the attraction of employees, the retention of employees is highly impacted by intrinsic rewards (Cotton, 2020).  Extrinsic rewards can be demonstrated within recruitment processes and employees can see what benefits they are receiving which can be a motivator or demotivator.  There is a need to continually monitor and benchmark to remain competitive.  
Intrinsic rewards can be beneficial to employee engagement, attendance and motivation which can increase productivity and boost retention (Indeed, 2023) however, there is a need for the work to be considered meaningful and therefore, may not be suitable for certain roles.  There may be a difficultly in demonstrating these rewards within recruitment and therefore, there would be a need for a competitive extrinsic package to attract applicants.  
To gain competitive advantage and benefits from rewards, they need to appeal and motivate employees. Therefore, it is important for organisations to understand the needs and motivations of their employees to tailor the rewards offered and it is likely that this will alter over time. 
When we consider reward in relation to motivational theory, basic pay would sit within the safety element however, intrinsic reward, such as achievement, job satisfaction and autonomy would sit in the self-esteem element of the structure, thus, indicating that as these rewards may contribute to a higher performing employee. That does not mean that pay is not important, it is foundational but to achieve more, there is a need to provide more than just pay.
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Learning Zone (2024)
Similar, with the Herzberg Motivation- Hygiene Theory, salary and other reward is seen as a hygiene factor but recognition, achievement, responsibility, meaningful and interesting work and growth are seen as motivational.  This theory assumes that hygiene factors will satisfy or dissatisfy workers if not appropriate but motivating factors will have an ongoing and positive impact on motivation and thus performance of employees (Waite et al, 2021, pg 163).
Increased employee motivation and contributions should increase overall organisational performance and thus the achievement of objectives.  This can be measured through data such as KPIs, income, turnover, staff satisfaction and feedback and retention as well as comparison with external benchmarking data (Taylor and Woodhams, 2022, pg 83).

Explain the differences between types of grade and pay structures. (AC 2.1) 
Grade structures is the hierarchy of roles within an organisation and is determined through job classification based on responsibilities, skills and expertise required to undertake the role.  Pay structures are the systems in place to determine how much employees should be paid for the role (Laing, 2021). It is common for a role to have a salary range with a minimum and maximum rate of pay for the role and should align to the organisation’s culture and objectives and therefore encourage performance and expected behaviours as well as promoting a clear, consistent and fair approach to pay. There are several approaches to pay structures including:
Individual pay rates which are commonly known as spot salaries. This is where an employee is where there is a set salary or hourly rate for a role and there is no wider band or structure associated to the role.  For example, £15 per hour.  Whilst this is straightforward for the organisation to calculate pay, there is a risk that it could demotivate staff leading to lower contribution levels (Laing, 2021). 
In contrast, narrow-graded pay structures include multiple grades and as jobs are evaluated, they are categorised by band.  Each band then has a scale and increments within that scale can be achieved, wither through length of service or demonstration of development.  Narrow pay structures are smaller in span and generally have a scale of a few thousand pounds between the minimum and maximum salary (CIPD, 2024c). This structure allows for steady progression through the band but could limit flexibility in salary progression for high achievers (Indeed, 2024).
Broad-graded pay structures are like narrow-graded pay structures with the inclusion of a scale however, the difference between the minimum and maximum salary available is larger.  This provides a greater scope for progression within the band (CIPD, 2024c) and as such can be motivational for staff and could help to attract candidates when recruiting. 

Explain how contingent rewards can impact individual, team and organisational performance. (AC 2.2) 
Contingent reward systems are approach of rewarding employees who meet their identified goals.  It is seen to improve motivation and thus performance, however, to achieve this the reward must be of interest to employees.  Therefore, it is key for organisations to understand employee wants and tailor its reward approach to suit. A common example of this is performance related pay or bonus schemes, whereby objectives are periodically set between the employee and their line manager and if these objectives are met, a reward is provided.  This can be the progression through pay grades, promotion or bonus payment.  It is believed to promote a high performing culture and promote the notion of fairness as the highest performers gain the highest reward (CIPD, 2024).  
Objectives need to be clear and SMART to allow for performance management and measurability of achievement (CIPD, 2025). Evidence states that where reward is not linked to clear objectives, it can be harmful to work performance (CIPD, 2022).
The diagram below shows that there are multiple elements to consider when considering reward.
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CIPD, 2022 

Individual reward and the impact on performance has been discussed in the sections above which demonstrate that in the right settings, reward can promote engagement, motivation, satisfaction and retention all of which can promote individual and organisational performance.  
Rewarding teams which meet targets can have similar results. However, the 2022 evidence review produced by the CIPD (CIPD, 2022) suggests that there is a balance to be struck between team and individual rewards.  Whilst evidence suggests that team rewards have a larger impact on driving performance than individual reward, equity needs to be ensured so there is a need to understand individual contribution and rewards should reflect this.  For example, if a member of the team contributed more on a project, their reward should be larger than someone else on the team who contributed less whilst still rewarding the whole team for support and collaboration. This way, individuals are motivated to achieve their own and team objectives.
Overall, should the organisation appropriately set and monitor objectives and align the reward framework with the needs of the business as well as the desires of employees, both individual and teams should be more engaged and motivated which, in turn, would have a positive impact of the overall performance of the organisation.

Explain the merits of different types of benefits offered by organisations. (AC 2.3) 
There are various options for reward that Eco Insulate UK could consider.  Throughout this paper I have focused on financial rewards which can be very effective.  I have chosen to focus on non-financial rewards in this section to inform the organisation of some other options. 
Firstly, the option of moving to a 4-day week.  I have worked with several organisations which utilised the 100-80-100 model which is where an employee receives 100% pay, for 80% hours and 100% productivity (4-day week global, 2024). Trials of this approach have taken place across the world at findings suggest that productivity and innovation have increased, and staff engagement and wellbeing has improved (Brenaan, 2023).  This mirrors my experience with the approach.  I found that it drastically improved employee engagement and work life and that there was a positive drive to identify efficiencies within the organisation to achieve 20% reduction in hours as well as increased retention and higher levels of applicants for roles due to the benefit (examples taken from Barcud Shared Services and Merthyr Valleys Homes).  This could be beneficial for Eco Insulate to retain and attract skilled workers and promote efficiency and productivity.
Flexible working is where employers are flexible as to when and where employees work their hours.  Some examples of this include part time, compressed hours, annualised hours, hybrid working, flexitime or commissioned outcomes.  There is a legal requirement for organisations to consider flexible working requests appropriately under the Flexible Working (Amendment) Regulations 2023). However, the promotion of flexible working arrangements and embedding a culture which acknowledges trust and flexibility can be advantageous for recruitment, retention and autonomy which can promote productivity. Research has shown that flexible working can promote job satisfaction, commitment, staff wellbeing and reduced absences all of which can promote productivity and performance (McCartney, 2024).
In a time where statistics show that mental health is declining and instances of stress and burnout are on the rise (McKinsey, 2021), many organisations are offering wellbeing support to employees. This can be beneficial to both employees and organisations by promoting and supporting wellness, employees are likely to be more engaged, productive and able to provide more of themselves to the organisation (Suff, 2024). It demonstrates that the organisation is caring and supportive and can reduce absence or shorten the time an employee is absent.  To be meaningful, the organisation must really believe and embed this approach as otherwise it can look like a ‘tick box’ exercise and be off putting to employees with negative effects. 

Explain the merits of different types of recognition schemes offered by organisations. (AC 2.4) 
Through review of the scenario, I feel that the use of the current arrangements which focus on measured day work does not seem to be promoting the culture or performance desired and is potentially demotivating the workforce.  There are several options which Eco-Insulate UK could consider promoting increased performance, motivation and engagement.  There are various typers of recognition schemes which could be utilised.
One option would be performance related pay.  The Incentives and Recognition report produced by CIPD (CIPD (2022) states that performance related pay, when undertaken appropriately and in a fair manner can promote engagement, encourage higher performance and motivate staff having a positive impact on the culture of an organisation. This approach is where an organisation implements a process of objective setting and reward should the objectives be met. It is key for objectives to be SMART (Mindtools, 2025) to allow for transparency and measurability of success as well as appropriate performance management processes (CIPD, 2025). As objectives are met, the employee contribution is recognised and rewarded with a bonus, pay rise or progress within the pay scale.
Another option would be organisational or public recognition for the employee contribution (Waite, et al, 2021, pg 195).  This is again performance based and should encourage ongoing performance and motivate both the person being recognised as well as the wider business (Harvard Business Review, 2019). Whilst some organisations include a financial incentive in recognition schemes, this is not essential and could include tings like employee of the month or celebratory Teams announcements so could be a good option for organisations with less financial availability.
Finally, employee contributions could be recognised by the provision of additional responsibility or autonomy in how they undertake tasks. Both elements can be strong motivators as their provision indicates trust and recognition of skill and competence (Waite, et al, 2021, pg 196).  Again, this does not have a financial implication to the business, however, could assist in building future leaders. 

Assess the business context of the reward environment. (AC 3.1) 
Two models which could be used to assess the business environment are SWOT and PETLE analysis. SWOT analysis can be used to assess the internal environment and looks at the organisation’s strengths, weaknesses, opportunities and threats to delivering its objectives (Haan, 2024).  The external environment could be assessed using a method such as PESTLE analysis.  This approach includes an assessment of the following factors - political, environmental, social, technological, legal and economic. This is a particularly helpful tool when used alongside SWOT analysis (Battista, 2024).   
By using these models, I have identified several potential factors which would affect the reward and business environment.  Firstly, the upcoming increase to national minimum wage (HR Inform) as well as the increase to employer national insurance contributions (gov.uk, 2024) will have a financial impact on the organisation.  This is expected to drive a further cost of living crisis (HR Connect) which will likely see a demand for higher salaries from staff, with less funding to offer this provision thus potentially driving dissatisfaction and causing employees to seek employment elsewhere. 
Another factor to consider would be the labour markets.  The most recent CIPD Labour Market Outlook from Autumn 2024 (CIPD, 2024b), predicts an increase in recruitment which will force organisations to strengthen reward offerings to promote staff retention and attract new staff (CIPD, 2022a). 
Politically, the operating environment may be advantageous as the Labour Government have pledged to provide warm homes and have made several commitments to environmental sustainability (Labour Party, 2024) which may present an opportunity to the organisation.
Internally, the scenario notes both opportunities and risks to the business. One weakness to the current reward scheme is the lack of incentive-based reward which has been shown in studies to promote motivation and performance (CIPD, 2022).  Another could be a perceived lack of transparency in elements noted such as pension provision. The organisation could consider streamlining the offering to promote fairness, which is a key principle of reward (Cotton, 2024a).  

Evaluate the most appropriate ways in which benchmarking data can be gathered and measured to develop insight. (AC 3.2) 
Benchmarking is a process regularly used in HR where the practices, performance and metrics, including pay and reward, are assessed against those of competitors and the wider industry.  The process can help organisations to understand their strengths and weaknesses against others, identify gaps to drive continuous improvement and push operational efficiency and cost effectiveness by learning from others (Moss, 2024).
There are several options available to businesses including use of internal data, where organisations can learn from parts of the business which are doing well and expand the working practices to the rest of the business and use of and external data, where the organisation can understand the wider environment, competitors and data from a local, national or global perspective. It is key to use evidence based and accurate data which is reliable and applicable to promote a positive outcome. (Cotton, 2024b).
Within the scenario, there are several elements where I feel it would be beneficial to consider benchmarking to help the organisation to improve the current situation. I have detailed two below:
· Turnover is reported as increasing in both skilled and non-skilled employees.  Benchmarking could be used to understand if this is an issue with Eco-Insulate or whether this is a national trend.  The ONS (ONS 2025) regularly provides reports as does CIPD (CIPD, 2024a) which assess business insights which includes trends related to turnover. Both sources would be considered as reliable and applicable to Eco-Insulate as they are evidence based and driven by data which could assist the organisation to understand the risks and/ or opportunities relating to turnover, the extent of turnover in comparison to competitors, the wider labour market as well as some reasons for turnover.  The organisation could also use internal data such as exit interview feedback, staff consultation and turnover across the business to understand if issues sit in certain departments and reasons for turnover which would be particularly valuable as it is specific to the organisation.
· Reward is flagged as a concern and an area that the organisation would like to explore in relation to the performance, culture and turnover of staff.  Pay data is available as well as information such as UK average earnings via the ONS (ONS, 2025a).  Again, this is a valuable and credible source which is reliable and collates a large amount of information in a scientific manner.  This information could allow Eco Insulate to understand how competitive it is in market and whether there is a need to assess its pay offerings. Other data such as the Reward Management Survey (CIPD, 2022a) and Good Work Index can help organisations understand what other trends and rewards are being offered aside pay as total reward should be considered.    It is important to note that pay comparisons can be difficult as the same job title may not mean the same responsibilities.  Eco Insulate needs to consider where the staff are likely to be recruited from.  I have recently worked with an organisation which recruited from both the public and private sector and as such, benchmarks its total reward package against both sectors.  Some roles which can be undertaken remotely may not be subject to national competition, so cannot rely on data solely from local competitors if there is a desire to attract wider talent. 

Explain approaches to job evaluation. (AC 3.3)
Job evaluation is ‘a method of determining on a systematic basis the relative importance of a number of different jobs. It assesses roles and responsibilities of jobs in an objective manner which provides assurance to the organisation that it is paying fairly’ (ACAS, 2014).
Job evaluation is used when to compare internal pay rates with the external levels, to ensure fairness in an organising’s pay system and to determine pay grades (Cotton, 2024b). Having fair and appropriate pay grades can help an organisation in its recruitment and retention of staff.  Pay is seen as a hygiene factor which means that whilst pay alone may not motivate staff, perceived underpayment is a demotivator and can decrease satisfaction, motivation and performance (Thomas, 2016). 
There are multiple approaches to job evaluation including formal, informal, analytical and non-analytical.  A formal approach is preferred as it is structured and utilises techniques to undertake the assessment.  Informal approaches can lead to some success but are often less structured, rely on assumptions and can provide poorer results (HRM Handbook, undated).  As such, this answer will focus on formal job evaluation (JE). Formal JE can be categorised into two main categories: analytical and non-analytical, both of which can be undertaken in house or the process outsourced.  With analytical JE roles are broken down into detail and assessed which is a generally more objective approach but can make the process more complex to undertake.  An example of this could be a points rating system where roles are analysed to identify factors which are scored separately and then combined which means that a more demanding a role, the higher the salary.  Non analytical JE processes are less objective than analytical approach, but they are often more cost effective, quicker and easier to undertake.  An example of non-analytical JE would be job classification where a grade structure is developed by an organisation and each role is categorised by grade, generally based on elements such as responsibility, experience and skills which is a less flexible (Cotton, 2024c) approach but may be suitable for Eco Insulate to start with if the process has not been undertaken in the past.
Explain the legislative requirements that impact reward practice. (AC 3.4)
Reward, particularly pay, is heavily engrained in legalisation. All staff are entitled to National Minimum Wage (NMW) or the National Living Wage, depending on age of the employee.  This is a requirement under the National Minimum Wage Act 1988.   The current rates and rates for next financial year are included below:
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There are substantial repercussions should NMW not be paid such as recouperation of underpayment, fines of up to £20,000 and publication of business details which would likely lead to reputational damage (acas.org.uk).  Some organisations pay the Actual Living Wage (livingwage.org.uk) but this is not a legal requirement.
Organisations are required to provide equal benefits for equal work as stated in the Equal Pay Act 1970, now incorporated into the Equality Act 2010.  This legislation defines pay as wages plus contractual entitlements (e.g. holiday and sick pay).  Current legislation refers to equality across gender, however, the Labour Government have pledged to achieve pay equality across ethnicities and for disabled workers (bbc.co.uk, 2024).  Equal pay needs to be considered not only that people doing the same role receive the same pay but also that people in different roles which provide the same value are reimbursed equally. This has recently been proved at tribunal (Thandi and others v Next Retail Limited) where Next Ltd paid warehouse staff (predominantly male) more than shop assistants (predominantly female).  Whilst the legal case is ongoing, it is estimated that with back pay, Next could be liable for around £3 million (BBC, 2024a).
There is also a legal requirement to report on the gender pay gap for organisations with over 250 employees, however, many smaller organisations are now assessing the gap and taking action to reduce (gov,uk, 2023).
The UK Corporate Governance Code requires organisations with over 250 employees to publish and justify the pay of the Executive.  Unjustified pay can lead to reputational damage and can demotivate staff and other stakeholders (CIPD, undated)
The Employment Rights Act 1996 states the need for all employees to receive a payslip which includes key information such as gross pay, net pay and deductions.  
The Employment (Allocation of Tips) Act 2023 was recently introduced which states that all tips should be fairly and fully distributed to employees (Cotton, 2024).  It is unlikely that this will apply to Eco Insulate due to the nature of the business.
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Eco-Insulate UK is a medium sized private sector organisation that manufactures eco-friendly
thermal insulation in the UK. The Managing Director (MD), who started the company in the mid-
1970s has set up a meeting with you to discuss concerns regarding increased turnover of skilled
and non-skilled employees.

During the meeting you are made aware that there is no incentive scheme in operation and there is
an expected level of performance broadly related to the notion of measured day work. Standard
times exist and are maintained by the Finance and Administration Department.

Most employees receive 28 days paid holidays per year. All employees are included in the non-
contributory pension scheme however, it’s generally known that special schemes operate for senior
staff only.

The MD is aware that the overall culture and performance of the company is quite negative and
that it’s time to look at offering forms of reward incentives, benefits and recognition to stimulate
positive change.

In your capacity as a reward specialist practitioner, he asks you to put together a report for the
senior management team that will give them knowledge and understanding of the principles and
components of reward and pay, including how these might influence organisational, psychological
and cultural factors. In addition, he would also like them to gain an understanding of job
evaluation and market rates.
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