(AC 1.1)

Rewards in the workplace covers any financial exchange to employees 
including receipt of cash payment or non-pay benefits such as flexible working for the contribution that they make to the organisation. Greenfriendlyeco currently have no formal reward scheme in place. (CIPD, 2025)

According to CIPD, total reward is the best approach to utilise as they recognise pay does’nt drive motivation, performance and engagement long term. They also believe that an effective reward strategy must include rewards that support organisational objectives, reinforces the organisational desired behaviours including rewards that are fair, transparent and inclusive. (CIPD, 2025)

The key principles of reward include fairness and equity, if employees feel they are being treated fairly this will promote engagement and trust. This can be done by having a formal pay grade structure in place, aligning similar jobs pay within the organisation and in the wider labour market. If employees deem, they are being treated unfairly this can break the psychological contract between an employee and an employer. (Taylor & Woodhams, 2022)

The decision surrounding pay grade structures should be transparent, following a job evaluation framework to ensure rationale behind pay decisions are made. According to procedural justice theory employees are more likely to accept decisions if any process followed is deemed fair and consistent. Transparency also promotes employee voice and trust. (Tyler & Mentovich, 2023) Greenfriendlyeco would benefit from implementing a structured job evaluation method, this would reduce inconsistencies in pay and ensure fairness moving forward.

Another key principle of reward is consistency, avoiding bias, discrimination claims and avoids loss of confidence in management. Utilising reward should reinforce performance however there is a fine line between too much drive on financial incentives. According to the Expectancy Theory motivation should depend on expectation that effort leads to performance with a belief that performance should lead to valued outcomes. (Sutton, 2024). CIPD believes that rewards should align with clear objectives, meaningful feedback and development. (CIPD, 2025)

[bookmark: _Hlk218691765]It is important that principles of reward can be intrinsic, which comes from the work and is driven by development and challenges or extrinsic which include pay, status and the employee’s working environment. (Taylor & Woodhams, 2022)

All these key principles are paramount to elimating Greenfriendlyeco’s negative culture and play a key part in support enhancing their motivation, behaviour and performance and promoting fairness, motivation and engagement.

 (AC 1.2)

Employee rewards systems play a central role in shaping individual effort, engagement and long-term organisational success. Extrinsic and intrinsic rewards contribute to improving employee contribution, however they both operate using differing motivational mechanisms, both impairing sustained performance. Extrinsic rewards refer to external incentives such as pay, bonuses, benefits, and working environments which focuse on attracting and retaining talent whilst outlining performance expectations. By incorporating performance related pay this can drive employees to reach targets whilst ensuring fairness as this is transparently linking reward to contribution. However, using extrinsic reward mechanisms solely may discourage team spirit and creativity leading to employees no longer being led by measurable outcomes. (Taylor & Woodhams, 2022).

Through cultural changes it is thought that finances have decreased in people’s priority and can end up being demotivating if employees feel that they are being paid unfairly. (Hajduk, 2017).

Intrinsic rewards refer to the job itself relating to development and how meaningful you find the job, relating to commitment, resilience and creativity which are dependant on the values of the individual and the organisational goals. Fostering this approach within the organisation can lead to teamwork, continuous improvement therefore innovation. It is important that principles of reward can be intrinsic, which comes from the actual work and is driven by development, challenges or pay which is extrinsic, and the employee’s working environment. (Taylor & Woodhams, 2022).

Greenfriendlyeco currently has a high turnover of staff, employees have low morale, and limited reward. They would benefit from exploring how intrinsic and extrinsic rewards could be utilised to enhance contribution and sustained organisational performance. Within Greenfriendlyeco they currently have benefits for senior staff which leads to dissatisfaction and high turnover of staff, by incorporating transparent extrinsic reward such as skill-based pay throughout the whole organisation improving motivation. However, utilising only extrinsic reward can lead to reinforcement of a short term, transactional culture. They should incorporate intrinsic rewards and can do so by introducing recognition, autonomy and development opportunities ensuring a balanced reward strategy. (CIPD, 2025).

 (AC 2.1)

Grade and pay structures are used to ensure job roles are paid fairly and given a clear outlook on progression opportunities.
A grade structure is set up to put job roles of similar responsibilities into groups, the structure usually consists of grades, bands, ranks or levels. Greenfriendlyeco dont have an incentive scheme. There are many types of grade structures, dependant on the organisation. Single grade structure is where everyone fits into a multi grade structure which is the most traditional structure used, usually within large or hierarchical organisations which is transparent however this option can limit flexibility. (Woodhams & Perkins, 2022).
You can group a department together into families with progression within each department, called a career family grade structure and supports specialist career pathways. This is effective in organisations that have broad roles like Greenfriendlyeco as you have skilled roles, production and office-based staff. Using this would help enforce market competitive rates for specialist roles whilst enforcing fairness. (CIPD, 2025).
Pay structures is a definition of pay itself and the role’s value organisation in line with the market rate, this should be established using a fair process which could include job evaluation or market rate analysis. According to Reward Management Survey in 2019 67% if employers us a pay structure. (CIPD,2025).
 It is paramount the value is established fairly using these frameworks avoiding inequity, helping set up of pay policies for the organisation ensuring transparency. Similarly, to pay structure, dependant on the organisation this can be one structure or set into sub sections. 
There are several types of pay structures which include narrow graded pay structures whereby each grade contains a range of different pay which may overlap throughout the grades. Clearly outlining progressional opportunities and promotes regular promotions, however this approach wouldn’t suite Greenfriendlyeco as would reinforce issues they already face, including encourage too much structure and not enough autonomy. 
A broad banded pay structure is similar whereby grades are grouped together to form a wider group; however, this allows for employees to move up the pay scales without having to change roles. This is good for pay rewards as may suite Greenfriendlyeco as is supportive of career development, however, needs close monitoring as can drift because managers have more autonomy with pay for employees, however this does mean less transparency.
The most common type of pay structure is pay spines which is mostly used in the public sector, linking certain pay brackets to grades, with this structure employees tend to move up the pay brackets annually which is good for consistency and fairness however there is barriers when it comes to reward performance.  (Woodhams & Perkins, 2022).
They key differences with the structures are the level of flexibility, transparency and management control in each. Each has negatives and positives, and the structure used should depend on the needs, size and culture of the organisation.
 (AC 2.2)

Contingent reward relates to pay or benefits that link to two objectives within an organisation including what we value and what do we prioritise using our budget for. These rewards are linked to performance such as bonuses, commission or recognition rewards. (Woodhams & Perkins, 2022).
The effects contingent reward has on employees individually is motivation and effort, according to CIPD when rewards are linked to achievable and fair performance criteria, employees have a clearer understanding of expectations and in turn should positively influence productivity and accountability. (CIPD, 2025). According to Armstrong & Taylor (2020) this is a good rewards scheme as it sets out clear goals for individuals and simply outlines what individuals will get for efforts. According to Vrooms Expectancy theory a person’s motivation is higher when they feel that their effort will result in some form of reward. (Vroom. 1964).
Contingent reward can positively affect the team within an organisation as it can reinforce collaboration, if objectives are outlined employees can have a shared goal. If team-based bonuses are introduced, then this can encourage cooperation and collective responsibility for outcomes. According to CIPD contingent reward works well in interdependent working settings whereby collective goals are set. (CIPD, 2025). However, according to Adam’s Equity Theory if the rewards distributed are deemed as biased or unequal throughout the organisation this can have a negative effect weakening team morale reducing effort and performance. (Adams, 1965). 
Contingent reward can positively affect the organisation as it can align employee behaviour using strategic priorities, if rewards set are in line with the organisation’s goals and values. (Armstrong, 2021). Within Greenfriendlyeco at the moment they rely on day to day measured work within set time frames and do not incorporate any performance related incentives, this would save money however by incorporating contingent reward can lead to enhancing performance and innovation by including team based rewards linked to outcomes such as productivity improvement, waste reduction or quality standards as this then provides a link between the employees efforts and the organisations success.
However, using this method could undermine intrinsic motivation if schemes are not thought out effectively as employees could look at short term goals rather than sustainable performance therefore it is paramount that a contingent reward scheme is designed effectively to ensure fairness and transparency. (CIPD, 2025).
Contingent reward can be positive for employees individually, as a team and for the organisation as a whole, when framework is set up fairly, aligns with organisations goals and objectives and is clearly communicated to all parties and is not based solely on the reward itself but on how consistent this is amongst all staff, how this positively influences performance engagement and is widely utilised within organisations. 
 (AC 2.3)

Employee benefits are a means of attracting employees to an organisation and retaining them, it has other benefits such as increase employee’s wellbeing, performance and if rewards are strategically implemented then can lead to employees conforming to certain behaviours and values that align with organisations culture whilst feeling valued and developing skills to achieve goals effectively.  (CIPD, 2025).
One benefit used would be financial benefits such as pension, bonuses, private medical insurance and share schemes. The merits of utilising these could include they provide financial security and can leave employees feeling valued. The use of a pension scheme can promote retention whilst ensuring employees financial stability beyond employment. (Armstrong and Taylor, 2023). Now may be a good time to review the pension scheme in Greenfriendlyeco which would ensure transparency and consistency across all employees in organisation as now only senior managers receive this benefit which could be enforcing negative culture and decreasing retention. Providing medical insurance whilst leaving the employee feeling valued can also reduce sickness absence which in turn saves the organisation money through payment to absent members of staff or cover for those off on long term sickness absence. (CIPD, 2025). The merit of bonuses could be these drives positive performance, utilising bonus scheme. In Greenfriendlyeco could be beneficial as it could increase performance, reduce waste whilst promote compliance to safety targets and in turn strengthen the link between effort and reward.
Whilst these are all benefits that have clear positive rewards for the employee and the organisation, they may not all be attainable as can be costly and certain benefits may suit certain organisations or departments more than others so is useful to consider this when deciding which benefits to offer.
Another type of benefit is non-financial benefits such as learning and development opportunities and career progression in the organisation which falls in line with intrinsic motivation. This could be done by offering a learning and development department that could offer support and courses for development opportunities which will in turn promote retention and job satisfaction, this shows investment in employees.  (Armstrong, 2021). Another non-financial benefit would be offering a recognition programme which could come at a very low cost which include enforcing regular supervisions, offering praise and in turn steer employees to organisations goals and values. This also instils psychological contract with employees. This could be incorporated into the pay grade utilised within the organisation. (CIPD, 2025).
A non-financial benefit which could be utilised is considering work life balance benefits such as introducing flexible working arrangements or hybrid working which offer opportunities to employees to manage their work and home life more effectively which in turn can reduce stress and improve wellbeing then minimising sickness absence and increasing job satisfaction. Introducing this can improve retention and considers organisational diversity and inclusion objectives within the organisation (CIPD, 2025).
 (AC 2.4)

Recognition schemes are utilised within organisations rewards strategies and are designed to drive motivation, engagement and retention within an organisation. CIPD state that effective recognition is paramount to utilise within any organisation as it results in employees feeling valued and work within objectives and values that align with the organisations. (CIPD, 2025).
There are financial and non-financial recognition schemes, financial recognition schemes include bonuses, performance related pay and vouchers. These offer rewards immediately following on from achieving the specific target this then promotes motivation with short term performance. Financial recognition schemes should be linked to clear performance measures from the outset to ensure a fair and transparent process is followed when being rewarded with this. By doing this it will enhance the psychological contract between the employer and the employee (Armstrong, 2021). However, it is important to note that organisations should not rely solely on financial recognition and should be balanced with other means of recognition with intrinsic motivation in mind. (CIPD, 2025).
Non-financial recognition schemes include praise and acknowledgements for performance which are basically low-cost actions that would result in emotional impact. Leaving employees feeling valued and enhancing their wellbeing leading to higher motivation and retention. Research conducted by CIPD have found that this type of recognition is more effective than financial schemes in motivating staff. (CIPD, 2025). This could be introduced to Greenfriendlyeco as this is good for both skilled and non-skilled employees and could be done by using a recognition board on the factory floor to reinforce everyday efforts.
Another recognition scheme used is formal recognition programmes which could include rewards for continuous service such as enhancing holiday entitlement for certain years of service. This scheme ensures consistency and equity throughout organisation and should therefore promote retention and again reinforce organisational values however this would have to be carefully managed to ensure no bias. (Armstrong & Taylor, 2020).
Informal and peer to peer recognition is a way of empowering employees to recognise colleagues for their efforts in which promotes collaboration, trust and inclusivity. CIPD states that this form of recognition enhances engagement by creating autonomy in recognition of good performance. (CIPD, 2025). This could easily be incorporated into Greenfriendlyeco by introducing a quarterly values-based award in recognition of things like safety, quality or targets, aligning with their objectives whilst promoting collaboration.
There is no one recognition scheme that is best and Greenfriendlyeco could utilise a combination of these as will ensure alignment of recognition of organisational culture and employees’ expectation whilst supporting performance and engagement.

 (AC 3.1)


A reward environment is made up of a combination of internal and external organisational factors used to plan, implement and sustain any reward strategies within an organisation.

These factors include external factors such as labour market conditions as this should be used to decide on pay structure and financial bonuses to remain competitive and ensure align with like for like roles and fall in line with economic factors such as inflation, cost of living pressures and government regulations such as National Minimum Wage Legislation. If there are roles that have skill shortages, which they do in Greenfriendlyeco, CIPD, (2025) suggest it is good to investigate attractive reward packages for these roles to attract and retain talent. 

Conditions within the sector such as labour market conditions can increase turnover also impact the appropriate rewards. For example, within the private manufacturing sector considerations such as profit margins, and targets should be aligned with fair and transparent reward practices. Research by Armstrong (2021) have found that competitive sectors are more likely to link their reward strategies to performance and organisational outcomes with the view that this will drive efficiency whilst keeping costs down.

Internal factors include the organisations culture, management style and financial performance influence the reward environment. According to CIPD it is paramount that reward strategies align with the organisations cultural and behavioural goals whilst being mindful of fairness, inclusivity and performance. (CIPD, 2025). Greenfriendlyeco’s rewards currently focus on pay standard working practices and core benefits such as annual leave. These are all standardised rewards which can weaken motivation and engagement. CIPD (2025) have found that organisations who rely on things such as traditional pay structures can lead to disengagement and high turnover of staff and this is often linked to employees feeling they are being treated unequally and feel there is no progressional opportunities for them.

Greenfriendlyeco is an organisation that was established in the 1970s, there overall rewards and environments in which they were designed would have adapted by now and therefore a review of the reward strategies used could be paramount to the future of the organisation. Armstrong, (2021) states that organisations tend to overlook meeting modern workforce expectations and it may be worth Greenfriendlyeco’s best interest to incorporate value recognition, development opportunities to improve engagement reduce turnover and support increase in performance.

An organisations reward environment should consider market competitiveness, compliance, organisations values and employee’s expectations to strive for success. (CIPD, 2025).

 (AC 3.2)

Benchmarking is a tool used to measure tasks or an employee’s general performance against data obtained from other sources such as similar organisations. According to The Department for Business, Energy and Industrial Strategy Benchmarking is a structured method for improving organisational performance by identifying best in class practices and using them to enhance processes so the exceed current standards. (CIPD HR- inform, 2024). 
CIPD, (2025) state that benchmarking effectively can enhance learning and improve strategies within an organisation, there are different approaches to effective benchmarking. 
One is internal benchmarking, whereby an organisation will use data that they already have such as historical cases saved or absence trends which have already been recorded and use this to compare these areas over certain time brackets or over differing departments within an organisation. This would be good to use within Greenfriendlyeco as a first step to improve elements to their business. They would be able to identify any patterns such as measuring turnover rates comparable within departments, highlight areas that need working on as a priority and can track progress. This method is cost effective once set up and can be a good source if recorded correctly and consistently, (CIPD,2025) however internal benchmarking will not be able to establish the reasoning for Greenfriendlyecos issues, just where they are.
External Labour Market Benchmarking utilises sources such as The CIPD Rewards Survey and other publicly available statistics to review what rewards they offer to those that the wider society is wanting. This could include desired holiday entitlement and pension schemes. 
Another approach is mixed method (Quantitative and Qualitative) benchmarking. Within Greenfriendlyeco, they currently have a mix of skilled and non-skilled employees. It may be beneficial to incorporate benchmarking pay rates and look at the benefits that their competitors both regional and national offer to see if they can compete with these. (Armstrong, 2020). They could do this by conducting Gap analysis which would help identify gaps in rewards and if these areas could be improved this could then help with retention. However, using this form of benchmarking can be costly and you would also have to consider variations in differing organisations. (Armstrong & Taylor, 2020).
When benchmarking it is important to establish both what is happening but more importantly why so to incorporate different forms of benchmarking incorporating both quantitative and qualitative data using a mixed method benchmarking strategy can help implement a rewards system that will improve motivation, fairness and the organisational culture. (Woodhams & Perkins, 2022).

 (AC 3.3)

Job evaluation is a systematic approach which is used to determine values of differing roles throughout the organisation which ensures fairness, equity and transparency and helps form pay structures. Using job evaluation is paramount to implementing effective reward strategies as all roles have justifiable frameworks for the pay that each role receives. (CIPD, 2025). 
There are formal and informal approaches to job evaluation, formal job evaluation uses structured systematic method and criteria which in turn ensures consistency within the organisation. Informal job evaluation relies on management views which is less consistent.
One form of job evaluation is non analytical job evaluation which takes reviews a job role as a whole rather than breaking it down into specific factors. Whereby job roles within an organisation are placed in an order usually highest valued to lowest valued or job classification which is when job roles are categorised into graded sections. This would rely on a broad comparison which makes the process simplistic but less detailed, this is cost effective and usually used within smaller organisations. (Armstrong, 2020).
However, using this method can leave organisations open to bias as it is less structured and less transparent as they do not evaluate job roles thoroughly therefore this may also lead to equal pay claims. (CIPD, 2025). As Greenfriendlyeco feel they are being treated unfairly this method may not benefit this organisation.
Another approach to job evaluation is analytical job evaluation which is a more thorough process whereby job roles are assessed using a matrix which is usually a set of factors. This is usually done so by using a method called point factor evaluation when a set of factors including things like skills, responsibility, knowledge and working conditions and each role is scored accordingly against these factors. (Armstrong & Taylor, 2022). This ensures a thorough framework which allows justification to pay roles according to a set of objectives. CIPD encourage this method as it is transparent and falls in line with equal pay legislation, however this method is also timely and costly as requires a through process which should be well documented if done correctly. (CIPD, 2025). Incorporating this approach into Greenfriendlyeco will allow differentiation between the skilled and non-skilled workers, creating a framework to outline performance expectations whilst incorporate fairness of pay for staff and ensuring career pathway opportunities. This will encourage incentive to enhance performance as Greenfriendlyeco have sited that there is a rising turnover of staff, employees feel they are treated unfairly and there are no real incentives.
Another approach in which Greenfriendlyeco could use is Market Based Job Evaluation whereby it compares the organisations internal jobs with external ones using labour market. This could work for them to ensure competitiveness and ensure alignment of pay within their sector, however if method used then should be used alongside analytical evaluation to ensure that equality is maintained throughout.  (CIPD, 2025).
 (AC 3.4) 

When implementing reward practices into an organisation it is imperative that this is done so in line with appropriate legislative requirements, by doing so ensures fairness, transparency and legal compliance avoiding equal pay claims. An understanding of legal frameworks is required, by doing so organisations can then develop reward strategies that are in line with organisational performance whilst limiting legal risk and strengthen defence in any equal pay claim. (CIPD, 2025).

There are numerous legislative requirements that are to be referred to in line with reward strategy which include equal pay and equality legislation. The Equality Act 2010 states that equal pay should be given for equal work. This should be considered when implementing job evaluation approaches, pay structures and rewards transparency. (Daniels, 2025).  According to CIPD (2025) analytical job evaluation schemes are great at promoting fair and non- bias decision making.

Another legislative requirement that needs to be considered with the pay structure is a transparency related legislation such as Gender Pay Gap Reporting Regulations (2017) whereby if the organisation has more than 250 employees then they are obligated to publish pay data every year. This should promote regular reviews of pay structure. (Daniels, 2025).

Other legislative requirements to consider are the National Minimum Wage Act 1998 and National Living Wage Regulations therefore when implementing pay structures, it is paramount to note what the statutory minimum pay thresholds are. An employee’s hourly pay should meet or exceed this. This differs for different age brackets so this needs to be considered also. (Daniels, 2025). This is also monitored by HMRC. Organisations will face penalties if not met and should influence how the organisations pay structures are set (Armstrong & Taylor, 2020).

When implementing holiday entitlement there is The Working Time Regulations 1998 which has set mandatory minimum paid annual leave, rest breaks and limits to hours you can work within a week. (Daniels, 2025). This needs to be considered when implementing and can affect how holiday pay is calculated. Greenfriendlyeco offer 28 days paid holiday however this may not consider regular overtime which would occur therefore this could lead to miscalculations can lead to claims for unlawful deduction. (CIPD, 2025).

Many organisations offer a pensions scheme, when implementing this you need to refer to the Pension Act 2008, which states that organisations are obliged to automatically enrol all employees into a qualifying pension scheme, it also states that the employer must contribute the statutory minimum at the very least unless they chose to opt out. (GOV.UK, 2008). Greenfriendlyeco currently offer a non-contributory pension scheme however this differs between standard and senior staff this can lead to issues regarding unfairness.
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