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1) Explain the principles of reward and its importance to organisational culture and performance management. (AC 1.1) 


Reward management is a core component of human resource management (HRM), encompassing the strategic design and implementation of policies that recognise and compensate employees fairly and consistently (Perkins and Jones, 2024). It plays a vital role in shaping organisational culture and driving performance, particularly in organisations like Eco-Insulate, where high turnover and low morale indicate a need for more effective reward strategies (Armstrong and Brown, 2023). 

Reward strategies must be closely aligned with organisational objectives to effectively support performance management and shape a positive organisational culture. By linking rewards to desired behaviours such as innovation, collaboration, and customer service, organisations reinforce strategic goals and encourage high performance (Perkins and Jones, 2020). This alignment ensures that reward systems are not only motivational but also purposeful, driving behaviours that contribute directly to business success.

The total reward approach, as defined by Rose (2022), expands the concept of reward beyond financial compensation to include both intrinsic and extrinsic motivators. Intrinsic rewards such as recognition, personal development, and job satisfaction are increasingly valued by employees and play a critical role in sustaining long-term engagement. Extrinsic rewards, including salary, bonuses, and benefits, remain important but are most effective when combined with non-financial elements. For Eco-Insulate, where there is a lack of incentive schemes and recognition, adopting a total reward strategy could significantly enhance employee motivation and reinforce a culture of appreciation and performance.

Reward systems also contribute to organisational culture by signalling what behaviours and values are recognised and rewarded. When rewards are aligned with ethical conduct, teamwork, and continuous improvement, they help embed these values into the culture (Armstrong and Chapman, 2011). Conversely, poorly designed reward systems can undermine culture by encouraging unhealthy competition or short-termism. In the context of performance management, reward strategies serve as a mechanism for reinforcing performance expectations and outcomes. They provide tangible recognition for achievement and progress, helping to create a performance-oriented environment. The CIPD (2021) highlights that organisations with flexible and inclusive reward practices are better positioned to meet diverse employee needs, which in turn supports retention and engagement.

Ultimately, reward strategies that are transparent, fair, and aligned with organisational goals contribute to a culture of trust and accountability. They also ensure that performance management is not just about evaluation, but about continuous development and recognition (Cotton, 2022a). For Eco-Insulate, embedding these principles into a refreshed reward framework could help address current cultural challenges and drive improved performance across the organisation.


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



Perkins and Jones (2024) state that reward systems are a central pillar of human resource strategy, directly influencing employee motivation, engagement, and overall organisational performance. Extrinsic rewards such as pay, bonuses, and benefits offer tangible recognition for performance and are often the most immediate motivators. For example, performance-related pay can incentivise employees to meet or exceed targets, thereby improving productivity thus better organisational performance. Armstrong & Brown (2023) state bonuses tied to team outcomes can also encourage collaboration and alignment with organisational goals, these rewards are particularly effective in attracting and retaining talent, especially in competitive markets. These rewards can be critical for meeting employees’ financial expectations and are often the primary drivers in recruitment and retention strategies (Rose, 2022).

For Eco-Insulate, implementing such a reward strategy could address immediate retention issues while also fostering a culture of recognition, development, and purpose. This not only supports individual performance and knowledge retention but also contributes to long-term organisational success. These rewards serve as tangible indicators of value and competitiveness in the labour market they also remain essential for attracting and retaining talent thus raises the overall capability and performance of the workforce (Perkins and Jones 2024). However, research also indicates that while extrinsic rewards can drive short-term motivation, their long-term impact is limited unless embedded within a broader, integrated reward strategy (CIPD, 2022). 

Intrinsic rewards, such as autonomy, purpose, and personal growth, are increasingly recognised as key drivers of sustained engagement. The CIPD’s behavioural science report (Lupton, Rowe & Whittle, 2015) notes that feelings of competence and connection are more effective for long-term performance than financial incentives. Success with intrinsic rewards depends on a supportive culture that fosters trust, recognition, and meaningful work. This aligns with Maslow’s hierarchy of needs, where higher-level needs like esteem and self-actualisation are fulfilled through intrinsic motivators (Maslow, 1943). In sectors driven by innovation and knowledge, such rewards are vital for encouraging discretionary effort and enhancing organisational performance (Armstrong & Brown, 2023).

Both extrinsic and intrinsic rewards are not only complementary but also interdependent in driving employee contribution. For example, a bonus scheme may encourage short-term goal achievement, while a culture of recognition and meaningful work ensures employees remain engaged and committed over time.  Extrinsic rewards may initiate motivation, but intrinsic rewards sustain it. Together, they create a holistic reward environment that supports continuous performance improvement and organisational resilience (Figueiredo et al. 2025). 


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



Pay structures are a critical aspect of reward management, offering a systematic framework for determining employee compensation based on roles, responsibilities, and performance (Rose, 2022). These structures can be broadly divided into formal and informal systems, each with distinct implications for fairness, flexibility, and transparency (Perkins, 2019). According to ACAS (no date), fair and transparent pay systems are essential for maintaining employee morale, as unclear or inequitable practices can lead to dissatisfaction and disengagement.

Formal pay structures are typically codified systems that categorise jobs into defined grades or bands, each linked to a specific pay range. These structures are often supported by job evaluation processes and aim to ensure internal equity and consistency (Armstrong & Brown, 2019). Multi-graded structures, commonly used in large public sector organisations, allow for fine distinctions between roles but may lack the flexibility needed in dynamic environments (Marchington et al., 2020). Broad-graded structures, which consolidate multiple narrow grades into fewer, wider bands, offer greater flexibility in job design and career progression. Unlike narrow-graded structures where roles are divided into many small, incremental grades with tightly defined pay ranges broad-graded systems reduce complexity and allow for broader role definitions. However, this flexibility can come at the cost of clarity, as it may obscure pay progression and make it harder for employees to understand how to advance (Perkins & Jones, 2020). Broad-banded structures extend this concept further by collapsing numerous grades into just a few very wide bands. This supports flatter organisational hierarchies and encourages lateral career development, but it can also lead to pay drift and challenges in maintaining internal equity (Rose, 2022). The job family model, which groups similar roles into families with tailored progression paths, is effective in large organisations but may be too complex for Eco-Insulate medium-sized workforce (Taylor & Woodhams, 2022).

Informal pay structures are more fluid and often evolve organically, particularly in smaller businesses or those with a culture of individual negotiation (Wilton, 2022). Spot rates, where a fixed pay is assigned to a role without progression, are simple to administer but may limit motivation and development (Waite et al., 2021). Individual job grading offers flexibility and market alignment but can lead to inconsistencies if not managed transparently (Armstrong & Chapman, 2011). External bodies such as the Low Pay Commission, Office of Manpower Economics, and the High Pay Centre influence pay structure design in the UK, promoting fairness, legal compliance, and transparency (Low Pay Commission, no date.; Office of Manpower Economics, no date.; High Pay Centre, no date). Given Eco-Insulate lack of incentive schemes and the MD’s concerns about turnover and negative culture, implementing a structured reward system could significantly enhance employee engagement, retention, and overall organisational performance.







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


Contingent rewards linked to individual performance, skills, or contributions are a key element of strategic reward management and can significantly influence organisational outcomes. Contingent rewards are incentives directly linked to individual performance outcomes, such as bonuses, commission, or recognition. These rewards can significantly enhance motivation by reinforcing the connection between effort and reward (Armstrong and Taylor, 2023). When employees understand that their contributions are acknowledged through tangible benefits, they are more likely to focus on achieving performance targets (Perkins and Jones, 2020). Contingent rewards also support performance management by differentiating high performers and encouraging continuous improvement. However, their effectiveness depends on fairness, transparency, and alignment with organisational values. Poorly designed schemes may lead to unethical behaviour or short-termism if rewards are based solely on outcomes (Armstrong and Chapman, 2011). Introducing well-structured contingent rewards could improve individual performance and foster a culture of accountability and recognition. When aligned with strategic goals, contingent rewards become a powerful tool for driving both individual and organisational success.

At team level, contingent rewards can significantly influence collective performance by reinforcing shared goals and encouraging collaboration. When rewards are tied to team outcomes such as project completion, quality improvements, or customer satisfaction members are more likely to coordinate efforts and support one another (Armstrong and Taylor, 2023). This fosters a sense of collective accountability and strengthens team cohesion. Perkins and Jones (2020) highlight that team-based rewards can also promote a culture of mutual recognition, where success is celebrated collectively rather than competitively. However, the design of such schemes is critical. If rewards are distributed unevenly or lack transparency, they may lead to conflict or disengagement. For organisations like Eco-Insulate, where cultural challenges exist, implementing team-based contingent rewards could help build trust, improve collaboration, and align group efforts with organisational objectives. When well-managed, these rewards enhance both team morale and overall performance.

Organisationally, contingent rewards can serve as strategic levers for cultural transformation. For Eco-Insulate, implementing a mix of performance, competency, and contribution-based pay could help shift the culture from one of stagnation to one of recognition, development, and achievement (Armstrong and Brown, 2019). This would not only improve retention and morale but also align employee efforts with the company’s sustainability and innovation goals (Perkins and Jones, 2020; Taylor and Woodhams, 2022). Contingent rewards offer a practical and strategic solution to many of the challenges facing Eco-Insulate, and their thoughtful implementation could lead to meaningful improvements in individual, team, and organisational performance (Waite et al., 2021).






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



Organisations implement a wide array of employee benefits, each offering distinct advantages that contribute to motivation, engagement, and retention. Financial and performance-based benefits such as performance-related pay, profit-sharing, gainsharing, and payment by results are particularly effective in aligning employee efforts with organisational objectives by directly linking rewards to individual or team outcomes (Armstrong and Brown, 2023). According to the CIPD, well-designed benefits not only support business strategy but also reinforce organisational values and enhance workforce resilience and agility. Strategic reward management frameworks emphasise that when employees perceive a clear and fair connection between their contributions and the rewards they receive, their engagement and discretionary effort increase, ultimately driving organisational performance (CIPD, 2021; Armstrong and Brown, 2023).

Bonus schemes and commission are particularly effective in sales environments, offering immediate recognition for high performance (ACAS, no date.). Share ownership plans further enhance commitment by fostering a sense of belonging and long-term investment in the company’s success (CIPD, 2023). Core benefits such as pensions, healthcare, insurance cover, and sick pay provide financial security and peace of mind, which are especially valued by employees planning for long-term stability (ONS, 2023). Enhanced redundancy pay and family-related leave policies, including maternity, paternity, and adoption benefits, demonstrate organisational support for employee wellbeing and life events, contributing to a more inclusive workplace culture (CIPD, 2023).


In addition to financial rewards, lifestyle, and supportive benefits such as career counselling, company loans, season ticket loans, and childcare support address practical needs and promote work-life balance thus strengthens organisation reputation and can be viewed as an employer of choice (CIPD, 2021). Flexible benefits schemes, which allow employees to tailor their reward packages to their individual preferences, are increasingly popular. According to the CIPD (2023) such schemes are particularly effective in diverse workforces, as they increase perceived value and satisfaction. However, the implementation of comprehensive benefits packages must be balanced against organisational resources. Reward costs can be significant, and strategic planning is essential to ensure that benefits are sustainable and aligned with business objectives (E-reward, 2022). Developing realistic budgets and making informed resource recommendations are therefore critical components of effective reward management (CIPD, 2021).

It is also important to recognise that employees value different benefits depending on their personal circumstances, career stage, and lifestyle. Offering a varied and adaptable benefits package enables organisations to meet these diverse needs, enhancing overall satisfaction and commitment. As highlighted by E-reward (2002) non-cash benefits tailored to individual preferences can deliver greater impact at a lower cost. Ultimately, well-designed benefits not only attract and retain talent but also contribute to a positive organisational culture and improved performance (CIPD, 2023). For Eco-Insulate, adopting a more inclusive and strategically aligned benefits framework could not only improve retention and morale but also support a shift toward a more positive and performance-oriented culture.



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



Recognition is a fundamental element of an effective reward strategy and plays a key role within a broader total reward framework. Whether delivered through formal programmes or informal gestures, recognition schemes can have a transformative impact on organisational culture and performance. They help reinforce organisational values, encourage desired behaviours, and enhance employee engagement (Cotton, 2022a). The true value of recognition lies in its ability to improve morale, support retention, and foster a sense of belonging. As Armstrong and Chapman (2011) note, recognition acts as a powerful intrinsic motivator, often proving more effective than financial rewards in sustaining long-term commitment and performance. 

At Eco-Insulate, where there is currently no incentive scheme and performance is measured through standardised day work, the introduction of a structured recognition programme could provide much needed motivation and engagement. Formal recognition schemes, such as annual awards or performance-based bonuses, offer visibility and prestige, reinforcing performance standards and organisational culture (Armstrong and Brown, 2019). However, these may lack the immediacy and personalisation needed to address the company’s current morale issues. Informal recognition delivered spontaneously by line managers or peers through verbal praise or small gestures and when applied consistently can significantly boost morale and discretionary effort (Rose, 2022; Taylor and Woodhams, 2022).

Day-to-day recognition, such as a supervisor acknowledging an employee’s effort during a shift, is a low-cost, high-impact practice that could be easily implemented at Eco-Insulate. It reinforces a culture of appreciation and has been shown to improve engagement and innovation (Cotton, 2022b). Public recognition, such as employee-of-the-month awards or shout-outs in internal communications, could also enhance visibility and social status, though care must be taken to ensure fairness and inclusivity (Marchington et al., 2020). Cash awards, including bonuses or spot payments, are highly valued by employees and could be introduced to reward exceptional performance. However, their motivational impact may be short-lived if not part of a broader recognition strategy (Perkins and Jones, 2020). 

For organisations like Eco-Insulate, where financial incentives are currently absent, even modest cash awards such as bonuses or spot payments can have a strong short-term impact by acknowledging exceptional performance (Perkins and Jones, 2020). However, their motivational effect may be limited if not part of a broader recognition strategy. Non-cash awards, including gift cards, vouchers, or event tickets, offer a more personalised and memorable form of recognition. These are often associated with positive experiences and can carry greater perceived value than their monetary equivalent (Armstrong and Chapman, 2011). E-reward (2022) further notes that non-cash awards can deliver greater impact at lower cost, especially when tailored to individual preferences.






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



Understanding the reward environment is essential for organisations seeking to attract, retain, and motivate their workforce. For Eco-Insulate UK, a medium-sized private sector manufacturer, this is particularly important given rising employee turnover and a negative organisational culture (Armstrong & Taylor, 2014). 

Externally, reward strategies are influenced by macroeconomic conditions, sectoral trends, legal frameworks, and labour market dynamics (Rose, 2022). For Eco-Insulate, understanding these factors are essential for maintaining a sustainable reward environment. Labour market pressures such as the cost-of-living crisis and skills shortages directly affect pay and benefit expectations, requiring the organisation to adapt its reward offerings to remain competitive and retain talent. Rising inflation has increased pressure on organisations like Eco-Insulate to offer competitive salaries and enhanced benefits to attract and retain talent. This may include cost-of-living bonuses, healthcare support, or travel allowances, aligning with efficiency wage theory and external benchmarking to maintain competitiveness and employee engagement.

For Eco-Insulate, this means that offering competitive salaries is no longer optional but essential to attract and retain skilled workers, particularly in technical and operational roles where shortages are most acute. The efficiency wage theory supports this approach, suggesting that paying above-market wages can enhance productivity and reduce turnover by attracting higher-quality candidates and increasing employee loyalty. In addition to base pay, organisations may need to offer enhanced benefits such as healthcare, travel allowances, or cost-of-living bonuses to remain competitive. Furthermore, external benchmarking becomes critical in this context, ensuring that reward packages are aligned with regional and sectoral norms. For example, if competitors in the South-West are increasing pay to offset inflationary pressures, Eco-Insulate must respond accordingly to maintain external equity and avoid losing talent to better-paying employers.

Internally, reward strategies must align with organisational culture, structure, and strategic vision. At Eco-Insulate, the current organisational structure appears to prioritise senior leadership through exclusive pension schemes and incentives, while offering limited rewards to other staff. This imbalance may be undermining morale and productivity, as perceived inequities can negatively influence trust and engagement. The psychological contract -employees’ expectations of fair and reciprocal treatment is central to motivation and retention (Marchington et al., 2020). When breached, it can lead to disengagement and reduced organisational commitment. Motivational theories such as equity theory (Adams, 1965) and expectancy theory (Armstrong & Chapman, 2011) reinforce the need for transparent and fair reward systems. If employees perceive that rewards are disproportionately allocated based on hierarchy rather than contribution, dissatisfaction and reduced performance may follow. Organisational structure, therefore, directly influences reward choices: if rewards are concentrated at the top, it risks creating divisions and weakening team cohesion. To mitigate this, Eco-Insulate should consider more inclusive reward practices such as performance-based incentives or recognition schemes across all levels to ensure internal equity and support a more engaged workforce.














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


Benchmarking is a vital process in reward management, enabling organisations to assess the fairness and competitiveness of their pay structures. To be effective, benchmarking data must be valid, reliable, and applicable to the organisation’s context.
One widely used source is the Office for National Statistics (ONS), which provides labour market data including wage levels, employment rates, and sector-specific trends. For Eco-Insulate UK, ONS data can support external equity by benchmarking salaries against regional and industry averages. Insight is measured by comparing ONS wage data with internal pay structures to identify alignment or disparities. The validity of ONS data is generally high due to its rigorous statistical methodology and national coverage (Armstrong and Brown, 2023). However, its reliability has been questioned due to declining response rates in the Labour Force Survey from 47.9% in 2013 to 14.6% in 2023 raising concerns about sample representativeness (ONS, 2023). Consequently, some datasets have been reclassified as “experimental,” limiting their precision. Despite this, ONS data remains applicable for high-level benchmarking, though it should be supplemented with more granular sources.

A more detailed commercial source is XpertHR, particularly through its Cendex platform. It offers role-specific benchmarking across sectors and regions, drawing data from verified employer submissions.  Insight is measured by matching job roles and levels to market data, enabling accurate comparisons of base pay, bonuses, and total reward packages. Its validity is strengthened by structured job matching and standardised role definitions, ensuring accurate comparisons (Milkovich, Newman and Gerhart, 2014). The platform is updated quarterly, and its large sample sizes and sector breakdowns enhance reliability (CIPD, 2021). For Eco-Insulate, XpertHR is highly applicable for benchmarking technical, operational, and managerial roles, supporting decisions on pay banding, market positioning, and reward strategy development (Armstrong and Taylor, 2020).

In addition to external sources, internal payroll data is a valuable benchmarking tool. It includes detailed records of salaries, bonuses, and benefits, enabling organisations to assess internal equity and alignment with performance and role level. Insight is measured by analysing pay distribution across departments, roles, and demographics to identify inconsistencies or gaps. Its validity is high as it reflects actual organisational practices, though it depends on accurate and complete data entry (Marchington et al., 2020). When managed through robust HRIS systems, internal data is reliable, especially when supported by regular audits (Torrington, Hall and Taylor, 2020). It is particularly applicable for identifying pay gaps and guiding inclusive reward practices. For example, Eco-Insulate UK could use internal data to evaluate whether exclusive pension schemes for senior staff are creating perceived inequities.







9) Explain approaches to job evaluation. (AC 3.3) 


Eco-Insulate UK is currently facing significant workforce challenges, including high turnover and low morale among both skilled and non-skilled employees. The absence of an incentive scheme and perceived unequal treatment particularly regarding pension arrangements for senior staff highlight the need for a more structured and transparent approach to reward management. A foundational step in addressing this is the implementation of a robust job evaluation system, which helps determine the relative value of roles and ensures fair, consistent pay structures aligned with internal equity and external market rates (Armstrong and Brown, 2019). Job evaluation supports evidence-based reward strategies and is particularly important for compliance with equal pay legislation. As ACAS (2014) notes, when applied effectively, job evaluation enhances internal equity and helps build defensible pay structures are critical for maintaining employee trust and encouraging contribution.


Armstrong and Brown (2019) outline two broad approaches: formal and informal. Formal job evaluation involves structured methodologies, documentation, and governance. It is most suitable for larger organisations or those with hierarchical structures, such as Eco-Insulate, where transparency and consistency are essential to rebuild trust. Formal systems are also appropriate in unionised environments or where legal compliance is a priority. In contrast, informal approaches are typically found in smaller or more agile organisations, where flexibility is valued, and resources may be limited. However, informal methods rely heavily on managerial discretion and are more prone to bias, making them less effective in contexts where fairness and equality are under scrutiny (Taylor & Woodhams, 2022).
Job evaluation methods can also be classified as analytical or non-analytical. Analytical methods, such as the point factor system, break down jobs into measurable components skills, effort, responsibility and assign scores. This method is particularly suited to organisations with complex role structures or those needing to defend pay decisions under the Equality Act 2010 (Perkins & Jones, 2020). Non-analytical methods, such as job ranking or classification, are simpler and often used in smaller organisations or those with fewer job types, but they lack the transparency and rigour needed in Eco-Insulate’s current context.

The point factor method is especially relevant for Eco-Insulate. It enables the organisation to quantify the value of each role and create a hierarchy based on objective criteria, addressing fairness concerns and supporting a structured pay and incentive system. Other useful techniques include job matching, which compares internal roles to external benchmarks, and levelling, which places jobs within a graded structure both commonly used in multi-site or regionally dispersed organisations (Waite et al., 2021). To ensure accuracy, managers should engage with staff to update job descriptions and reflect current responsibilities. Importantly, a well-documented analytical scheme also strengthens equal pay defences by demonstrating that pay differences are based on job content rather than protected characteristics, supporting legal compliance and fostering a culture of fairness and inclusion (ACAS, no date).







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


Reward practices in the UK are shaped by key legislative requirements that promote fairness, transparency, and legal compliance. One major framework is the Equality Act 2010, which mandates equal pay for equal work, including “like work,” “work rated as equivalent,” or “work of equal value.” Employers must ensure any pay differences between men and women are based on objective, non-discriminatory criteria (UK Government, 2010; ACAS; EHRC). This directly impacts reward practice by requiring transparent pay structures and fair job evaluation systems to prevent bias and support legal compliance. For Eco-Insulate, where concerns exist around senior staff benefits, this highlights the need for a more balanced and defensible approach to rewards (Golden Moments; ACAS, 2021).

The National Minimum Wage (NMW) and National Living Wage (NLW) set the legal minimum hourly rates based on age and employment status. From April 2025, the NLW for workers aged 21 and over is £12.21 (GOV.UK, 2024). Non-compliance can result in financial penalties and reputational damage. Ensuring that all employees at Eco-Insulate are paid at or above the legal minimum is a basic but critical component of lawful reward practice (Waite et al., 2021). This directly impacts reward practice by setting the baseline for pay structures. When the minimum wage increases, it can lead to higher wage costs for the business, which may result in adjustments to other reward elements such as bonuses, paid leave, or non-cash benefits. Additionally, some pre-tax benefits (e.g., salary sacrifice schemes) may not be applicable to minimum wage earners if they reduce take-home pay below the legal threshold, influencing the fairness and accessibility of the overall reward package.

Under the Employment Rights Act 1996, employees are entitled to an itemised pay statement that details gross pay, deductions, and net pay. This promotes transparency and helps employees understand how their wages are calculated. For Eco-Insulate, where standard times are maintained by the Finance and Administration Department, ensuring accurate and clear payslips is essential for building trust. This links to reward practice by reinforcing transparency and accountability in pay processes. Clear payslips help employees understand the value of their total reward package, including any deductions for benefits or contributions, which supports a culture of fairness and openness in the organisation.

Employers must also comply with income tax and National Insurance obligations through the PAYE (Pay As You Earn) system. This includes deducting the correct amounts from employee wages and reporting them to HMRC. Failure to meet these obligations can lead to legal and financial consequences (Taylor & Woodhams, 2022). This links to reward practice by ensuring that employees receive accurate net pay and that all statutory deductions are handled correctly. It also affects the design of reward packages, especially when considering benefits like salary sacrifice schemes, which must be managed carefully to avoid breaching PAYE rules. A compliant PAYE system supports trust and transparency in how rewards are administered.
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