2

AC 1.1 
Reward refers to the range of financial and non-financial benefits given to employees in exchange for their contribution, including pay, benefits and non-financial incentives such as flexible working, which when combined are commonly referred to as total reward approaches and are designed to meet both employee needs and organisational objectives (CIPD, 2025a). 

[bookmark: _Hlk218939282][bookmark: _Hlk218945559]Pay and benefits play a critical role in attracting, retaining and engaging employees (Waite et al. 2021, p.188), particularly in organisations experiencing high turnover, such as GreenFriendlyEco. It is therefore essential that the organisation’s reward packages support both employees and organisational performance and culture, as reward systems directly influence motivation, behaviour and engagement. Waite et al. (2021, p. 187) highlights that effective reward strategies align with organisational objectives and values while recognising that employees may value different elements of reward depending on their personal circumstances and stage of life. Some employees may prioritise pay and bonuses, while others place greater value on development opportunities, job security or work–life balance. 

Dissatisfaction with reward is a key factor influencing employees’ decisions to leave an organisation when it is perceived as inadequate or unfair (Taylor and Woodhams. 2022, p.102). At GreenFriendlyEco, the absence of incentive schemes and exclusive reward arrangements for senior staff risks creating perceptions of unfairness between skilled and non-skilled employees, leading to disengagement, undermining trust and morale, and further reinforcing a negative organisational culture. Transparency is particularly important because employees’ perceptions of fairness are influenced not only by reward but by how pay decisions are explained and communicated; when reward decisions are not clearly communicated, employees can feel ‘kept in the dark’, which reinforces perceptions of unfair treatment and bias and damages trust in the organisation (Howlett, 2019). 

CIPD (2025a) emphasises that effective reward packages should meet the needs of employees, the business and the organisation’s purpose in a fair and responsible way. A report by the CIPD, (2022) shows a strong correlation between fair reward practices and employee motivation, highlighting that when employees perceive reward systems to be equitable, transparent and linked to contribution, they are more likely to feel valued, which positively influences motivation, engagement and effort. 

[bookmark: _Hlk218945435]By introducing a structured and transparent reward approach that combines pay, benefits, recognition and development opportunities, GreenFriendlyEco can rebuild trust, reduce employee turnover and strengthen its position as an employer of choice, characterised by a positive organisational culture and fair recognition of employee contribution (Waite et al. 2021, p.188). 

AC 1.2

[bookmark: _Hlk218946424]Extrinsic rewards are externally provided and tangible in nature, including pay, bonuses and benefits (Hajduk, 2017). At GreenFriendlyEco, current extrinsic rewards consist of basic pay, statutory benefits, and a non-contributory pension scheme. These rewards align with Maslow’s lower-level needs, as basic pay enables employees to meet physiological needs, while job security and stable working conditions address safety needs (Waite et al. 2021, p.168). Meeting these needs is essential for enabling employees to attend work consistently and perform their roles effectively. 
However, currently at GreenFriendlyEco, the absence of any incentive scheme and the limited range of extrinsic rewards raise concerns about whether all employees’ physiological needs are being adequately met. While basic pay and statutory benefits may have been sufficient in the past, increasing cost-of-living pressures mean that some non-skilled employees may struggle to afford essential living expenses. This highlights a business case for supporting employees’ financial wellbeing, as financial stress can lead to absence, presenteeism and reduced concentration and performance, reinforcing the need for employers to review whether their reward approach remains fit for purpose during the current cost-of-living crisis (CIPD, 2025a).

Introducing appropriate extrinsic rewards, such as fair pay reviews or performance-related incentives, could help GreenFriendlyEco reduce financial stress and improve workforce stability as research demonstrates that financial incentives can significantly enhance employee motivation and performance (CIPD, 2022). However, Herzberg’s motivation–hygiene theory shows that while pay and job security must be adequate to prevent dissatisfaction, they do not create sustained motivation when enhanced (Waite et al. 2021, p.169). Therefore, Sustained improvements in performance require a balance of extrinsic and intrinsic rewards.

Maslow’s hierarchy states that once lower-level extrinsic needs are reasonably satisfied, employees are more likely to be motivated by higher-level intrinsic needs, such as belonging, esteem and personal development (Waite et al. 2021, p.169).  Intrinsic rewards are internally experienced and relate to Maslow’s esteem needs employees require from their work, including recognition, a sense of achievement, responsibility, respect and opportunities for development. At GreenFriendlyEco, the focus on measured day work and the absence of recognition or development opportunities may limit employees’ ability to experience these intrinsic rewards, contributing to a negative organisational culture.

Herzberg’s motivation–hygiene theory supports the importance of intrinsic rewards in improving employee contribution and sustained organisational performance. Herzberg identifies achievement, recognition, responsibility and growth as motivators that actively enhance job satisfaction and encourage employee effort (Waite et al. 2021, p.169). Unlike extrinsic rewards, intrinsic rewards are more closely associated with long-term motivation and sustained performance. 

Employee motivation is driven by both extrinsic and intrinsic factors, which are essential for sustained performance (CIPD, 2025b). At GreenFriendlyEco, combining recognition and development with performance-related bonuses could improve engagement and performance.

AC 2.1

Pay structures provide a framework for determining pay levels and wage progression and play an important role in supporting fairness, transparency and consistency in reward management (CIPD, 2025c). At GreenFriendlyEco, informal pay practices could be contributing to perceptions of unfairness and inconsistency, particularly where special arrangements exist for senior staff. Introducing a formal pay structure could therefore help align reward with organisational values, improve fairness and clearly communicate how pay is determined. 

There are a variety of different pay structures available to organisations, and a CIPD Reward Management Survey (2022) found that 81% of employers regularly review pay structures to ensure fairness, with this practice most common in the private sector. However, low levels of transparency remain, as many employees are unclear about how pay is determined or what is required to progress (UNISON, 2023). This demonstrates the importance of clear and structured pay frameworks, as a lack of transparency can undermine trust and encourage employees to seek opportunities elsewhere.

Narrow-graded pay structures consist of many grades, often ten or more, with limited pay ranges and progression typically linked to length of service. While these structures offer control, employees often reach the top of their grade quickly, leading employees to feel stuck with limited progression, which creates pressure for role upgrades and can result in grade drift, where jobs are reclassified at higher levels without sufficient justification (CIPD, 2025c). UNSION (2023) advises that broad-graded pay structures, by contrast, contain fewer grades with wider pay ranges and role definitions, allowing greater scope for progression without the need for regrading or promotion and helping to manage grade drift more effectively. In broad-banding structures, greater emphasis is placed on assessing the individual’s competence, skills and career development rather than solely the job role.

Both structures can incorporate performance-related pay, where progression or pay increases are linked to individual or team performance. Performance-related pay is designed to motivate employees by rewarding them for their contribution, based on the idea that when individuals perform better, the organisation also performs better (CIPD, 2025d). CIPD (2025d) evidence shows that financial incentives can enhance motivation and performance, with employees valuing recognition for effort and higher rewards for higher performance, particularly in the private sector. 

The use of pay spine structures, commonly used systems made up of incremental pay points within a grade, where employees progress based on length of service and satisfactory performance could also be effective for the organisation (UNISON, 2023). At GreenFriendlyEco, introducing pay spines could support employee retention and loyalty by providing clear, predictable pay progression that rewards continued service. This transparency would encourage employees to remain with the organisation and reduce turnover. 

AC 2.2

Contingent rewards are rewards that depend on an employee’s performance or contribution to organisational performance rather than being guaranteed (Ogbonnaya, Daniels and Nielson, 2020). It is about what a company values and what they are prepared to pay for. Common forms include performance-related pay, rewards linked to skills, contribution-based pay and length-of-service rewards. These approaches are designed to motivate employees by strengthening the link between effort and reward and are often used to encourage behaviours that support organisational goals (CIPD, 2025d). 

Performance-related pay (PRP) links salary progression directly to individual or team performance outcomes, which are measured against agreed objectives, and is commonly used in the private sector. CIPD (2025d) evidence suggests that PRP can positively influence individual and team motivation, job satisfaction and commitment when employees perceive the system as fair and achievable.

However, while contingent rewards can motivate employees and improve performance, research also suggests that pay frameworks can intensify work and increase pressure. Research by Ogbonnaya, Daniels and Nielson (2020) found that performance-related pay was the only form of contingent reward consistently associated with higher job satisfaction, commitment and trust in management, yet it was also linked to employees feeling that work demands were excessive or that there was insufficient time to complete tasks. By linking performance to financial incentives, employers demonstrate expectations of increased effort, which can lead employees to feel obliged to work harder in exchange for higher pay.  
Performance-related pay works best when work demands and rewards are balanced to protect employee wellbeing.

Competency, skills and contribution rewards focus on meeting agreed standards of performance and developing knowledge and behaviours, rather than achieving specific outputs or targets, helping to support long-term performance (Neathey and Reilly, 2003). At GreenFriendlyEco, these rewards could motivate individuals and encourage team contribution and knowledge sharing. Length-of-service rewards, such as pay spines, would support retention and workforce stability but are less effective at driving individual performance unless combined with other rewards. 

CIPD (2025d) evidence shows that contingent reward approaches are most effective when performance is measured fairly, using a balanced combination of objective criteria and managerial judgement. At GreenFriendlyEco, involving line managers early and using clear criteria and aligned ratings can support consistent, transparent performance decisions and reduce bias. If managed poorly, contingent pay can feel unfair and damage culture, so it must be designed and delivered carefully.

AC 2.3

Employee benefits can attract and retain employees, improve wellbeing, and encouraging key behaviours and skills (CIPD, 2025e). At GreenFriendlyEco, benefits could reduce turnover and support a more positive culture, but they must be applied fairly across the workforce. With senior staff already seen to receive better incentives, any new benefits, as well as existing holiday entitlement and pension schemes, should be clearly communicated and applied consistently across all departments to rebuild trust and morale.

Flexible working gives employees more control over their hours and patterns, such as flexible start and finish times or compressed hours, improving work–life balance, engagement and wellbeing (CIPD, 2018). It is also linked to higher job satisfaction and loyalty, and lower absence, particularly for parents, carers and employees with disabilities or long-term health conditions (CIPD, 2018). At GreenFriendlyEco, offering flexibility could improve retention by helping experienced employees manage work–life pressures, while boosting morale and workplace culture.

Campbell (2024) suggests flexible working benefits most employees by giving them choice and helping them feel trusted. Although manufacturing roles are less flexible, GreenFriendlyEco could offer practical options through part-time hours and employee input into rota planning, ensuring fairness across both operational and office-based roles. Flexible working is also a strong recruitment tool, often valued above salary, and advertising it could give GreenFriendlyEco an advantage as only around 30% of UK vacancies promote flexible working (Campbell, 2024).

From April 2026, SSP waiting days will be removed and Statutory Sick Pay will be payable from day one of sickness absence, providing immediate financial support for employees with short-term illness (Masterson, 2026). While SSP offers a basic safety net, many employers build on this through enhanced sick pay as part of a wider ‘total reward’ approach, using benefits strategically to attract, retain and motivate employees based on different needs (CIPD, 2025e). At GreenFriendlyEco, enhanced sick pay would be particularly valuable in a physically demanding manufacturing environment, supporting wellbeing and improving morale by showing employees they are valued, and should be applied consistently across the whole workforce. 

Long-service rewards recognise employee loyalty through benefits such as extra annual leave, vouchers or one-off payments at key milestones, for example 5, 10 and 20 years’ service. These awards are particularly valuable during periods of workforce pressure because they show appreciation to experienced employees at a time when vacancies are rising and job satisfaction is falling (NHS Employers, 2024). At GreenFriendlyEco, long-service rewards could strengthen engagement by making employees feel recognised for their commitment, while also supporting retention by encouraging employees to stay longer and protecting valuable skills and knowledge. 

AC 2.4

Recognition schemes allow organisations to formally or informally show appreciation for the contribution that individuals or teams make in their work (Waite et al. 2021, p.195). A WorldatWork survey (CIPD, 2020) found that most organisations use recognition programmes, ranging from simple awards to vouchers or bonuses, because recognition can improve motivation, reduce turnover, increase productivity and strengthen employer branding. This is particularly relevant for GreenFriendlyEco, where turnover is rising and workplace culture is negative.

Formal recognition schemes are planned events such as employee of the month, long-service recognition or award ceremonies (Waite et al. 2021, p.195). Their main strength is that they provide clear, visible appreciation and show employees their work is valued. At GreenFriendlyEco, using consistent criteria across departments would enhance fairness, reduce concerns about special schemes, and help improve retention by reinforcing that effort and commitment are recognised. To avoid the scheme having the opposite intended effect, nominations should be supported by clear guidelines so managers are not seen to show favouritism or reward the same employees repeatedly, which could demotivate others.

Informal recognition is day-to-day appreciation, such as thanking employees or praising good work in the moment. Its advantage is that it is immediate, free and often more meaningful because it feels personal and genuine. At GreenFriendlyEco, informal recognition could quickly improve morale in a measured day work environment by helping employees feel respected and valued. Recognition should not be limited to planned events, so managers need to understand what employees do day-to-day to spot opportunities to acknowledge effort and contribution (Waite et al. 2021, p.195).

According to the CIPD, one of the most effective ways of recognising employees is through public recognition such as the internet and social media (CIPD, 2020). This could include LinkedIn, company intranets such as Viva Engage or recognition of a colleague in a team meeting. The CIPD (2020), argues that its strength is that it builds pride and visibility, reinforces positive behaviours, and strengthens employer branding, helping GreenFriendlyEco become an employer of choice. Public recognition can boost morale and teamwork, but it must be fair across skilled and non-skilled employees and based on clear reasons to avoid perceptions of favouritism.

Recognition improves morale, with 82% of employees reporting they feel happier when acknowledged at work (People Management, 2023), so embedding consistent and fair recognition practices across the workforce should support a more positive and motivated workplace culture.

AC 3.1

Assessing GreenFriendlyEco’s reward environment requires consideration of both internal practices and wider changes since its founding in the mid-1970s. At that time, attempts to control pay growth and high marginal tax rates encouraged many employers to offer generous benefits, particularly for senior staff, as a way of increasing overall reward without raising fixed pay (CIPD, 2025e). This helps to explain why GreenFriendlyEco may still have a culture where ‘special schemes’ exist for senior employees, even though most employees receive a standard holiday allowance and are included in the non-contributory pension scheme. What was once accepted may now be perceived as unfair, as uniform benefits are designed to promote inclusivity and community and prevent status-based treatment (Baska, 2019).

Internally, GreenFriendlyEco’s reward approach is traditional, with performance tied to measured day work and standard times controlled by Finance and Administration. With no incentive scheme, employees may see little reward for extra effort, contributing to low morale and performance. Fairness is therefore crucial, as research highlights that events such as the pandemic increased employee focus on reward fairness and inequalities in access to benefits, with many employees viewing unequal treatment as unfair (CIPD, 2021). At GreenFriendlyEco, improving transparency and applying reward consistently across all roles would help rebuild trust and engagement.

The CIPD (2025e) suggests pay and benefits are used to influence employee behaviour by attracting, retaining and motivating people. While pay and benefits were once treated separately, employees are now influenced by a broader mix of financial and non-financial factors, driving a shift towards total reward that combines pay, benefits, development, recognition and work experience goals (Waite et al. 2021, p.188). Given GreenFriendlyEco’s lack of incentives and perceived benefit inequity, adopting a total reward approach is essential to address turnover and low morale.

Externally, a PESTLE analysis highlights key issues shaping GreenFriendlyEco’s reward environment. Economically, increasing in-work poverty driven by rising living costs and low pay has heightened employee demand for benefits that support financial wellbeing and basic living standards, especially among lower-paid workers (CIPD, 2024a). At GreenFriendlyEco, the reliance on basic pay and measured day work for many lower-skilled employees means rising living costs are likely to have a greater impact, increasing dissatisfaction and turnover. Social expectations have also shifted towards wellbeing and sick pay, work–life balance, progression opportunities and flexible working (CIPD, 2021). Employment law sets statutory minimum requirements for pay and benefits, but to remain competitive, GreenFriendlyEco must regularly review its offering against local competitors, particularly where skilled labour is in high demand.

The reward environment at GreenFriendlyEco reflects older practices, but internal turnover and external pressures mean the organisation must modernise its approach. 

AC 3.2

Through benchmarking, GreenFriendlyEco can check whether its offer is competitive and fair and use this insight to improve culture and performance. Long-term success relies on senior leaders using accurate workforce data to understand the value of their people and the risks linked to rising turnover (CIPD, 2023). 

One way that GreenFriendlyEco can gather benchmarking data is to use trusted salary surveys and job comparison tools, such as Croner’s SalarySearch, which is widely used by employers to support annual pay reviews. This approach is reliable because it uses large UK datasets across many sectors, allowing GreenFriendlyEco to compare local, like-for-like roles such as production operatives and quickly see the market rate for each job (Croner, 2023). Job comparison tools can also support a more analytical, points-based approach to job matching by breaking roles down into factors such as skills, responsibility and effort, which makes grading clearer and easier to explain to employees (CIPD, 2025f). This improves transparency by focusing on the demands of the job rather than the individual doing it. Unclear or uncompetitive pay can undermine recruitment, with candidates increasingly declining offers, withdrawing from interviews, renegotiating terms or leaving within the first 12 weeks, demonstrating the need for accurate pay benchmarking (CIPD, 2024b).

Another way GreenFriendlyEco can gather benchmarking insight is by reviewing local job adverts on sites such as Indeed and LinkedIn, allowing the organisation to compare specific roles, pay and total reward packages, including overtime, bonuses and long-term incentives. This approach can provide more current and detailed insight than some salary surveys and is low cost, as it does not require a paid subscription. However, Accolyte (2026) notes that this approach has limitations, as only a small number of job adverts include salary ranges and many provide limited detail on role responsibilities and skill requirements, making like-for-like comparisons difficult. There is also a risk of reporting bias, as employers may omit or adjust pay information to protect their competitive position. Farrand (2023) advises that organisations should not simply copy competitors or aim to pay slightly more, as reward strategy should reflect the organisation’s own business goals, culture and retention priorities. 

GreenFriendlyEco can also benchmark reward through internal employee surveys that assess perceptions of pay, benefits and recognition. Internal benchmarking compares results over time, such as changes in engagement and intention-to-leave rates (Swank, 2022). It works best with short, regular pulse surveys as this provides more timely and actionable feedback (Cholteeva, 2022). This approach can be more useful than external benchmarking, as external survey data is not always like-for-like and may exclude key competitors. GreenFriendlyEco can compare teams and sites internally to see what high-performing areas do well and share these best practices across the business (Hoek, 2015). While survey data reflects perceptions rather than market rates and may be affected by response quality, well-designed surveys provide valuable evidence to improve reward and support retention.




AC 3.3

Job evaluation is a structured way for GreenFriendlyEco to compare roles and decide how they should be valued and paid. Acas (2021) defines job evaluation as ‘a method of determining on a systematic basis the relative importance of a number of different jobs.’ Job evaluation focuses on the job itself rather than the individual doing it, helping consistent decisions about grading, pay ranges and progression. It gives managers an objective, consistent way to explain why some roles are graded and paid higher than others, reducing the risk of bias or discrimination (Acas, 2021). 

A formal approach to job evaluation is usually analytical, meaning jobs are broken down into key components and assessed in a structured and consistent way. This is the approach most employers use because it is more objective and can also help provide a defence against equal pay claims (CIPD, 2025f). GreenFriendlyEco could apply a points rating method by assessing each role against agreed factors such as knowledge and experience, responsibility for people, physical effort, communication skills, and initiative and independence. Each factor is scored or weighted, and the total points show how demanding the job is and which grade it should sit within (CIPD, 2025f). One drawback is that it takes time and effort to set up properly, and if the factors are not chosen carefully the scoring can become confusing or misleading (Acas, 2021). However, once in place it gives GreenFriendlyEco a fair and clear pay structure that managers can explain easily and apply consistently across the business.

An informal approach to job evaluation is usually non-analytical, where whole jobs are compared without breaking them into detailed factors. According to the CIPD (2025f), this can be quicker, cheaper and easier to apply, which may appeal to GreenFriendlyEco. Typical methods include job ranking, where roles are placed in order of importance or difficulty, paired comparisons, where jobs are compared one by one, and job classification, where jobs are matched to a small number of pre-set grades based on general responsibilities and skill levels (CIPD, 2025f). However, informal approaches often price jobs based on assumptions about internal and external comparisons or simply use ‘going rates’ when recruiting without a systematic study, which can lead to costly pay mistakes (HRM Handbook, 2026). Because these methods rely heavily on judgement, they are less objective and harder to justify, which may increase perceptions of unfairness and damage trust if employees already feel negative about pay and reward.  

Overall, job evaluation would help GreenFriendlyEco introduce a fairer and more transparent pay structure that managers can clearly justify.

AC 3.4

GreenFriendlyEco must ensure that all pay and reward policies comply with UK employment law. This means the organisation must ensure pay and reward policies are lawful, consistently applied, and clearly evidenced (CIPD, 2025a). Key legal requirements that directly impact reward include the National Minimum Wage and equal pay law, as well as wider requirements such as gender pay gap reporting.

The National Minimum Wage Act 1998 sets minimum hourly pay rates for workers aged 16 and over, with rates reviewed annually each April (Daniels, 2025, p.96). From April 2026, rates will increase to £12.71 for those aged 21 and over and £10.85 for ages 18–20 (Morris, 2026). GreenFriendlyEco must therefore regularly review pay, particularly for non-skilled or entry-level roles, to ensure compliance, especially where measured day work or standard times apply, as minimum wage requirements must be met regardless of performance levels.

While it is not a legal requirement, many employers choose to pay the voluntary Living Wage, which will increase to £13.45 from 1 April 2026. The Living Wage Foundation argues that it is the only UK wage rate that meets the real cost of living and is paid by over 16,000 UK employers (Living Wage Foundation, 2026). Paying this increased rate can support retention and employee morale in competitive labour markets.

Equal pay legislation, set out in the Equality Act 2010, has a major impact on reward practice because it requires men and women to receive the same pay and contractual terms where they are doing like work, work rated as equivalent or work of equal value (Daniels, 2025, p. 132). Equal pay claims arise where a woman’s terms and conditions are less favourable than a man’s for equal work, constituting sex discrimination; this was highlighted in 2024 when over 3,500 Next employees won an equal pay claim after female retail staff were unfairly paid less than mainly male warehouse workers, resulting in more than £30m in back pay (Hooker, 2024). At GreenFriendlyEco, informal pay arrangements and special benefits could create equal pay risk, so implementing job evaluation, clear pay structures and consistent benefits would support compliance.

Employers with 250 or more employees must publish annual gender pay gap data under the Equality Act 2010 (Gender Pay Gap Information) Regulations 2017, using a 5 April pay snapshot in the private sector (Daniels, 2025, p.138). With women comprising around half of the talent pool and achieving higher qualification levels, their attraction, retention and progression are critical to GreenFriendlyEco’s long-term workforce sustainability (CIPD, 2024c). 

Ensuring minimum wage and equal pay compliance is essential to any reward changes at GreenFriendlyEco, helping to minimise risk, build trust and strengthen organisational culture.
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