AC 1.1 
When you value and reward the people who work for an organisation the impact is significant in retaining, attracting, motivating and engaging staff (CIPD, 2025). As such, by implementing reward, benefits and recognition to all staff could stimulate positive change. As a result, this is likely to provide an opportunity to support performance management, reinforce the values and goals of the organisation and influence positive behaviours to shape the organisational culture (Armstrong and Taylor, 2023). This approach could support GreenFriendlyEco as a competitive employer within the external labour market and allow for engagement in a diverse workforce to meet a range of employee needs. Which could contribute to a framework that underpins the principles of reward, particularly when considering the special schemes GreenFriendlyEco currently provide are only available to senior staff (Armstrong and Taylor, 2023). However, it is worth considering, if poorly implemented, this could create negative effects relating to unfairness particularly when distributing reward, resulting in the lowering of morale and increased conflict. Furthermore, without transparency and strategic design this is likely to lead to misalignment and counterproductive behaviours (Armstrong, 2020; Kohn, 1999).
A total reward approach is a key principle which should be balanced and is recognised as a combination of financial reward known as extrinsic reward and non-financial being intrinsic reward. It encompasses areas of recognition, pay, benefits, wellbeing, learning and development opportunities. These factors motivate employees, and both acknowledge employee contribution and performance as it can emphasise the overall value an organisation offers employees and can enhance their reputation. By implementing a total reward approach could influence company performance and cultural factors (Armstrong and Taylor, 2023).   

Furthermore, transparency and consistency are central principles of reward, particularly in communicating clearly how reward decisions are made in areas of career progression, opportunities, pay structures and links to performance. Thus, promoting trust, positive employee relations, therefore reducing ambiguity and perceptions of bias at GreenFriendlyEco (CIPD, 2023). It is worth considering when employees view pay to be fair and aligned with market rates, this can reduce turnover and improve commitment which is particularly important considering the experience and skills required at GreenFriendlyEco as they can directly affect quality and productivity (Marchington et al., 2021).

In addition, fairness, equity and consistency would ensure employees at GreenFriendlyEco perceive reward outcomes as proportionate to their contribution, their role and external market value. Particularly considering the responsibility and increased scope of the position of senior staff and the special schemes that are currently available. As unfair reward can lead to disengagement and negative behaviours, which can impact trust, morale and be detrimental to organisational culture. External equity enables organisations to remain competitive within the market, whilst internal equity promotes consistency between roles (Armstrong and Taylor, 2023). 

GreenFriendlyEco could benefit from the reward of alignment with organisational goals and values, which underpins desired behaviours, performance and outcomes to support company objectives. As this recognises and rewards contribution and value generation in areas of innovation, productivity, quality, teamwork and in addition collaboration encourages performance and motivation (Marchington et al., 2021). Whilst GreenFriendlyEco’s expected level of performance relates to a measured day of work with limited recognition. To reinforce positive behaviours and stimulate greater performance, introducing performance related reward and recognition strategies could encourage improved performance and reinforce positive behaviours (Armstrong and Taylor, 2023). 

AC 1.2 
Extrinsic and intrinsic rewards both play a key role in improving motivation, employee contribution and reinforcing company performance (Armstrong & Taylor, 2023). 
Extrinsic rewards are tangible, financially based and act as a positive reinforcement in helping attract, retain and influence employees. It can prevent poor performance by setting clear expectations to motivate employees to meet performance expectations (Armstrong, 2020). Although a reward is already provided through the employee’s base salary which should be competitive and fair, GreenFriendlyEco could gain advantage by implementing additional rewards with a combination of bonuses and benefits. This could relate to individual, team or organisational performance, therefore supporting a positive culture and sustaining motivation. It would also encourage accountability, productivity and goal-orientated behaviour with incentives that motivate employees to meet targets while also reducing turnover and dissatisfaction. However, poorly designed this could result in momentary compliance as employees may concentrate on the minimum requirements required to obtain rewards in contrast to long term commitment (Armstrong, 2020; CIPD, 2023a; Daniels et al., 2017).
In comparison Intrinsic reward is non-financial and encourages opportunities for meaningful work, recognition and development, resulting in the enhancement of employee engagement and motivation. Enabling greater discretionary contribution, satisfaction, work-life balance and fulfilment thereby supporting long-term organisational performance. With opportunities to develop their careers and skills it can reinforce a sense of achievement, purpose, autonomy and improvement of morale. Therefore, providing an effective benefit in attracting and retaining talent, particularly in a competitive labour market (Armstrong and Taylor, 2023; CIPD, 2023). However, due to limited resources it can be difficult to provide certain rewards as line managers may not have the capability in managing the non-financial aspects of intrinsic rewards. As a result, it would warrant consideration of targeted coaching and training to enhance management capability and provide them with the tools and confidence required when supporting development and recognition (CIPD, 2024). 
In summary, evidence indicates that Extrinsic reward when perceived as transparent and fair can positively influence motivation and performance and are linked to meaningful goals (CIPD, 2022). Whereas Intrinsic reward can fulfil employees’ psychological needs and are strongly associated with discretionary contribution and higher engagement (Ryan et al., 2023). These findings show improved employee contribution and long-term organisational performance can be achieved when supported with a balanced reward approach. 
AC 2.1
A pay structure provides a systematic framework through which a range of pay bands, levels or scales link to a grade structure which groups roles of comparable value, responsibility and skill (Armstrong and Taylor, 2023). This could allow GreenFriendlyEco to determine where jobs could be positioned according to organisational value in a transparent, fair and consistent way. As a result, this is likely to provide employees opportunities for pay progression helping to motivate and reinforce desired behaviours. Furthermore, it would play a central role in supporting the effective delivery of reward, enabling alignment with strategic objective, particularly in areas of improving productivity, skill development and career pathways (CIPD, 2023). 

These structures differ in areas of control and flexibility, with an informal structure being more prevalent to smaller organisations as they have more flexibility, are less structured and decision making is faster. One informal structure includes Spot rates, where a fixed rate is assigned to a role or employee and reduces complex administration as well as allowing organisations to align pay directly with current market conditions. Additionally, Individual job grades or ranges are defined when salary ranges are determined for each role. With simplicity and greater flexibility, it enables employers to respond more rapidly to labour market demands. However, this structure often lacks consistency, transparency and fairness with a risk of discrimination and pay inequality (CIPD, 2023; Armstrong and Taylor, 2023).
 
A formal structure is more clearly defined and is generally underpinned by job evaluation or market benchmarking to enable the grouping of roles with comparable organisational value into bands or grades with an associated pay band (Armstrong and Taylor, 2023). Notable types include broad-banded structures where pay bands or levels are typically wide and are divided into tiers, catering for flexible roles and providing greater adaptability. As such, it can be easier to control and minimises the emphasis on status, job titles and hierarchy. That said, it can limit scope for promotion and be difficult to manage in larger organisations when covering multiple positions (Armstrong and Taylor, 2023). Whereas a job family structure could benefit a flexible alternative as it involves positions in cross functional departments. Examples include finance, production, manufacturing and warehouse. Therefore, ensuring definition of career paths, enabling employees to advance and develop progression prospects in supporting organisational objectives. Enabling GreenFriendlyEco to benefit from their diverse workforce and address the underlying issues of low morale, a lack of structured reward and turnover.  As such, this could enable the organisation to enhance transparency, fairness and ensure positions are competitive and placed at the correct market value, resulting in reduced turnover, a more positive culture and increased motivation (Armstrong and Taylor, 2023; CIPD, 2023). 

AC 2.2
Contingent rewards are a form of extrinsic motivation as they are externally provided incentives and are dependent on performance, achievement of specific targets or contribution. 
They can be tangible and financially rewarding to include bonuses, skill-based pay, performance related commission and profit sharing. Whereas intangible non-financial contingent rewards come from areas of promotion, development, additional leave, flexible working and praise (Armstrong, 2021). 

Considering GreenFriendlyEco has no incentive scheme in operation, individual performance could significantly be influenced by enhanced motivation especially when employees believe it will lead to desirable rewards. Commission, recognition schemes and performance related bonuses could drive engagement and focus, when currently under the measured day work system there are little external incentives to exceed performance levels (Armstrong, 2021). Vroom’s (1964) theory of contingent rewards enhance motivation by reinforcing employee’s interpretation of performance, effort and valued outcomes. A strategically aligned individual reward system could improve focus as well as workflow management and consistency in performance. However, as there are currently special schemes for senior staff, rewards could be perceived as unfair, with the decline of motivation as employees compare their own contributions and rewards to those of others (Armstrong, 2021; Adams, 1965). 

With GreenFriendlyEco’s lack of contingent rewards, a negative culture could have a detrimental effect on team performance and result in increased turnover, recruitment costs and be less productive. Contingent rewards can positively impact team performance by encouraging cooperation, shared accountability and cross-functional problem solving which are essential in manufacturing operations who rely on independent workflows (Torrington et al., 2020). Implementing team bonuses, profit sharing schemes and group-based incentives could improve morale and strengthen production capacity. However, if inadequately designed or executed, this may lead to conflict, disengagement, reduced trust and impact production performance (Torrington et al., 2020). 
Contingent rewards impact organisational performance by influencing employee behaviour with strategic goals in areas of quality, productivity, innovation and customer loyalty. By shaping behaviours that align with organisational objectives could develop a performance driven culture that underpins long term business success, ensuring the enhancement of workforce engagement and the retention of high performing employees (Armstrong, 2021; CIPD, 2023). Nevertheless, if poorly designed, high-performance targets could increase stress and anxiety especially if they are unrealistic and result in damage to collaboration. Bearing in mind the negative workplace culture, low morale and high turnover, GreenFriendlyEco could benefit from introducing this approach to increase a sense of belonging, recognition and perceived fairness (Armstrong, 2021; CIPD, 2023; Vroom, 1964).
AC 2.3 
Merit reflects a person’s capabilities based on their skills, performance, abilities, achievements and effort, resulting in reward or recognition in return for their efforts. Delivered as formal or informal recognition and recognised as a positive outcome. It extends beyond basic pay and giving rise to a range of merits that could address culture, high turnover and support employee engagement at GreenFriendlyEco (Armstrong and Brown, 2019) 

Financial security benefits provide long term reassurance for employees in the form of life assurance, pension, company loans and income protection, as a result strengthening the organisations commitment to employee welfare. As GreenFriendlyEco currently operate special schemes for senior staff only, by providing transparent and fair financial benefits to all employees would help mitigate perceived inequality. In addition, it could improve trust, commitment and retention particularly among skilled workers would be attracted to more stable employment security (Armstrong and Brown, 2019).

Whereas Health and wellbeing benefits include mental health support, employee assistance programmes and private healthcare, playing a direct role in supporting employees mental and physical resilience to work successfully (Armstrong and Brown, 2019). These benefits could influence psychological factors and strengthen the sense of being valued. Therefore, reducing stress, sickness, burnout, anxiety and emotional balance, enabling the improvement of loyalty, resilience and concentration for sustained performance. 
Work-life balance benefits, include family-friendly policies, enhanced leave options and flexible working. Enabling staff to manage their personal life and work life to a positive outcome, reducing stress and anxiety whilst improving job satisfaction and accommodating staff who have care or child responsibilities (Armstrong and Brown, 2019). Taking into consideration the limited recognition, low morale and rigid work environment at GreenFriendlyEco, these benefits could improve engagement, turnover, rebuild trust and improve long-term performance (Armstrong and Brown, 2019; CIPD, 2023).
In summary, each benefit offers distinct advantages that, when aligned with a total rewards package could significantly improve overall company performance, whilst stimulating positive change and strengthen its position as an employer of choice (Armstrong and Brown, 2019). 

AC 2.4
As a component of the total reward strategy, recognition schemes emphasise the appreciation of employee contributions, achievements and behaviours. In contrast to contractual pay and benefits, recognition is discretionary, closely aligned and reflective of organisational culture and motivation (Armstrong and Brown, 2019). Leading to GreenFriendlyEco experiencing positive outcomes from addressing the negative culture and performance to enable enhanced motivation, retention and engagement. Furthermore, recognition is unconditional, unexpected, personally meaningful and without significant financial cost (CIPD, 2022).

Organisations utilise a combination of formal and informal recognition schemes. Informal recognition is immediate and includes personal acknowledgements, verbal praise and positive feedback. With interaction between managers and employees, timely recognition reinforces and increases behaviours. Thereby improving the likelihood of repeating such actions and resulting in the strengthening of relationships, increased morale and trust at GreenFriendlyEco (CIPD, 2022). 

In contrast, formal recognition are public acknowledgments or announcements, providing symbolic value and visibility. Their key advantage lies in reinforcing organisational values and fairness by emphasising achievements and behaviours that are appreciated. Examples include long-service awards, employee of the month awards and public acknowledgements. With GreenFriendlyEco experiencing negativity in culture and performance, formal recognition can create a sense of pride and belonging, encouragement, reinforcing positivity and appreciation (CIPD, 2022).

An alternative recognition scheme is financial and non-cash recognition awards, used to acknowledge achievement, behaviour and effort. Financial recognition can impact GreenFriendlyEco immediately and with its broad appeal can be flexible to individual needs. These comprise of vouchers, gifts, cash bonuses and experiences; however, it is worth noting these can be short-lived as they are not clearly aligned to valued behaviours and meaningful achievements (Armstrong and Taylor, 2023).
Whereas non-cash recognition can be used as a supplement or replacement, being more memorable and includes public acknowledgement, development opportunities, celebrations and praise. Benefiting in strengthening areas of morale, performance, engagement and a sense of belonging (CIPD, 2022).   

Maslow (1943) proposed that human motivation is driven by a hierarchy of needs, suggesting a basic level of needs must be satisfied before individuals are motivated by higher-level needs. Further highlighting that employee motivation is not driven by pay alone. However, a criticism is it overlooks cultural and individual differences, with limited consideration to perceptions of fairness and leadership style (Maslow, 1943). 

[image: Maslow's Hierarchy of Needs]

Figure 1 shows a visual comparison (Professional Academy, 2022)

AC 3.1
Externally the UK manufacturing industry has experienced fluctuating business confidence, economic uncertainty, increased energy costs, raw material costs and trade disruption following Brexit. Resulting in the impact of labour and workforce planning, increased administrative burdens, supply chain disruption and strategic growth investments (CIPD, 2023). Furthermore, skill shortages particularly in production, engineering and technical roles have resulted in tight employment market conditions. With increased competition, a reduction in skilled labour, cost of living pressures and an ageing workforce, pressure has been driven on salaries for skilled roles. Contributing to the turnover at GreenFriendlyEco where reward practices have not kept pace with external market benchmarks, resulting in employees leaving for better salaries and rewards (CIPD, 2023). With increased technological changes and automation, skill requirements and job roles have transformed. Resulting in improved efficiency and productivity, it has expanded the pay gap between non-skilled and skilled roles. With GreenFriendlyEco having an expected level of performance related to measured day work with no incentive scheme, this has limited progression and role-based variation for skilled employees, contributing to employees feeling undervalued. Also, with increased expectations around equality, transparency, fair and inclusive reward practices. GreenFriendlyEco is at risk of damaging reputation and employee engagement considering enhanced schemes only apply to senior staff (Armstrong and Taylor, 2023). The recommended approach is to implement a structured pay framework to attract and retain employees and job evaluations to facilitate skilled and non-skilled worker. Also, analysis of external market conditions and variable reward mechanisms. Therefore, ensuring transparency, internal equity, consistency, progression (CIPD, 2023a; Armstrong and Taylor, 2023).  

Internally, GreenFriendlyEco’s reward framework reflects an historic model, influenced by a long-standing founder and resulting in a conventional reward framework, it has restricted adaptability to external employment market changes. In the context of evolving employee expectations including flexible working, salary expectations, wellbeing, equality, diversity and inclusion (Torrington et al., 2020; Armstrong and Taylor, 2023). This approach has impacted GreenFriendlyEco’s ability to implement recognition and incentive schemes, providing employees the opportunity to interpret reduced discretionary effort or contribution. Furthermore, although employees are included in the non-contributory pension scheme, senior staff receive a special scheme, which may erode perceptions of transparency and fairness. Internally, GreenFriendlyEco could benefit from analysis of market data to support strategic pay decisions, workforce planning and a reward framework. Thus, ensuring fairness, employee engagement and competitiveness, whilst enhancing its capability to motivate, attract and retains its workforce (CIPD, 2023; Armstrong and Taylor, 2023).  

Process theories of motivation suggest that when employees identify a limited link between reward and performance, or experience inequity and unfairness, levels of commitment and motivation diminish leading to low morale and rising turnover. (Adams, 1965; Vroom, 1964). 

AC 3.2
Reward and salary surveys provide market data on specific roles, responsibilities, pay and benefits in relation to specific industries and regions. Produced by consultancies and professional bodies, these surveys provide a high level of reliability in the context of data, market insights, trends and benchmarks. The data is collected from multiple employers and incorporates information in areas of bonuses, salaries, benefits, allowances and specific metrics (CIPD, 2023). Therefore, providing GreenFriendlyEco the opportunity to manage costs, make data-driven pay decisions and benchmark their compensation to retain and attract talent. Thus, ensuring fairness and competitiveness, whilst safeguarding employee confidentiality through the confidential aggregation of data (CIPD, 2023). 
However, with GreenFriendlyEco’s combination of skilled and non-skilled positions, a lack of alignment between internal job roles may result in misleading outcomes (Taylor and Woodhams, 2022). 

Furthermore, data centred on recruitment and vacancies, provide real-time intelligence in areas of vacancy levels, advertised salaries, labour market trends, unemployment and recruitment fluctuations. The Office for National Statistics (ONS) provides data from vacancy metrics, recruitment demand trends, skill shortages and job rates (CIPD, 2022; ONS, 2025). Enabling GreenFriendlyEco the opportunity to gain valuable insight into the labour market pressures affecting both their skilled and non-skilled manufacturing roles. Furthermore, highlighting the potential gaps in the total reward framework would weaken the ability to attract and retain talent (CIPD, 2022).  
Nevertheless, when data is used in isolation GreenFriendlyEco should consider inconsistent job titles in recruitment adverts as they can hinder accuracy of the role in comparison between equivalent positions (CIPD, 2023).

Government labour market statistics provide data on working hours, unemployment, inflation, vacancies and working hours. Available through a variety of sources including the ONS and the government, it provides work patterns, inflation, economic activity and cost of living indicators. With robust data collection and regulatory oversight, these sources are highly reliable. Enabling GreenFriendlyEco insight into broader economic pressures which could provide insight into the impact of affordability on reward strategies, inflation, unemployment and vacancies. In addition, an understanding of labour market tightness to support decisions on salary positioning for hard to fill roles (CIPD, 2023).
However, government labour market statistics have limitations and risks based upon limited insight into wider aspects of reward and a lack of role specificity (CIPD, 2023).   
Overall, GreenFriendlyEco should adopt a blended benchmarking approach, combining multiple data sources to balance validity and reliability. This could support evidence-based reward decisions that enhance competitiveness, fairness, and workforce retention.
AC 3.3
Job evaluation is a structured approach to strengthen transparency and fair pay, by evaluating the relative value or size of roles within an organisation rather than an individual. With commitment of senior management this would provide the opportunity to support growth, employee trust, legal compliance, improve pay structure and underpin recruitment and retention (ACAS, 2022; CIPD 2023).

The process of a formal job evaluation approach provides a robust platform that is transparent across all roles in an organisation. With a clear audit trail to support reliable pay decisions, it is based on responsibility, job content and the contribution to business objectives (ACAS, 2022). For GreenFriendlyEco, this approach would enhance trust, fair and transparent pay practices and ensure consistency as the business expands (CIPD,2023).

In contrast an informal job evaluation approach relies on experience and managerial judgement, in contrast to a structured framework. With jobs perceived on seniority or importance and assessed using a broad comparison criteria. This approach provides a flexible, quick and low-cost alternative with limited transparency. However, with limited transparency it could increase bias and inconsistency, resulting in the increased risk of issues with equal pay (ACAS, 2022; CIPD 2023).

The analytical method breaks down the job evaluation into defined factors which provide a more evidence-based and detailed review. These factors are assessed separately in areas of responsibility, skills, knowledge and ability (ACAS, 2022). Therefore, providing greater transparency in the decision-making process, whilst reducing the influence of personal bias. Taking into consideration GreenFriendlyEco operates with informal reward practices and broadly defined performance expectations. The introduction of an analytical job evaluation method would provide a robust structure that is evidence based to support fairness, equality and consistent reward decisions. However, consideration needs to be given to the time needed to implement the method effectively (ACAS, 2022; CIPD 2023). 

With a non-analytical method, the components of a job are not broken down which results in a simpler application where the whole of the role is assessed. Examples include job classification and job ranking with positions grouped and based on overall judgement. However, they fail to explain the reasons behind why jobs are valued differently and reduce effectiveness in preventing discrimination claims (ACAS, 2022). Whilst this method could provide GreenFriendlyEco the advantage of a quick and simple method. It is worth considering that the disadvantages are significant in areas of unfairness, discrimination and inconsistency resulting in the undermining of engagement and employee trust (ACAS, 2022; CIPD 2023).

AC 3.4
The National Minimum Wage Act 1998 was introduced to address concerns of exploitation, poverty and low pay with the subsequent National Living Wage introduced in 2016. Legally enforceable it ensures social fairness, economic stability and clear statutory duties for employers (UK Government, 1998; UK Government, 2016).
GreenFriendlyEco would benefit from a structured approach when identifying the legally binding hourly rates of the national minimum wage and national living wage. Therefore, reinforcing its commitment to being a fair and responsible employer, whilst also ensuring compliance with minimum wage/national living wage legislation and alignment with statutory requirements (ONS, 2025). The Office for National Statistics (ONS) provides insight and external labour market data in areas of pay levels by sector, region and occupation. Benchmarking this data against job levels, workforce demographics and internal pay would positively impact the improvement of retention, equity and competitiveness in reward (ONS, 2025). With the minimum wage rates reviewed annually by the government and updated every April. It is a legal requirement that employers apply the new rates as outlined below (ACAS, 2025).

	Wage band
	Rate from 1 April 2025
	Rate from 1 April 2026

	
	
	

	Age 21 or over (National Living Wage)
	£12.21
	£12.71

	Age 18 to 20
	£10.00
	£10.85

	Under 18
	£7.55
	£8.00

	Apprentice
	£7.55
	£8.00



Figure 1 National Minimum Wage/National Living Wage rates (UK).

Furthermore ACAS (2023) recommends regular pay and working time audits to support training time, overtime pay and preparatory work activities in preventing the risk of minimum wage non-compliance. Therefore, GreenFriendlyEco could consider increased costs directly linked to statutory uplift in areas of national insurance and pension contributions to accurately forecast total employment costs (ACAS, 2025).  
Highlighting the significant consequences of non-compliance of national minimum wage.  People Management reported HMRC fined nearly 500 employers over £10 million for underpaying staff, reflecting the government’s intention to deter employers from breaching statutory pay obligations (People Management, 2025).   

The Equal Pay Act 1970 was incorporated into the Equality Act 2010 and is governed by statutory legal requirements for all employers to ensure equal pay and contractual entitlements between men and women (Equal Pay Act 1970; Equality Act, 2010). As a legal obligation all UK employers should ensure equal pay for men and women undertaking like work, work rated as equivalent or work of equal value, including holiday, sick pay, progression, and bonuses. Furthermore, the Act incorporates an equality clause into all contracts of employment, placing an obligation on employers to justify any pay differences on non-discriminatory factors and is a fundamental element of fair reward practice (ACAS, 2023). 
GreenFriendlyEco could benefit from supporting transparency of equal pay particularly where there are currently discretionary pay decisions and senior only reward schemes operate. Through adopting best practice to ensure reward decisions are evidence based and consistently applied and supported by fairness and consistency of clear documentation. Therefore, mitigating the risk of misinterpretation and legal exposure as the workforce increases, whilst reducing the risk of potential employment tribunal claims (ACAS, 2023; CIPD 2023). 
Pay disparities were highlighted between male distribution roles and female shop-floor roles at the Co-op, where it highlighted work of equal value. This followed similar rulings involving Asda and Tesco, emphasising the need for employers to clearly justify any pay differences unrelated to sex (McGuigan, 2022).
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