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	AC 1.1 Explain the principles of reward and its importance to organisational culture and performance management 



GreenFriendly Eco is an organisation that is currently experiencing high staff turnover and a poor organisational culture. This suggests that employees do not feel valued or motivated. Implementing a structured reward system would help address these issues by recognising employee contribution and demonstrating that the organisation values its workforce, which is essential for improving morale, engagement and retention.

The types of reward could include both financial and non-financial returns to employees in exchange for their work. Armstrong and Brown (2019) explain that effective reward systems are built on clear principles that support motivation, encourage positive behaviour and help organisations achieve their business objectives. Applying these principles would help GreenFriendly Eco move away from a culture focused only on measured day work and towards one that recognises effort, performance and contribution.

The total reward approach combines extrinsic rewards, such as pay, bonuses and benefits, with intrinsic rewards, including recognition, development opportunities and meaningful work. CIPD (2024) highlights that intrinsic rewards are increasingly important, as employees are motivated by more than pay alone. When employees feel valued and supported, engagement and performance improve. Ensuring reward practices comply with employment legislation, such as equal pay requirements, and remain competitive with external market rates would also help GreenFriendly Eco attract and retain skilled employees.

Applying the principles of fairness, consistency and transparency are particularly important s for GreenFriendly Eco. Employees are more likely to trust the organisation when reward decisions are applied consistently and clearly explained. CIPD (2024) notes that transparent reward practices help build trust and reduce perceptions of inequality, which is especially relevant where enhanced benefits currently appear to apply only to senior staff.

Linking rewards to business objectives would allow GreenFriendly Eco to reinforce desired behaviours, such as productivity, quality and ethical working practices. As Armstrong and Brown (2019) suggest, reward systems that recognise value created rather than time worked are more effective in driving engagement and performance.

In conclusion, by adopting fair, transparent and well-aligned reward practices, GreenFriendly Eco could improve organisational culture, reduce turnover, increase engagement and better align employee performance and strengthen the organisational culture and goals.

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



Extrinsic rewards are benefits employees get for their work, like pay, bonuses, incentives, or perks. These rewards can influence behaviour by connecting them directly to performance results.

​At GreenFriendly Eco well-designed rewards help make expectations clear and motivate people to achieve specific goals.

​Expectancy theory supports this idea by suggesting that employees are most motivated when they believe their effort will lead to good performance and that this performance will be recognised through rewards.

​A clear, fair, and meaningful reward system can improve organisational performance. Antoni et al. (2017) claim that performance-related pay is most effective when employees understand how their achievements are measured and align with wider organisational objectives.

​Kerr and Slocum (2005) note that the way rewards are structured shapes workplace culture; if designed poorly, employees at GreenFriendly Eco could lose motivation and trust. Team-based incentives can help promote positive collaboration and accountability to support longer-term results for the organisation.

​However, just focusing on extrinsic rewards can have its downside. Financial incentives may drive immediate performance, but can lose impact over time, particularly if employees see it as an entitlement. Hajduk (2017). Senior leaders at GreenFriendly Eco should ensure the rewards encourage the right behaviours of their employees.

​In comparison, intrinsic rewards come from the work itself, including things like recognition, personal development and autonomy, which allow employees to have ownership. These link closely with intrinsic motivation theory, which suggests that internal satisfaction is a more sustainable source of motivation. Intrinsic rewards encourage people to commit fully to their roles and to go the extra mile. Antoni et al. (2017) found that employees motivated by these internal factors often produce higher-quality work and contribute to innovation. Recognition and constructive feedback enhance motivation by supporting a sense of achievement and competence. Kerr and Slocum (2005) argue that intrinsic rewards are essential to build a culture of trust.

​While intrinsic rewards can be harder to quantify, their influence is significant when leaders model and support them. Recognising behaviours such as teamwork, initiative, and continuous improvement, linking these to development opportunities can help embed positive performance across the organisation.

​In conclusion, extrinsic rewards can improve performance when they are fair, transparent, and aligned to the organisation's strategy, but they work best alongside intrinsic rewards. A balanced approach that values both immediate achievements and long-term growth creates a motivated workforce and a healthy organisational culture

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



It is important for GreenFriendly Eco to understand grade and pay structures, as a negative culture and employee turnover can be influenced by how fair and transparent employees perceive the pay to be. The main difference between formal and informal pay grades, levels, or bands is the way they are grouped and how pay progression works.  This provides an organisation with a way to implement incentive systems and policies. (Studying Human Resource Management, Stephen Taylor; Carol Woodhams) 

Formal Structures are jobs that have been evaluated into grades, and employees progress through the increments. It provides a clear framework for how salaries are managed in an organisation. A defined band reflects the different levels of responsibilities and skills. If GreenFriendly Eco incorporates this type of pay structure, it will allow the organisation to support its mission, vision, and values to ensure employees are paid in a fair and transparent way. In addition, well‑designed pay structures help ensure fairness and legal compliance, for example by reducing the risk of pay discrimination. Within a formal structure, organisations may use a broad graded or narrow banded structure, a narrow band structure consists of lots of grades with small pay ranges while a broad grade structure places roles in less bands but with a wider pay range. Without a clear criterion for progression, employee motivation and organisational culture may be affected as it can be perceived as unfair or inconsistent while narrow bands support fairness however has limited progression which can in turn lead to frustration if there is lack of progression. 

Informal Pay structure differs from that of a formal Pay structure that is usually found in public service organisations, as they are based on the individual, rather than within a structured framework. Individuals are paid salaries referred to as a single hourly, weekly, or annual rate relating to a specific job or person. (CIPD, 2025) While this approach has a ‘rate for a job’ it is often seen in lower skilled positions or in more senior posts where employers aim to retain and motivate individuals, there is no formal progression in this model but they are still reviewed in line with market trends or inflation, this structure offers a more flexible approach and can recognise a performance or development without using a formal pay system. (Armstrong, 2023)

In conclusion, the difference between the formal and informal pay structures relates to flexibility, transparency, and managerial control. Formal structures are focused on fairness and transparency, while informal is based on discretion. For GreenFriendly Eco , who are facing retention issues, choosing an appropriate pay system can shape employees' and potential employees' perception of equity and motivation CIPD (2024) 

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



According to CIPD, contingent rewards is pay or a reward that depends on an employee's performance. can target both teams and individuals. Team-based incentives can enhance collaboration and shared responsibility when team goals are clear and the distribution of rewards is perceived as fair. The effectiveness of these programs depends on how well they motivate and influence behaviour to align with the organisation’s goals. 

For individuals, performance-related pay can boost motivation by offering clear expectations and rewarding outputs. For some employees, especially skilled workers, it can increase productivity, and encourage accountability by clarifying expectations and rewards. But leaders need to apply them consistently, (Ghosh, Buss and Shivhare, 2024). In an organisation like GreenFriendly Eco, where accountability is currently limited, introducing performance-related rewards with clear criteria could motivate individuals and foster a stronger sense of ownership for outcomes. 

For teams, contingent rewards can promote shared responsibility when there is a clear reason to work together, support each other, and coordinate efforts. This can lead to better teamwork and improved overall performance. However, there can be a risk that some team members may feel they are doing more than those who contribute less, which needs careful management. as it could harm the culture in the organisation

At organisation level, well-designed contingent rewards can help connect the workforce with organisational objectives and key performance indicators. This supports cultural change and improves performance and retention. To achieve these benefits, organisations need reliable performance data and strong processes to ensure that rewards are applied fairly and consistently, as shown in CIPD’s research on incentives and recognition.

In conclusion, a contingent reward system can influence individuals, teams and organisations. but the measurable performance is mixed (Armstrong and Brown, 2019). Teams and organisations, the rewards can contribute to aligning behaviours with objectives and priorities. but outcomes depend on how rewards are designed and communicated. 

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



Benefits for GreenFriendly Eco matter as they currently offer basic holiday and pension. If they were to increase the offer, it would enhance their employment package, which would benefit employees but also the company. The merit in them offering a range of benefits such as financial, wellbeing and a variety of policies will contribute to different purposes and offer a balance for employees at different stages of their career, meaning the turnover is likely to reduce. (HR Review, 2o24) 

Benefits such as financial rewards for example, pay, bonuses, incentives, provide employees the opportunity to increase their income as well as boost motivation giving job satisfaction. For the GreenFriendly Eco, a financial benefit will support the organisation's performance linked to the company's KPIs. In order to engage employees, it will depend on fairness and line management capability. While pensions provide long-term security for employees, they can encourage retention. For example, many people in the local Government stick with public sector employment because of the ‘pension’ benefits where there is a contributory pension scheme, GreenFriendly Eco offers a non-contributory pension scheme. (CIPD, 2025)
​
Benefits such as healthcare benefits, for example EAP programme, reduced or private medical cover provides employees with peace of mind to access support, which in turn assists the organisations to reduce absenteeism, and long-term health costs (CIPD,2023)
​
Other benefits that employees can have include policies that support flexible working arrangements, to support caring for young children, doing the school runs and caring for elderly parents. For a more production workforce, condensed hours and shift flexibility with the opportunity of overtime is an attraction to new employees and retention of current, which can be valuable in a manufacturing industry when sales are up. (ACAS, 2024)

In conclusion, different benefits serve different purposes depending on the business and individuals. Benefits such as financial benefits such as overtime, pensions, bonuses support employee financial security and retention whereas wellbeing policies and support attendance, flexibility and balance as reported on in CIPD, 2024) 


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



For organisations like GreenFriendly Eco, recognition schemes are important because the current negative culture and high turnover suggest that employees do not feel valued. This can lead to disengagement, absenteeism, and lower performance, highlighting the need to create a more positive and appreciative workplace culture. Recognition schemes help to build engagement and reinforce the organisation’s behaviours and values (Armstrong, 2022). They provide a structured way for managers to acknowledge effort and success, which supports motivation and strengthens commitment to the organisation.

According to Gallup, recognition schemes are often underused. Many employees cannot remember the last time they received praise, showing that opportunities to build engagement are frequently missed. Managers should give meaningful recognition, acknowledging good work in ways that make employees feel valued and encouraged to stay committed to their roles (Gallup, 2024). When recognition is genuine, timely, and linked to specific achievements, it helps build trust and improves relationships between employees and their managers.

There are different types of recognition schemes, both formal and informal. CIPD research highlights that recognition plays a key role in employee engagement, as people who feel valued are usually more motivated and committed. Formal recognition schemes are organised across the organisation and have clear criteria and timelines, such as long service or achievement awards. These provide consistency, transparency, and a sense of fairness. Informal recognition happens more at line management level and includes simple gestures such as verbal thanks, praise in meetings, or appreciative emails. This type of recognition is low cost but often immediate and personal, which can make a noticeable difference, particularly in an environment like GreenFriendly Eco, where morale is low.

Cash rewards can offer a tangible boost and are often appreciated, especially during a cost-of-living crisis. They can help retain employees and provide short-term motivation. Non-cash rewards, such as certificates, development opportunities, or extra leave, can make people feel genuinely appreciated and recognised for their contribution (Armstrong and Taylor, 2022).

In conclusion, recognition schemes can strengthen desired behaviours, improve engagement, and support retention. Using a blend of formal and informal approaches helps ensure employees feel valued and can make a meaningful difference to morale and the overall workplace culture.

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



As a medium-sized company, GreenFriendly Eco reward structure is misaligned with the external labour market's demands and can contribute to a higher employee turnover.
​
In the UK, skilled manufacturing and technical jobs are very competitive (Francis-Devine and Powell, 2024). This competition can make it hard for companies like GreenFriendly Eco to offer their employees good benefits. While the company is currently lacking incentive schemes and rewards for traditional day work, this hinders employees from linking their effort and performance to rewards. Other competitors within the industry may offer promotional pay and recognition programmes, and this could limit Green's competitiveness and employee retention.
​
According to CIPD, reward strategies should support attraction and retention by balancing pay and benefits in line with market trends (CIPD 2023).
​
ACAS guidance notes that reward systems perceived as inflexible or unfair can contribute to low morale and higher turnover (ACAS, 2022), and GreenFriendly Eco’ s current approach may support controlling costs, but its risks appear outdated, in particular to those more skilled employees with more opportunities for choice of employment.

CIPD says internal company policies like GreenFriendly Eco’ s equity and transparency within the company should be key to maintaining trust and a positive psychological contract (CIPD, 2023), as where employees perceive unequal treatment, engagement and commitment are likely to decline.

​When there is a lack of incentive, recognition or rewards linked to performance, it can weaken the expectancy of employees. They may struggle to see how any increased effort leads to improved rewards, which in turn reinforces a negative culture. ACAS states that there is a clear link between performance, rewards and recognition in order to improve motivation and a positive employment relation (ACAS, 2022).
​
Overall, GreenFriendly Eco approach to rewards appears to show a conflict between traditional pay and expectations within the current environment. If they want to improve retention and their organisational culture, they should ensure their rewards are reflected in today's labour market that promotes fairness and supports motivation by using a balanced and transparent strategy. 


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



As GreenFriendly Eco is facing a high turnover and is seeing low morale amongst its staff, Important things to consider in reward management include the method and benchmarking data in for developing rewards (White and Drucker, 2008) By comparing its current practices with external standards and internal trends, the organisation can identify where its reward offering is falling short and where adjustments are most likely to have impact.

Using external benchmarking data, from labour market surveys and reports from the Office for National Statistics, can provide GreenFriendly Eco a reliable base to compare average earnings, working hours, and unemployment rates against other similar organisations / industries. Using data from ONS will support an evidence-based approach for GreenFriendly Eco to make decisions. This type of quantitative data is appropriate because it is regularly updated, nationally recognised and allows the organisation to measure how far its pay and conditions sit above, below or in line with the wider market.

The CIPD Reward Management Survey (2018) can provide a useful and detailed benchmark for skilled and non-skilled roles in similar organisations. These are also useful to understand market rates and pay settlements in the manufacturing industry and can be used to support rewards and benchmarking development, although it can be costly and findings may not always fit into the local labour market. (CIPD, 2018) However, when used selectively and combined with local data, these surveys enable more nuanced decisions about pay ranges, progression and benefits, supporting both competitiveness and affordability.

ACAS is able to provide guidance on fair and transparent pay systems that align with principles of employment law. GreenFriendly Eco could utilise its internal benchmarking data, which can be collected through payroll. It will allow the organisation to analyse earnings and working hours and, in turn, distribute rewards across the different groups, however it will not enable them to determine if pay is competitive externally. Internal benchmarking is therefore most appropriate for identifying inconsistencies, pay inequalities or compression within the workforce, and for monitoring the impact of any changes over time.

By using different benchmarking data, from the Office of National Statistics, CIPD surveys, ACAS guidance and internal data. If GreenFriendly Eco were to triangulate the data, it would provide an approach that supports fair pay structures, rates aligned to the current market, and targeted incentives to improve motivation, reduce turnover, and promote a positive culture. 

In conclusion, combining external, internal, quantitative and qualitative benchmarking offers the most robust way to develop insight, because it allows leaders to understand not only how pay compares, but also how employees experience it and how reward decisions influence engagement and retention.

	(AC 3.3) Explain approaches to job evaluation 



Job evaluation plays an essential role in setting pay levels for an organisation.in order to establish a fair and transparent pay structure that minimises discrimination and bias. At GreenFriendly Eco, where there are current concerns about fairness, morale, and increasing staff turnover, an effective job evaluation process is particularly important for rebuilding trust and improving workplace culture.

At present, GreenFriendly Eco appears to rely on an informal approach to job evaluation, which depends largely on managerial judgement and lacks clear documentation. According to ACAS (2014), the job evaluation process should be thorough and consistent to ensure fairness and transparency. Concerns around GreenFriendly Eco fairness, in its approach with the low morale, and higher turnover suggest that current practices may not be meeting this standard. The Informal method that is currently used may lead to inconsistency and perceptions of bias (CIPD, 2023), whereas a formal job evaluation, like those used within local authorities where a structured method and clear criteria is applied to create fairness across roles. This approach would be particularly beneficial at GreenFriendly Eco, where skilled and unskilled staff work side by side.

Organisations typically introduce or review their job evaluation processes when the current system no longer supports business needs. Common triggers include unclear grading structures or difficulties in recruitment and retention (ACAS, 2014). Having separate reward systems for senior staff can also raise concerns about equal pay and equal value. Reviewing the job evaluation process could therefore help address the risk of undervaluing certain roles, particularly lower-paid or frontline positions.

A structured analytical approach to job evaluation breaks each role into key areas such as skills, effort, responsibility and working conditions. These elements are assessed at different levels and given weightings based on their importance to the organisation. Regularly reviewing these weighting factors is vital, as inappropriate weighting can introduce bias. When applied correctly, however, this method promotes transparency and consistency in pay decisions.
The point-factor scheme is one of the most commonly used analytical methods, as it scores jobs against weighted factors to create a clear internal hierarchy. Comparing these scores with external benchmarks through job matching also helps maintain competitiveness in the labour market.

For GreenFriendly Eco, adopting a formal, transparent, and consistent job evaluation process would not only improve fairness and trust but also strengthen compliance with equal pay legislation. Building employees’ confidence in how pay decisions are made would further support a positive shift in organisational culture (ACAS, 2014; CIPD, 2023).

	.AC 3.4 Explain the legislative requirements that impact reward practice 



Legislative requirements can shape how an organisation designs and operates its reward practices by ensuring minimum standards, equality and transparency.
​
The Equality Act 2010 requires men and women at GreenFriendly Eco who are doing like-for-like work and work of equal value to receive equal pay, including wages, holiday pay and pension.

​Meaning any special pension schemes or incentive schemes for senior groups must be justified, or the organisation can be at risk of an equal pay claim. In order to comply, GreenFriendly Eco should have a robust job evaluation process that evidences any pay differences between skilled and non-skilled, responsibility and decision‑making. If they fail to do this, it could lead to tribunal litigation, and they could be liable for up to six years of back pay and reputational damage.
​
The national minimum wage and national living wage laws set an hourly pay wage.
​GreenFriendly Eco needs to ensure they are paying the basic rates for every age group. In practice, senior managers must factor increases into their annual pay reviews and within their budget forecasts.
​
Under the Employment Rights Act 1996, workers should be given a pay statement that states their gross pay, deductions and net pay, and the hours worked. Therefore, GreenFriendly Eco needs to operate payroll systems that break these down so employees can understand.
​
For GreenFriendly Eco to ensure its reward practices are aligned with a fair reward structure, they should proactively monitor any internal pay gaps and ensure the incentive for pension arrangements is transparent. Promoting fairness, which is then strongly associated with improved commitment and lower turnovers (Armstrong, 2020), by embedding a regular pay audit with clear documentation for HR decisions will support an inclusive and trusting organisation and, in turn, reduce the risk of any equal pay claims and improve the green-friendly eco reputation. (CIPD, 2024)
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