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Reward management plays a vital role in how organisations recognise and reinforce the contributions of their employees (CIPD, 2025a). It involves developing strategies and practices that ensure employees feel fairly treated and motivated to contribute. Reward is not just about pay but about creating a structured approach that supports organisational goals and employee engagement (CIPD, 2025a). In the case of Eco-Insulate, where there is no formal incentive scheme and morale is low, a more structured and inclusive approach to reward could help address both cultural and performance-related issues. Armstrong and Taylor (2023) emphasise that reward should acknowledge contributions to team and organisational success, something currently lacking at Eco-Insulate.

A fair and clearly communicated reward strategy aligns with ACAS guidance on transparency and equity (ACAS, n.d). When employees see reward decisions as objective and clear, trust and motivation increase (CIPD, 2025c).  At Eco-Insulate, exclusive pension benefits for senior staff may be creating a sense of unfairness. CIPD (2025b) stresses that benefits should align with business goals and employee needs; otherwise, morale may suffer. Benchmarking roles against market rates helps ensure pay remains competitive and fair (Office for National Statistics, 2023).

Adopting a total reward approach, combining pay with elements like recognition, development, and work-life balance, supports engagement and retention and non-financial elements supports both engagement and retention (Waite et al., 2021). This combines pay with non-financial elements like recognition, development, and work-life balance (CIPD, 2024a). Prasidi (2025) shows green compensation strategies enhance engagement and align reward with values. Introducing development pathways, flexible benefits, and regular recognition could positively shift Eco-Insulate’s culture. Figueiredo et al. (2025) found that well-designed reward systems significantly influence employee motivation and organisational culture. Their findings reinforce the importance of aligning reward strategies with business goals, especially during cultural change.

Reward is also closely tied to performance management. When employees understand how their performance is measured and how it connects to reward, they are more likely to be motivated to meet and exceed expectations (CIPD, 2022a). CIPD (2024a) notes that tailored schemes influence behaviour and reinforce outcomes. Behavioural research also shows that employees are more engaged when they perceive a clear and fair link between their efforts and rewards (CIPD, 2015a). Eco-Insulate’s current system lacks incentives, giving employees little reason to go beyond basic expectations.

Fairness also affects how reward is perceived. Large pay gaps between senior leaders and staff can damage trust, especially in medium-sized firms where treatment differences are visible (CIPD, 2019a).
Legal compliance is essential. The Equality Act 2010 requires equal pay for equal work, and any differences in reward must be objectively justified. ACAS (2021) recommends using job evaluation to ensure roles are assessed fairly and consistently, which would help Eco-Insulate build a more transparent and defensible reward structure. 


(AC 1.2)

Understanding how different types of rewards influence employee behaviour is key to improving performance and reducing turnover. Rewards generally fall into two categories: extrinsic and intrinsic; and both play important roles in motivating people and shaping how they feel about their work (Armstrong & Brown, 2023).

Extrinsic rewards are the more obvious, tangible benefits employees receive, including salary, bonuses, and employee benefits (Perkins and Jones, 2024). These are often used to encourage specific behaviours or outcomes. According to Vroom (1964), people are more likely to put in effort if they believe it will lead to a reward they value. If employees at Eco-Insulate see a clear link between performance and financial incentives, they might be more motivated to meet targets. However, if rewards are seen as unfair or inconsistent, they can have the opposite effect. Adams’ Equity Theory (1965) explains that people compare what they get with what others receive. If they feel short-changed, especially in this scenario where senior staff have better pension schemes, this can lead to dissatisfaction and lower morale. This lack of incentive schemes and perceived inequality may be contributing to the negative culture and high turnover.

Intrinsic rewards come from the work itself, such as achievement and autonomy (Perkins and Jones, 2024). (Deci and Ryan, 1985) suggests that people are more motivated when they feel connected to others, and in control of their work. This is supported by Singh (2016), who found that intrinsic motivators such as autonomy and recognition are often more effective than financial incentives in sustaining engagement and performance. These kinds of rewards are especially important for long-term engagement. At Eco-Insulate, where morale is low, offering responsibility, recognising efforts and providing development opportunities could help rebuild motivation and trust (CIPD, 2015a). Intrinsic rewards are also cost-effective, making them ideal for this medium-sized business and also tend to encourage people to go above and beyond. 

The most effective approach is to combine both types of rewards. Armstrong (2023) refers to this as a total reward strategy, blending financial and non-financial elements to create a balanced, motivating environment. For Eco-Insulate, this could mean introducing fair performance-related pay, offering regular recognition, and making sure all employees, not just senior leaders, feel valued. According to the CIPD (2015a), aligning rewards with company values and employee expectations is essential for improving engagement and performance. Senior leadership also plays a big part. When leaders actively support and recognise their teams, it helps build a more positive and productive culture. CIPD (2015b) highlights how modern reward strategies must be inclusive, transparent, and responsive to employee needs to sustain performance and engagement.

Both extrinsic and intrinsic rewards have a role to play and when used together and applied fairly, they can help improve employee contribution, reduce turnover, and support long-term organisational success (Armstrong and Brown, 2023).

 (AC 2.1)

Pay structures help organisations decide how much to pay their employees, and they can be organised in either a formal or informal way (Armstrong and Brown, 2023). Formal structures include multi-graded, broad-graded, broad-banded, and job family structures, while informal ones include spot rates and individual job grades (CIPD, 2024b). Each has distinct characteristics and implications for motivation, fairness, and organisational culture.
Multi-graded structures are a traditional approach, characterised by numerous narrow grades with clearly defined pay ranges (Armstrong and Brown, 2023). They promote clarity and career progression, supporting employee development and internal equity, but can also be rigid and bureaucratic (Armstrong, 2014). In contrast, broad-graded structures consolidate several grades into wider bands, offering greater flexibility in pay progression and encouraging broader skill development. However, this flexibility can lead to inconsistencies if not carefully managed (CIPD, 2024b).
Broad-banded structures take flexibility further by consolidating grades into a few very wide bands. Commonly used in flatter organisations, they can reduce administrative complexity (Armstrong and Brown, 2023). However, without clear criteria, they may lead to pay drift and perceptions of unfairness (CIPD, 2024b). Job family structures group similar roles into families, each with its own grading and pay range. This approach suits organisations with a mix of technical and non-technical roles, like Eco-Insulate, allowing for tailored, competitive pay strategies (CIPD, 2024b).
Informal pay structures, such as spot rates, involve paying a fixed rate for a role with little or no progression. While simple, this can be demotivating over time, especially if employees feel their efforts are not recognised (CIPD, 2024). Individual job grades, where pay is set uniquely for each role, offer flexibility but can lead to perceptions of favouritism or inconsistency if not managed transparently (Armstrong and Brown, 2023).
Key differences lie in formality, flexibility, and support progression (Armstrong and Brown, 2023). Multi-graded structures offer clarity but can be inflexible (Armstrong and Taylor, 2020). Broad-graded and broad-banded structures provide more room for development but require strong governance to avoid pay drift and inconsistency (CIPD, 2024b). Job family structures support differentiation across job types, while informal structures may lack transparency and consistency, undermining trust (CIPD, 2025d). El Balshy and Ismael (2023) argue that fairness in pay structures depends heavily on how job evaluation is applied and communicated, reinforcing the need for clear, formal frameworks.
Given the issues at Eco-Insulate, such as high turnover, low morale, and the absence of a reward system, a formal structure like a job family or broad-graded system could be beneficial. These would provide clearer progression paths, support internal equity, and align better with market rates (CIPD, 2022). They could also help shift the company culture towards one that values fairness, development, and recognition, key to improving retention and performance (CIPD, 2025a).

 (AC 2.2)

Contingent rewards are pay systems where financial incentives are linked to specific criteria such as performance, skills, or contribution (Armstrong and Brown, 2023). Two widely used types are performance-related pay (PRP) and skill-based pay, both of which can significantly influence individual, team, and organisational outcomes.
Performance-related pay links financial rewards to individual or team performance, often measured through appraisals or achievement of targets (CIPD, 2024b). At an individual level, PRP can increase motivation and focus, particularly when employees perceive the system as fair and achievable. It can encourage higher effort and goal alignment, especially in roles with measurable outputs (Armstrong and Brown, 2023). However, if poorly implemented, it may lead to stress or unhealthy competition.
At the team level, PRP can promote collaboration when rewards are based on collective outcomes. However, if rewards are only tied to individual performance, it may undermine teamwork and create internal competition. Therefore, the design of PRP schemes must balance individual accountability with shared goals (Bae, 2021).
At the organisational level, PRP can help align employee behaviour with strategic objectives, improve productivity, and reinforce a performance-driven culture. Yet, research shows that its effectiveness depends on clear communication, consistent application, and trust in the appraisal process (Armstrong and Brown, 2023).
Skill-based pay, on the other hand, rewards employees for acquiring and applying new skills rather than for job performance alone. At an individual level, it encourages continuous learning and development, which can enhance job satisfaction and career progression (Armstrong and Brown, 2023). It is particularly effective in technical or operational environments where upskilling directly contributes to efficiency. 
For teams, skill-based pay can promote flexibility and resilience, as team members become capable of covering multiple roles. This can improve collaboration and reduce bottlenecks, especially in settings like Eco-Insulate.
At the organisational level, skill-based pay supports workforce agility and innovation. It helps build a culture of learning and adaptability, which is essential in industries facing rapid change. However, it requires robust training frameworks and clear criteria for skill assessment to ensure fairness and consistency (Mitra, Gupta and Shaw, 2011).
A useful example is Etisalat, where a strategic and inclusive approach to reward and recognition, including performance-based incentives, peer-to-peer recognition, and wellness initiatives, has led to a 13% increase in employee engagement over three years. Their model demonstrates how a well-designed reward system can drive motivation, strengthen organisational culture, and support business objectives (CIPD, 2018).

(AC 2.3) 

In the context of Eco-Insulate, where employee turnover is rising and morale is low, introducing a well-structured benefits package could be a strategic way to improve retention, motivation, and organisational culture. While the company currently offers a non-contributory pension and standard holiday entitlement, the lack of broader benefits may be contributing to disengagement, particularly when employees perceive inequity in the treatment of senior staff (CIPD, 2025e).
One benefit worth considering is enhanced family leave, including maternity, paternity, and adoption provisions. These go beyond statutory requirements and demonstrate a commitment to employee wellbeing and inclusivity. The CIPD (2025b) highlights that family-friendly benefits are strongly linked to employee engagement and retention. Enhanced leave also supports gender equality and helps reduce the gender pay gap (EHRC, 2018). For Eco-Insulate, this could be a relatively low-cost but high-impact way towards cultural change and support a more inclusive workplace.
Private healthcare is a valuable benefit with clear advantages. Although it comes at a higher cost to the employer, it supports employee wellbeing, helps reduce absenteeism, and promotes quicker recovery from illness. Armstrong (2023) notes that health-related benefits are a key part of total reward strategies, reinforcing the psychological contract between employer and employee. The CIPD (n.d.) also highlights that organisations that invest in employee health, are more likely to see improved engagement and lower turnover. In a manufacturing environment like Eco-Insulate, where physical health is particularly relevant, offering healthcare could also reduce long-term costs associated with workplace injuries or illness. It also enhances the employer brand, helping to attract skilled workers in a competitive labour market.
Flexible benefits schemes give employees the freedom to customise their benefits package to suit their personal needs. This is especially valuable given the wide range of preferences that can vary by age, lifestyle, and career stage. According to the CIPD (2022), flexible benefits significantly enhance employee satisfaction by giving individuals greater control over their reward package. For Eco-Insulate, this could support a more modern, employee-focused culture.
Chiang and Birtch (2010) found that non-financial benefits, including healthcare and family support, significantly influence employee commitment and job satisfaction, particularly when perceived as fair and aligned with personal values. This reinforces the idea that benefits aren’t purely transactional; they also play a relational role in shaping how employees feel about their employer and their place within the organisation.

(AC 2.4)

At Eco-Insulate, where staff morale is low and turnover is rising, introducing a recognition scheme could be a practical and meaningful way to rebuild trust and encourage positive behaviour (CIPD, 2022). Unlike benefits, which are usually financial or contractual, recognition is about acknowledging effort and achievement in a more immediate and personal way. It can be adapted to suit different roles and working styles, making it a flexible and inclusive tool for boosting engagement (CIPD, 2022). When implemented thoughtfully, recognition can boost motivation and help employees feel a stronger sense of belonging and value within the organisation (CIPD, 2024c).
One effective approach is day-to-day informal recognition, such as verbal praise or thank-you messages from managers. Though simple, this form of recognition has a strong psychological impact. The CIPD (2022) notes that frequent, informal recognition helps employees feel valued and seen, boosting motivation and strengthening team relationships. For Eco-Insulate, encouraging line managers to regularly acknowledge contributions could help shift the culture from negative to appreciative without significant cost.
Another scheme worth considering is the use of non-cash awards, such as gift vouchers, experience days, or small tokens of appreciation. These types of rewards can be particularly effective when they’re tailored to individual preferences and linked to specific achievements. The CIPD (2022) notes that personalised recognition helps reinforce positive behaviours and can lead to higher job satisfaction.
A recent example is Deloitte UK, which introduced a flexible benefits platform called My Benefits. This allowed employees to choose rewards that suited their needs and gave them a clearer view of their overall package (Personnel Today, 2024). The initiative saw high levels of engagement and contributed to improved retention and satisfaction. It shows how offering choice in recognition can have a meaningful impact. For Eco-Insulate, a quarterly peer-nominated recognition scheme with non-cash rewards could help build a stronger sense of appreciation. Research also shows that peer-to-peer recognition boosts motivation and engagement, not just for the person receiving it, but also for the colleague giving it, contributing to a more positive and productive workplace culture (HR Magazine, 2017).
A third option is public recognition, such as “Employee of the Month” awards or acknowledgements during team meetings. Public recognition not only celebrates individual achievements but also sets a visible example for others to follow. CIPD (2022) highlights that public recognition can enhance performance when it is perceived as fair and inclusive, especially in team-based environments. For Eco-Insulate, implementing a monthly spotlight on outstanding contributions, displayed in shared areas, could reinforce positive behaviours and boost morale.
Each scheme has its own strengths, and together they can form a layered recognition strategy that supports both individual and team motivation. They're flexible and scalable, ideal for a medium-sized organisation like Eco-Insulate that wants to improve its culture without stretching resources. Research also backs this approach. Figueiredo et al. (2025) found that well-designed reward systems, including recognition, contribute significantly to employee engagement, satisfaction, and performance.

(AC 3.1)

Eco-Insulate operates within a reward environment shaped by both internal and external pressures. Externally, the UK labour market remains tight, with high vacancy rates and low unemployment, especially in manufacturing and skilled trades (ONS, 2024). This makes competition for talent more intense. Rising employer National Insurance contributions further strain budgets, limiting the organisation’s ability to offer enhanced rewards or invest in development. Many employers are reassessing reward strategies in response to rising employment costs, often resulting in stagnant pay or reduced benefits (CIPD, 2025i).
Internally, Eco-Insulites’ reward structure appears outdated and lacks transparency. For example, offering special pension schemes to senior staff, while others receive a standard non-contributory scheme, could raise concerns about fairness. Inconsistencies in reward practices, especially in core benefits like pensions, can damage trust and morale (CIPD, 2022). This kind of imbalance can undermine the psychological contract, which refers to the unwritten expectations employees have about how they’ll be treated by their employer (CIPD, 2025k). Adams (1965), suggests that perceived unfairness in reward distribution can lead to disengagement and increased turnover. Similarly, Vroom (1964) highlights that motivation is driven by the belief that effort leads to performance and performance leads to reward, something not clearly evident in the current system.
The lack of a formal incentive scheme combined with a reliance on standard times set by the Finance and Administration Department, suggest that reward and performance are not strategically aligned. Research by Boon et al. (2019) supports the need for integrated HR systems, noting that reward practices are most effective when aligned with broader organisational goals and employee expectations.
Culturally, the company may still be following a traditional approach to reward that doesn’t reflect the expectations of today’s workforce. Employee benefits play a key role in attracting and retaining talent, supporting wellbeing, and reinforcing the behaviours and values an organisation wants to promote, especially when they’re aligned with broader business goals (CIPD, 2025b). Eco-Insulate’s one-size-fits-all approach may not appeal to younger or more diverse employees, which could be contributing to dissatisfaction and increased employee turnover.
Regional pay disparities also influence reward strategy. In areas like Swansea, where average wages are lower than the UK average, rising living costs can make stagnant pay feel insufficient. If Eco-Insulate’s pay has not kept pace with inflation or local benchmarks, employees may seek better-paid roles. While the National Minimum Wage sets a legal baseline, retaining talent requires going beyond compliance with a more competitive and responsive approach to pay (ONS, 2024).

(AC 3.2)

Benchmarking data plays a crucial role in shaping effective reward strategies—especially in organisations like Eco-Insulate, where high staff turnover and low morale are ongoing challenges. Choosing the right methods to collect and assess this data helps ensure that decisions are evidence-based and tailored to the organisation’s specific needs (CIPD, 2024e).

Government labour market statistics provide comprehensive data on earnings, working hours, inflation, and unemployment (ONS, 2024). These datasets are considered highly reliable thanks to their robust methodologies and large, representative sample sizes. Regular updates and transparent data collection processes further strengthen their credibility. However, national averages can sometimes fall short when it comes to niche sectors like eco-friendly manufacturing, as they may not capture regional or industry-specific differences (CIPD, 2025f). For Eco-Insulate, this data is helpful for establishing baseline pay structures and understanding wider economic trends, but it often needs to be complemented with more targeted, sector-specific sources (ONS, 2024).

Reward and salary surveys from professional bodies such as the CIPD offer more tailored insights. These surveys often include sector-specific data on pay, benefits, and reward practices. Their validity is strengthened by targeted sampling and alignment with industry standards. When conducted by reputable organisations using consistent methodologies, these surveys are generally considered highly reliable (CIPD, 2024f). For Eco-Insulate, this approach is especially relevant, as it enables benchmarking against similar employers and highlights emerging trends in benefits and recognition. These insights can help shape a more competitive and appealing reward package, key to boosting staff retention and morale (CIPD, 2024f).

Internal payroll and HR data is another valuable source of benchmarking insight. This includes metrics such as turnover rates, absence levels, and performance-related pay outcomes (CIPD, 2025g). While it lacks external comparisons, its validity is strong for identifying internal trends and diagnosing organisational issues. Its reliability depends on how accurately and consistently data is entered, which can be a challenge if HR systems are outdated or fragmented (CIPD, n.d.a). Despite lacking external benchmarks, this method is highly useful for assessing how well current reward practices are working. For instance, analysing exit interview data alongside turnover trends can help identify whether a lack of incentives is contributing to employee departures (CIPD, 2025g).

Each method offers distinct advantages. Government data provides a macroeconomic view, salary surveys offer sector-specific benchmarks, and internal data reveals organisational dynamics. By combining all three, Eco-Insulate can gain a well-rounded view of its reward position, supporting the development of a strategy that’s competitive, fair, and aligned with both its values and the needs of its workforce (Boon, Den Hartog & Lepak, 2019).

(AC 3.3)

Job evaluation is a key process for establishing fair and transparent pay structures. At Eco-Insulate, where employee turnover and dissatisfaction are rising, implementing a robust job evaluation system could help address these issues by ensuring consistency and fairness in how roles are valued (CIPD, 2025f).
There are two broad approaches: formal and informal. Informal methods are typically ad hoc, relying on managerial judgement or precedent. While quick to apply, they often lack transparency and can lead to inconsistent outcomes, which may undermine trust and contribute to perceptions of unfairness (CIPD, 2025f). Formal approaches, by contrast, are structured and documented, often involving defined criteria and stakeholder input. These approaches are easier to justify in legal contexts and help promote internal fairness, especially when linked to structured grading systems (CIPD, 2025f).
Job evaluation methods are also categorised as analytical or non-analytical. Analytical approaches, such as the point-factor method, break down jobs into components like skills, effort, and responsibility (CIPD, 2025f). Each factor is scored and weighted, and the total score determines the job’s relative value. This method is widely regarded as objective and is particularly useful in supporting equal pay claims, as it provides a clear rationale for pay differences (CIPD, 2024e). 
Non-analytical methods, such as job ranking or classification, use broad comparisons between roles. Job matching involves comparing positions to benchmark roles, while levelling groups jobs into predefined categories (CIPD, 2025f). These approaches are generally easier to apply but may lack the depth and rigour needed for strong legal defensibility. Acas (2014) notes that non-analytical methods are more prone to bias and may not stand up well in equal pay disputes.
The legal context is crucial, as UK legislation such as the Equality Act 2010 and the National Minimum Wage Act 1998 requires employers to ensure fair, transparent, and non-discriminatory pay practices (Equality Act 2010; National Minimum Wage Act 1998). The CIPD (2025f) highlights that job evaluation plays a key role in meeting these obligations and building a culture of fairness and transparency.
Strategically, job evaluation supports broader organisational goals. CIPD (2025i) suggests that employers who invest in fair reward systems are better positioned to attract and retain talent. This is supported by research showing that job satisfaction, closely linked to fair and transparent evaluation systems, is a key driver of employee retention (Frederiksen, 2017).
For Eco-Insulate, adopting a formal, analytical job evaluation system would provide a transparent basis for pay decisions, support equal pay compliance, and contribute to a more positive working environment.

(AC 3.4)

One of the most significant legislative requirements impacting reward practice in the UK is the Equality Act 2010, particularly its provisions on equal pay. This mandates that men and women performing equal work must receive equal pay and benefits (CIPD, 2025h). Equal work is defined as like work, work rated as equivalent, or work of equal value, based on effort, skill, and decision-making (CIPD, 2025h).

At Eco-Insulate, where no formal incentive scheme exists and senior staff benefit from special pension arrangements, there may be legal risk if these disproportionately favour one gender. A lack of transparency in reward structures, especially informal or discretionary ones, can lead to unintentional bias and potential claims under the Equality Act (CIPD, 2025h). According to the CIPD (2024f), failing to address pay equity risks legal action and damages trust and morale, worsening turnover.

Another key legislative requirement is the Gender Pay Gap Reporting Regulations, introduced in 2017 under the Equality Act. Employers with 250+ employees must publish annual data on pay gaps and bonuses. While Eco-Insulate may fall below the threshold, the principles still apply, promoting fairness, transparency, and accountability (CIPD, 2017). Even if the company falls just below the reporting threshold, the principles behind the legislation remain relevant, as they promote transparency, fairness, and accountability in reward practices. Gender pay gap reporting helps identify structural inequalities and supports efforts to attract and retain diverse talent (CIPD, 2024g). Neglecting this can harm reputation.

These laws impact reward practice in several ways. First, they require structured, evidence-based pay decisions, often involving formal job evaluation to ensure fairness. Job evaluation helps organisations comply with equal pay legislation and reduce bias in reward decisions (CIPD, 2025a). Gupta and Shaw (2014), argue that structured compensation systems are central to HRM effectiveness and aligning reward with organisational goals. 

Secondly, these laws encourage greater transparency and communication around pay. This can help shift Eco-Insulate’s negative culture. Transparent pay practices build trust, improve understanding, and reduce turnover (CIPD, 2024f). 

Finally, compliance supports broader goals like engagement, retention, and employer brand. Fair reward practices improve trust and motivation (CIPD, 2024f), while consistency in reward strategy helps attract diverse talent in competitive labour markets (CIPD, 2024h).
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