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AC 1.1 Reward refers to the financial and non-financial benefits employees receive as part of their employment and for the work that they do. The CIPD (2025a) describes reward using a total reward approach, meaning reward is not limited to pay, but includes a wider range of elements such as recognition, development opportunities and meaningful work.
Key principles of reward include consistency of approach, clarity around reward decisions and proportional treatment across roles, as these help build trust in reward systems and ensure employees understand how reward decisions are made and what is expected of them (CIPD, 2025b). Reward should also balance intrinsic and extrinsic rewards. Extrinsic rewards include pay and financial incentives, while intrinsic rewards relate to recognition, achievement and development (Armstrong & Taylor, 2023). Another important principle is alignment with business objectives, with reward strategies designed to encourage behaviours and performance that support organisational goals (CIPD, 2025a).
Reward is important to organisational culture and performance management because it influences employee motivation, engagement and behaviour. Where reward is perceived as equitable and meaningful, it can encourage employees to perform well and meet expected standards. In contrast, where reward arrangements are limited or unclear, employees may be less motivated to exceed basic requirements. Reward can therefore be used to stimulate performance by recognising value created, rather than simply time spent at work, while also discouraging poor performance by reinforcing expectations (Armstrong & Taylor, 2023).
Reward also plays an important role in supporting good work and shaping organisational culture. The CIPD (2025b) notes that reward practices influence how employees feel about their work and their employer. Fair and transparent reward practices can promote trust, commitment and engagement, whereas perceived unfairness can weaken morale and damage workplace culture.
At GreenFriendlyEco, reward is currently limited to basic pay, annual leave and pension provision, with no formal incentive or recognition schemes in place. It is also widely known that additional reward schemes operate for senior staff only, which may create perceptions of unfairness where performance expectations are similar across roles. The organisation relies on measured day work and standard times to manage performance, but without linking performance to reward. This narrow approach may discourage discretionary effort, reduce motivation and contribute to increased employee turnover (CIPD, 2022).
The existing reward approach at GreenFriendlyEco reflects a narrow interpretation of reward that is unlikely to support sustained performance or cultural improvement. Without clear links between reward and performance, employees may see little incentive to exceed basic requirements, particularly where reward is perceived as unevenly applied. By embedding key reward principles such as fairness, transparency and alignment with organisational objectives, reward could be used more effectively to reinforce expectations, shape behaviour and support improved performance management and employee engagement across the organisation.
AC 1.2 Building on the distinction between extrinsic and intrinsic rewards, both play an important role in improving employee contribution and organisational performance, although they influence motivation in different ways. Extrinsic rewards are tangible and measurable, such as pay, bonuses and financial incentives, while intrinsic rewards relate to recognition, achievement, development and meaningful work (Armstrong and Taylor, 2023).
Extrinsic rewards can positively influence employee contribution where there is a clear and transparent link between performance and reward. Expectancy theory suggests that employees are more likely to increase effort when they believe that performance will lead to valued outcomes (Taylor and Woodhams, 2022). In an organisation such as GreenFriendlyEco, where performance is measured through output and standard times, performance-related incentives could encourage employees to meet or exceed expected standards. However, evidence indicates that extrinsic rewards are most effective in the short term and may have limited impact on sustained motivation if relied upon in isolation (CIPD, 2022). Research informed by self-determination theory also suggests that excessive reliance on external incentives can undermine intrinsic motivation if rewards are perceived as controlling rather than supportive (Grolnick, 2023). This highlights the importance of proportional reward decisions, clear performance measures and consistent application when linking rewards to performance.
Intrinsic rewards make an important contribution to sustained organisational performance by supporting longer-term engagement and discretionary effort. Recognition, opportunities for development and a sense of achievement are closely linked to intrinsic motivation and are associated with higher levels of commitment and persistence over time (Armstrong and Taylor, 2023). Intrinsic rewards also support teamworking and positive behaviours that are not easily captured through financial measures alone. Recognition and development play a key role in engaging employees and reinforcing organisational values (CIPD, 2025b).
Sustained organisational performance is most likely where extrinsic and intrinsic rewards are combined within a coherent reward strategy. Linking rewards directly to both achievement measures and desired behaviours helps reinforce performance expectations while maintaining motivation over time. Senior management support is important in embedding reward approaches, as leaders influence how reward strategies are applied in practice and how they are perceived by employees (Cave, 2023).
While extrinsic rewards can stimulate employee contribution by reinforcing performance outcomes, intrinsic rewards are more effective in sustaining motivation and engagement. A balanced reward approach, aligned to organisational objectives and supported by senior management, is therefore most likely to improve long-term organisational performance at GreenFriendlyEco.
AC 2.1 Grade and pay structures provide a framework for how jobs are organised and rewarded within an organisation. They help ensure pay decisions are consistent, clear and aligned to organisational needs (CIPD, 2025c). Given its reliance on measured day work and standard times, introducing a clearer grade and pay structure at GreenFriendlyEco could help address concerns around motivation and employee turnover by improving clarity around pay decisions and consistency across roles.
Pay structures can broadly be divided into formal and informal arrangements. Formal grade and pay structures are systematic and clearly defined. A common example is a multi-graded structure, where roles are evaluated and placed into a number of grades, each with a defined pay range. Progression within grades is often linked to experience, length of service or performance (Armstrong and Taylor, 2023). This approach provides clarity and control, which could benefit GreenFriendlyEco’s mixed workforce of skilled and non-skilled roles, although narrow grades can sometimes limit flexibility.
Broad-graded structures reduce the number of grades and offer wider pay ranges, allowing greater flexibility in progression and role development (CIPD, 2025c). Broad-banded structures go further by combining roles into very wide bands. While these approaches can support organisational change, they rely heavily on management judgement and require strong governance to avoid perceptions of inconsistency or bias. Given GreenFriendlyEco’s existing concerns around trust and reward equity, transparency would be essential if such structures were introduced.
Job family structures group roles by function or profession, such as manufacturing, engineering or administration. Each family has its own grades and pay ranges, allowing organisations to reflect different external market rates while maintaining internal consistency (Taylor and Woodhams, 2022). This approach could be relevant for GreenFriendlyEco, where labour market pressures may differ between skilled technical roles and operational positions.
In contrast, informal pay structures lack a defined grading framework. Spot rates involve paying a fixed rate for a role, often driven by market pressures rather than internal comparisons. While this offers flexibility and speed, it can lead to inconsistency and perceptions of unfairness if not managed carefully (CIPD, 2025d). The CIPD (2024) highlights that limited transparency in pay arrangements can negatively affect employee trust and engagement.
An example of a formal pay structure in practice can be seen within a local authority, Carmarthenshire County Council (CCC), where a dedicated job evaluation team supports consistent and structured grading across the organisation. This approach promotes pay equity, consistency and employee confidence in reward decisions. Applying similar principles at GreenFriendlyEco, aligned to market rates, could support clearer pay frameworks and help address current workforce challenges.
AC 2.2 Rewards that are contingent on performance, contribution or skill development are commonly used to influence employee behaviour and outcomes. These include performance-related pay, contribution-related pay, competency-based pay, skill-based pay and service-related pay (CIPD, 2025e). When designed appropriately, contingent rewards can impact performance at individual, team and organisational levels by reinforcing behaviours and results valued by the organisation.
Clear links between individual effort and reward can encourage higher levels of contribution. Performance-related pay (PRP), for example, is intended to motivate employees by rewarding the achievement of agreed objectives. Expectancy theory suggests that individuals are more likely to increase effort when they believe their performance will lead to valued rewards (Armstrong and Taylor, 2023). In an organisation such as GreenFriendlyEco, where performance is currently managed through measured day work and standard times, PRP could help shift focus from meeting minimum output requirements to achieving higher levels of performance. Evidence also suggests that contingent rewards can increase employee responsiveness where rewards are clearly linked to performance outcomes, provided the approach is perceived as fair (Khan et al., 2020). Similar principles can be observed at CCC, where appraisal outcomes, incremental progression and acting up opportunities are contingent on demonstrated performance and capability.
Where tasks and outputs are shared, contingent rewards can also influence team performance. Team-based or contribution-related rewards can encourage collaboration by linking reward to collective outcomes rather than individual competition. Research indicates that contingent rewards can enhance team performance when expectations are clear and rewards are applied consistently, although leadership behaviour plays a key role in shaping their effectiveness (Ghosh et al., 2024). In GreenFriendlyEco’s manufacturing environment, team-based incentives linked to productivity, quality or safety outcomes could support cooperation across teams. In practice, CCC adopts a similar approach through service-level objectives and shared accountability, where recognition and performance outcomes are often considered at a team level.
Longer-term organisational performance can be supported through contingent rewards linked to skills and competencies. Skill-based and competency-related pay encourage employees to develop additional capabilities, improving flexibility and reducing reliance on a small number of skilled individuals (CIPD, 2025b). At GreenFriendlyEco, skill-based pay could support workforce resilience and retention by encouraging employees to develop a broader range of production skills. This reflects approaches used at CCC, where succession planning and development opportunities are used as contingent rewards to build organisational capability over time.
Taken together, contingent rewards can positively influence performance when aligned with organisational objectives and supported by transparent performance management processes. A balanced mix of individual, team and skill-based contingent rewards could help improve motivation, collaboration and sustained organisational performance at GreenFriendlyEco when aligned with organisational objectives.
AC 2.3 Employee benefits are a key component of the total reward package and play an important role in shaping employee attitudes, motivation and commitment (CIPD, 2025f). Armstrong and Taylor (2023) note that benefits can enhance the perceived value of employment beyond pay, particularly where organisations face constraints on base salary increases. For GreenFriendlyEco, which currently offers a limited benefits package, expanding the range of benefits available could support improvements in engagement and retention.
Pension provision is one of the most significant benefits offered by organisations and provides long-term financial security for employees (CIPD, 2025f). Taylor and Woodhams (2022) highlight that pensions are often viewed as a signal of organisational commitment and fairness, particularly when applied consistently across the workforce. While GreenFriendlyEco includes all employees in a non-contributory pension scheme, the existence of enhanced arrangements for senior staff may undermine perceptions of equity. Reviewing pension transparency or consistency could therefore strengthen trust and organisational culture.
Health and wellbeing benefits, including occupational sick pay, healthcare provision and insurance cover, offer value to both employees and organisations by supporting attendance and sustained performance. Wellbeing-related benefits can help reduce absence and demonstrate organisational responsibility towards employee health (Armstrong and Taylor, 2023). In physically demanding environments such as GreenFriendlyEco, access to wellbeing support or enhanced sick pay may reduce disruption caused by ill health (CIPD, 2025f). This approach can be seen in practice at CCC, where occupational sick pay, fast-track musculoskeletal services and mental health wellbeing support are available. From a practitioner perspective, early access to occupational health support can contribute to more effective return-to-work outcomes and improved absence management. Introducing similar wellbeing-focused benefits could therefore support workforce resilience and longer-term organisational performance at GreenFriendlyEco.
Recognition-based benefits also deliver strong value, particularly where financial rewards are limited. Recognition schemes, long-service awards and development opportunities can improve engagement by helping employees feel valued and appreciated for their contribution (People Management, 2023). This can also support intrinsic motivation and reinforces positive behaviours (Armstrong and Taylor, 2023). Introducing structured recognition initiatives at GreenFriendlyEco could therefore improve morale at relatively low cost.
Flexible benefits, including season ticket loans, company loans or employee choice schemes, allow organisations to recognise individual differences in what employees value. Taylor and Woodhams (2022) note that flexible benefits can enhance perceived fairness by accommodating diverse needs across life stages. Snowdon (2025) supports this view, suggesting that flexibility increases engagement without necessarily increasing overall reward costs. A limited flexible benefits approach could balance affordability with employee choice.
The merits of employee benefits include increased engagement, improved wellbeing and reduced employee turnover. By adopting a broader, more transparent benefits package aligned to workforce needs and organisational resources, GreenFriendlyEco could strengthen its employee value proposition and support longer-term organisational performance.
AC 2.4 Recognition schemes are mechanisms used by organisations to acknowledge employee effort, behaviours or achievements and are distinct from contractual pay and benefits. Where morale is low, recognition can reinforce positive behaviours and improve culture without requiring major pay changes (Armstrong and Taylor, 2023). This matters in GreenFriendlyEco’s context because no formal recognition arrangements currently exist.
A useful starting point is informal, day-to-day recognition. This includes verbal praise, quick thank-you messages, or managers noticing good work at the time it happens. The main merit is immediacy: it strengthens the link between the behaviour and the acknowledgement. Practical guidance on recognition also suggests that simple actions such as being specific about what is being recognised and doing it consistently can make recognition feel more genuine and meaningful (CIPD, 2020). Evidence reviewed by the CIPD indicates that non-financial recognition can have a positive effect on motivation and engagement when employees view it as authentic rather than tokenistic (CIPD, 2022b).
More structured formal recognition schemes provide clarity and consistency. Examples include long-service awards, values awards, or nomination-based schemes where criteria are communicated in advance. Formal schemes work by setting out how recognition is awarded and who is eligible, which can reduce perceptions of favouritism. Recognition tends to be stronger when linked to clear expectations, such as quality, teamwork or safe working behaviours (Armstrong and Taylor, 2023). Introducing a simple formal scheme could help GreenFriendlyEco make positive contribution more visible across both skilled and non-skilled roles.
Another option is public recognition, such as celebrating achievements in team meetings, on noticeboards or internal updates. The merit of public recognition is that it reinforces shared norms and shows what the organisation values, which can influence wider behaviour. Guidance on incentives and recognition highlights that visibility can strengthen the impact of recognition provided it is applied fairly and transparently (CIPD, 2022c). Care is needed to ensure recognition is not perceived as inconsistent, as this can damage trust.
Some schemes also include cash and non-cash awards. Cash awards or vouchers are often valued for their flexibility, while non-cash rewards such as gifts, tickets or experiences can feel more personal and memorable. Morris (2026) notes that these schemes can be effective when criteria are clearly defined, but they carry risks if employees perceive them as unfair or expected rather than meaningful recognition. Critical perspectives also warn that recognition programmes can lose credibility if they become symbolic rather than authentic, potentially undermining trust rather than enhancing engagement (Hancock, 2024). For GreenFriendlyEco, modest non-cash awards linked to specific behaviours could provide a manageable and meaningful recognition approach.
Overall, combining informal recognition with light-touch formal, public and non-cash schemes would allow GreenFriendlyEco to reinforce positive behaviours, improve morale and support cultural improvement in a consistent and affordable way.
AC 3.1 Reward decisions are shaped by a combination of external economic conditions and internal organisational factors, meaning reward cannot be designed in isolation from its wider business context. Current levels of economic uncertainty, skills shortages and rising employment costs continue to place pressure on organisations to balance affordability with competitiveness (CIPD, 2025b).
From a national perspective, UK reward environments are influenced by labour market conditions and regulation. The introduction and ongoing increases to the National Minimum Wage have raised baseline pay expectations, particularly in lower-paid sectors, reducing pay differentials and increasing cost pressures for employers (Daniels, 2022). At the same time, differences in skills availability across sectors have increased competition for experienced workers, influencing how organisations set pay and reward (Armstrong and Taylor, 2023). In a manufacturing environment that relies heavily on operational roles, these pressures reduce flexibility in pay decisions while increasing expectations around compliance and consistent treatment (ONS, 2024).
International and economic factors also shape reward strategy. Global economic uncertainty, rising business costs and increased competition for skills are leading many organisations to reassess how reward supports attraction, retention and productivity (Wreford and Couch, 2025). Rather than relying solely on base pay, organisations are increasingly focusing on recognition, pay for skills and broader employee value propositions to remain competitive. This is relevant to GreenFriendlyEco, where rising costs and turnover suggest that a narrow focus on basic pay may no longer be sufficient.
Internally, reward environments are influenced by organisational culture, workforce expectations and the psychological contract. Armstrong and Taylor (2023) note that employees’ perceptions of effort, reward and contribution affect motivation and commitment, particularly where expectancy and equity beliefs are not met. At GreenFriendlyEco, performance is measured through output and standard times, but reward is not directly linked to contribution, which may weaken the perceived return on effort.
Collective approaches to pay determination and governance are also becoming more prominent, particularly as regulation increases and scrutiny around pay equity grows (CIPD, 2025b). Wreford and Couch (2025) identify a growing emphasis on reward governance and alignment during periods of business change, reinforcing the need for clearer structures and communication.
The reward environment facing GreenFriendlyEco reflects wider economic pressure, labour market change and increasing regulation. Without adapting reward practices to these contextual factors, the organisation risks reduced competitiveness, disengagement and continued retention challenges.
AC 3.2 To develop insight into reward competitiveness and address rising employee turnover, benchmarking data should be gathered from a range of reliable and relevant sources. Using multiple forms of labour market intelligence enables GreenFriendlyEco to understand how its current pay and reward arrangements compare with external market expectations, while recognising the limitations of individual data sources.
Published reward and salary surveys are one of the most commonly used benchmarking tools. Farrand (2023) highlights that pay benchmarking provides organisations with a useful reference point for understanding ‘who is paid what’ but cautions that data can become outdated quickly and should not be used in isolation or without alignment to organisational goals. The reliability of these surveys depends on robust data collection and accurate job matching, while their pertinence for GreenFriendlyEco rests on selecting surveys that reflect similar manufacturing organisations and skill levels, rather than broad national averages.
Economic research further supports the value of benchmarking data when used appropriately. A National Bureau of Economic Research study on salary benchmarking found that access to market pay information tends to reduce wage dispersion and align pay more closely with external market medians (Cullen et al., 2024). This suggests that benchmarking can help organisations correct misalignment with market rates, which is particularly relevant for GreenFriendlyEco given concerns around retention of skilled and non-skilled employees. However, the research also reinforces the importance of careful interpretation, as benchmarking alone does not account for performance, internal equity or organisational context.
Government and sector-based guidance also provides valuable benchmarking intelligence. The Local Government Group’s guide to pay benchmarking emphasises that benchmarking should be treated as a gap analysis against the labour market, rather than an automatic trigger for pay increases, to avoid inflationary pressures and internal inequities (Local Government Group, 2011). While the guidance is public sector focused, its principles around defining the relevant labour market and measuring pay comparability are transferable to a private sector organisation such as GreenFriendlyEco.
Internal payroll and workforce data forms a further critical source of benchmarking insight. CIPD (2024b) guidance stresses the importance of understanding internal pay structures, working hours and reward arrangements before making external comparisons, as this internal baseline improves the validity and reliability of benchmarking outcomes. When combined with recruitment data such as vacancy rates and turnover trends, this approach enables GreenFriendlyEco to triangulate findings and develop a more accurate understanding of reward competitiveness.
AC 3.3 Unclear grading structures and inconsistencies in how roles are valued can contribute to dissatisfaction and higher employee turnover, particularly where an organisation employs a mix of skilled and non-skilled roles. Introducing a clear approach to job evaluation would enable GreenFriendlyEco to establish a more transparent and defensible basis for pay and grading decisions.
Approaches to job evaluation can be informal or formal. Informal job evaluation is based largely on managerial judgement and experience, with roles compared without a structured framework. While this approach may appear flexible and quick to apply, it is subjective and can result in inconsistent outcomes. In the context of GreenFriendlyEco, informal evaluation is unlikely to support fairness or provide confidence to employees, particularly where perceptions of inequity already exist (Armstrong and Taylor, 2023).
Formal job evaluation uses a structured and systematic method to assess the relative value of jobs. The CIPD (2025g) explain that formal schemes focus on evaluating the job itself rather than the individual performing it, which supports consistency and transparency across the organisation. This approach would be particularly beneficial in addressing cultural concerns and rebuilding trust in reward decisions. 
Formal job evaluation methods are either analytical or non-analytical. Non-analytical approaches consider jobs as a whole and include methods such as job ranking, paired comparisons and job classification (Armstrong and Taylor 2023). These methods are relatively simple and less resource-intensive, but they rely heavily on judgement. ACAS (2014) indicate that non-analytical approaches are less robust and generally do not provide a strong defence against equal pay claims. 
Analytical job evaluation involves breaking roles down into defined factors such as skill, effort, responsibility and working conditions. Point-factor schemes allocate scores based on agreed levels and weightings, creating a hierarchy of jobs (CIPD, 2025g). Analytical approaches are more objective and are recognised as providing stronger protection in relation to equal pay legislation, as they demonstrate that roles of equal value have been assessed consistently and without bias (ACAS, 2014).
Once jobs have been evaluated, job matching and levelling can be used to align roles to internal grades and external market benchmarks. When applied consistently, job evaluation supports fair pay structures and provides evidence to defend equal pay decisions, which is particularly important for GreenFriendlyEco as it reviews its overall reward strategy.
AC 3.4 Reward practices are governed by a range of legislative requirements intended to ensure fairness, transparency and minimum standards of pay. As GreenFriendlyEco reviews its approach to reward and considers introducing incentives and recognition schemes, compliance with these requirements is essential to reduce legal and reputational risk.
Equal pay legislation has a significant impact on reward practice. The Equality Act 2010, which incorporates the Equal Pay Act 1970, requires that men and women receive equal pay for like work, work rated as equivalent, or work of equal value (CIPD, 2025h). Pay is defined broadly and includes basic pay as well as contractual benefits such as bonuses, holiday pay and sick pay. Daniels (2022) explains that equal pay claims often arise where historical pay structures or market-based justifications have not been reviewed regularly, particularly in organisations with varied job roles and skill levels. This risk is illustrated by recent retail sector litigation involving Co-op, where predominantly female shop-floor workers claimed their work was of equal value to higher-paid, predominantly male distribution roles. The case progressed following acceptance of the ‘single source’ principle, demonstrating how pay decisions attributable to a single governing body can expose organisations to equal pay claims unless differences can be objectively justified by material factors unrelated to sex (McGuigan, 2022).
Minimum pay legislation also directly shapes reward design. Employers must comply with National Minimum Wage and National Living Wage rates, which vary by age and are updated annually (UK Government, 2026). Incentive schemes, overtime payments and deductions must be carefully managed to ensure they do not reduce pay below statutory thresholds, as breaches can result in financial penalties and reputational damage (Daniels, 2022). This is particularly relevant for GreenFriendlyEco’s non-skilled workforce, where base pay may be closer to minimum levels.
Transparency requirements further influence reward practice. Employees are legally entitled to receive itemised pay statements showing gross pay, deductions and net pay, including hours worked where pay varies. Clear and accurate payslips support employee understanding and help prevent disputes. Any introduction of performance-related pay or incentives would therefore require GreenFriendlyEco to ensure payroll systems and communication processes are robust (ACAS, 2024).
Taxation law also affects reward decisions. Income tax and National Insurance contributions must be correctly deducted through PAYE, and some benefits may create additional tax liabilities. Employers must understand the tax treatment of reward elements to avoid non-compliance and unintended costs for employees (Daniels, 2022).
Finally, reporting and disclosure requirements increasingly shape senior reward practices. Gender pay gap reporting and CEO pay ratio disclosures place greater scrutiny on pay fairness and executive reward. CIPD guidance stresses that transparent and proportionate executive pay arrangements are important in maintaining trust and supporting organisational culture (CIPD, 2026).
By embedding legislative compliance into reward design, GreenFriendlyEco can introduce reward practices that are fair, lawful and supportive of long-term organisational sustainability.
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