AC 1.1 
Reward refers to all financial and non-financial returns employees receive for their contribution to organisational success. The CIPD (2024) supports a total reward approach, which combines tangible rewards such as pay, bonuses, pensions and benefits with intangible rewards including recognition, career development, wellbeing initiatives and opportunities for meaningful work. Effective reward management aims to attract, motivate and retain employees and support business objectives.
A key principle of reward is balancing intrinsic and extrinsic rewards. Extrinsic rewards include salary, bonuses and employee benefits, whereas intrinsic rewards arise from the work itself, such as achievement, recognition, responsibility and opportunities for growth. Armstrong and Brown (2019) argue that organisations achieve greatest impact when both forms of reward are used, as employees are motivated by more than just financial incentives.
Another key principle is fairness, consistency and transparency. Employees expect reward decisions to be used consistently and to fairly reflect their contribution, skills and responsibilities. Adams' (1965) Equity Theory suggests that perceived unfairness can reduce motivation and increase turnover. Transparent reward practices help promote trust and reducing perceptions of favouritism. At GreenFriendlyEco, special pension arrangements for senior employees may be perceived as unfair by other staff, potentially contributing to dissatisfaction and a negative organisational culture.
Reward systems should also achieve a balance between internal fairness and external market competitiveness. Internal fairness ensures employees are rewarded fairly relative to colleagues performing work of similar value, while external competitiveness enables organisations to attract and retain talent in a competitive labour market. Benchmarking against market rates is an important aspect of reward management.
Another principle is the alignment of reward with business objectives and organisational values. Strategic reward practices encourage behaviours and performance that contribute to organisational success (Armstrong and Brown, 2019). Reward policies should be implemented consistently and support the concept of good work, promoting employee wellbeing, inclusion, development and engagement. Organisations must also ensure compliance with relevant legislation, including the Equality Act 2010, the National Minimum Wage Act 1998 and gender pay gap reporting requirements, to ensure reward practices are lawful and equitable.
Reward plays a significant role in shaping organisational culture because it signals which behaviours and values are important and employees are then more likely to demonstrate those behaviours. 
Reward is equally important in manging performance. Vroom's (1964) Expectancy Theory suggests that employees are motivated when they believe good performance will lead to valued rewards. By recognising and rewarding performance organisations can encourage higher levels of contribution, commitment and productivity. For GreenFriendlyEco, a fair and inclusive reward strategy could improve engagement, reduce turnover and support long-term organisational performance.
AC 1.2 
Rewards can be categorised as extrinsic, providing tangible financial benefits, and intrinsic, satisfying psychological needs. Both contribute to employee motivation and organisational performance but impact differs depending on employee preferences and type of organisation.
Extrinsic rewards include pay, bonuses, pensions and incentive schemes. These rewards can improve employee contribution by creating a clear connection between performance and reward. Vroom's (1964) Expectancy Theory suggests that employees are more likely to put in effort when they believe good performance will result in good reward. Linking rewards directly to achievement measures and desired behaviours can encourage better productivity. For GreenFriendlyEco, introducing a transparent performance-related reward scheme could help address retention and motivation challenges.
However, the effectiveness of extrinsic rewards depends heavily on equity and fairness. Adams' (1965) Equity Theory argues that employees compare their reward with colleagues and market rates. Perceived inequity can reduce motivation and commitment, even where the pay levels are competitive. GreenFriendlyEco's enhanced pension arrangements for senior staff may therefore contribute to perceptions of unfairness amongst employees. Reward systems have to be transparent and consistently applied to maintain trust.
Extrinsic rewards can also support teamworking when linked to collective performance. Team based incentives encourage collaboration and shared responsibility for achieving outcome. However, Kerr and Slocum (2005) warn that poorly designed reward systems can unintentionally encourage behaviours that conflict with organisational values or objectives. For example, if GreenFriendlyEco introduced bonuses based only on individual productivity, employees might focus on maximising their own output rather than supporting colleagues and sharing knowledge, undermining teamwork and organisational culture.
In contrast, intrinsic rewards arise from the work itself and include recognition, autonomy, achievement, learning and career development. Employees who are intrinsically motivated are driven by meaningful work, recognition and opportunities to learn and develop. Herzberg's (1968) Two-Factor Theory identifies achievement, recognition and responsibility as key motivators, while Deci and Ryan (2000) argue that fulfilling needs for autonomy, competence and relatedness enhances performance and engagement.
Intrinsic rewards are particularly valuable for sustaining long-term organisational performance because they encourage discretionary effort, innovation and organisational commitment. Hajduk (2017) notes that employees increasingly value recognition, wellbeing and development opportunities alongside financial reward. 
Organisational benefit is maximised when intrinsic and extrinsic rewards are combined within a total reward strategy. Senior management support is critical in aligning reward practices with values, performance management processes and business objectives. Antoni et al. (2017) argue that reward systems are most effective when they reinforce behaviours that contribute directly to organisational success.
For GreenFriendlyEco, a balanced reward strategy linking performance and behaviours to financial and non-financial rewards would be most likely to improve employee contribution and support success.
AC 2.1 
Grade and pay structures provide a framework through which organisations determine pay and progression. They help ensure consistency, equity and transparency, supporting recruitment, retention and organisational performance (CIPD, 2024). Pay structures can be either formal or informal, offering different levels of control and flexibility.
Formal pay structures provide a systematic approach to managing reward. A common example is the multi-graded structure, where jobs of similar value are grouped into a number of grades, each with its own pay range. Employees typically progress through pay points based on experience, competence or performance. This structure promotes fairness and clear career progression but can become bureaucratic and less responsive to labour market changes (Armstrong and Taylor, 2023).
A variation is the broad-graded structure, which reduces the number of grades while increasing the width of each pay range. This provides greater flexibility for recognising employee development without promotion. However, managers need clear guidance to ensure pay decisions remain fair and consistent.
An even more flexible approach is broad-banding, where several traditional grades are combined into a small number of wide bands. Broad-banded structures encourage multi-skilling, career development and organisational flexibility because employees can increase their earnings within a band without moving to a higher-grade role. The disadvantage is that pay decisions may become less transparent if robust controls are not in place (Armstrong and Brown, 2019).
Another formal structure is the job family structure, which groups roles according to occupational specialisms, such as administration, engineering or management. Separate pay and progression pathways are created for each family. This recognises labour market conditions and skill requirements while providing clearer career pathways and development opportunities.
In contrast, informal pay structures provide greater flexibility for management but less standardisation. One example is the spot salary, where employees receive a fixed rate of pay for a role with no formal progression scale. Spot salaries are straightforward to administer and provide budget certainty, but employees may perceive limited opportunities for pay growth.
Another informal approach is individual job grades, where pay is determined separately for specific roles rather than through a structured framework, allowing organisations to respond quickly to market conditions and recruit specialist talent. However, inconsistent pay decisions can lead to perceptions of unfairness and reduced trust.
The key differences between structures lie in their level of formality, flexibility and emphasis on internal or external equity. Formal structures promote consistency, transparency and career progression, whereas informal structures offer greater responsiveness to labour market demands. For GreenFriendlyEco, a formal graded or broad-banded structure could improve fairness, transparency and employee confidence, helping address issues of turnover and organisational culture.
AC 2.2 
Contingent rewards are rewards linked to the achievement of specified performance outcomes, behaviours, skills or contributions. They include performance related pay, competency related pay, contribution related pay, skill based pay and service or tenure related pay. Their purpose is to reinforce behaviours and outcomes that support organisational objectives (Armstrong and Taylor, 2023).
At an individual level, contingent rewards can increase motivation by creating a clear relationship between effort, performance and reward. Performance related pay rewards employees for achieving agreed targets, while competency-related pay recognises the demonstration of required behaviours and capabilities. Skill based pay encourages employees to acquire new knowledge and skills, increasing flexibility and employability. Vroom's (1964) Expectancy Theory suggests employees are more likely to exert effort when they believe it will lead to valued rewards. Fröber and Dreisbach (2016) found that performance contingent rewards can improve focus and cognitive control, helping individuals concentrate on achieving objectives. In GreenFriendlyEco, introducing rewards linked to productivity, quality or skill development could improve motivation and performance. However, if rewards are perceived as unfair or unattainable, employee engagement may decline (CIPD, 2025).
At a team level, contingent rewards can encourage collaboration and collective responsibility. Contribution related pay and team bonuses can promote knowledge sharing and cooperation by linking rewards to group performance rather than individual achievements. This can improve communication and strengthen team cohesion. However, equal rewards may create resentment if some employees believe they contribute more than others. Ghosh, Buss and Shivhare (2024) found that contingent reward leadership can enhance team creativity when rewards are applied consistently and predictably. In contrast, unpredictable reward practices may reduce trust and limit creative performance. This highlights the importance of transparent reward systems.
At an organisational level, contingent rewards help align employee behaviour with strategic goals. Performance-related and contribution related pay can encourage productivity, quality improvement and customer satisfaction. Skill-based pay supports workforce adaptability, while service related pay can improve retention by recognising employee loyalty. Strategic reward theory suggests reward systems should reinforce behaviours that contribute to business success (Armstrong and Taylor, 2023). For GreenFriendlyEco, contingent rewards could support cultural change, improve productivity and strengthen employee commitment.
Despite these advantages, contingent rewards have limitations. Excessive reliance on financial incentives may encourage short term performance rather than long term commitment. Herzberg (1968) argued that lasting motivation is more likely to arise from intrinsic factors such as achievement, recognition and personal growth. Therefore, contingent rewards are most effective when combined with broader reward practices that support employee development and engagement.
AC 2.3 
Benefits are rewards provided in addition to basic pay and are an important part of any total reward package, improving employee engagement, attraction, retention and wellbeing and supporting achievement of organisational objectives (CIPD, 2025).
Financial benefits enhance employee financial security and reward contribution. Examples include pensions, bonus schemes, commission, profit sharing, gainsharing and share ownership schemes. Pensions provide long term financial security and are highly valued by many employees. Profit sharing and share ownership schemes align employee interests with organisational performance by enabling employees to benefit from business success and an foster loyalty (Armstrong and Brown, 2019). Bonus and commission schemes can motivate higher levels of performance by rewarding achievement of individual or organisational targets. 
Health and protection benefits include private healthcare, insurance cover, employee assistance programmes, occupational health services and enhanced sick pay. These benefits can improve employee wellbeing, reduce absence and demonstrate organisational commitment to employee welfare. 
Family friendly benefits are increasingly important in supporting work life balance. Examples include enhanced maternity, paternity and adoption pay, childcare support, flexible working arrangements and additional annual leave. These benefits can reduce stress and improve employee satisfaction by helping employees balance personal and professional responsibilities. Flexible working is particularly valued by many employees and is associated with improved retention and engagement (Armstrong and Taylor, 2023).
Career and lifestyle benefits focus on personal and professional development. Examples include employer funded training, payment of professional body fees, career counselling, season ticket loans, company loans and mentoring. These benefits can increase employee skills, career progression and commitment and help organisations develop the capabilities needed for the future. Herzberg (1968) identified growth and advancement as key factors for long term employee satisfaction.
Some organisations also provide lifestyle benefits such as company cars, sports and social facilities, concierge services and flexible benefits programmes. Flexible benefits are particularly advantageous because employees can select benefits that best suit their individual circumstances. For example, younger employees may place greater value on career development opportunities, while older employees may prioritise pensions and healthcare.
At GreenFriendlyEco, the current reward package includes a non-contributory pension scheme and annual leave entitlement. However, employee motivation and organisational culture have been identified as areas of concern. Introducing a broader range of benefits could help address this although additional cost would need to be balanced against anticipated gain and care should be taken to ensure that benefits offered reflect the diverse needs of its workforce.
AC 2.4 
Recognition schemes are used by organisations to acknowledge employee contributions, achievements and behaviours. Unlike pay and benefits, recognition is mainly a non financial reward that helps employees feel valued and appreciated. Effective recognition can improve engagement, motivation, retention and organisational performance (CIPD, 2025).
Recognition can be either formal or informal. Formal recognition schemes are structured and usually linked to organisational processes, such as Employee of the Month awards, long service awards or annual achievement awards and ceremonies. Their merit is that they provide visible acknowledgement of success and reinforce behaviours that support organisational values. Formal schemes can also strengthen organisational culture by celebrating positive contributions. However, organisations must ensure transparent criteria and assessment to avoid accusations of favouritism.
In contrast, informal recognition occurs through everyday interactions, such as verbal praise, thank you messages or positive feedback from managers. The main advantage is one of timing, as employees receive recognition immediately or shortly after demonstrating the praised behaviours. Herzberg (1968) identified recognition as an important motivator that contributes to job satisfaction and commitment. Informal recognition is also relatively low cost, making it accessible to organisations of all sizes.
A specific form of informal recognition is day to day recognition, where managers regularly acknowledge effort, teamwork and achievements. Gallup (2024) found that employees who receive meaningful recognition are more engaged and productive. Regular recognition can strengthen relationships between managers and employees while encouraging continued high performance.
Many organisations also use public recognition, such as celebrating achievements at team meetings, through newsletters or on internal communication platforms. Public recognition allows success to be shared across the organisation and can reinforce desired behaviours among other employees. It also helps create a culture where achievements are valued and celebrated.
Recognition sometimes includes cash awards, such as one off monetary payments linked to exceptional performance. The merit of cash awards is that they provide a tangible reward that employees often value highly. They can be particularly effective when used to recognise significant achievements or contributions. However, their positive impact may be short lived compared with ongoing recognition and development opportunities.
Alternatively, organisations may provide non cash awards, including vouchers, gifts, event tickets or symbolic awards. These can be memorable and personalised while maintaining relatively low costs. Non cash rewards often create a stronger emotional connection because employees associate them with appreciation rather than simply additional pay (Armstrong and Brown, 2019).
For GreenFriendlyEco, introducing a combination of formal and informal recognition schemes could help address low morale and improve employee engagement. 
AC 3.1 
The reward environment is shaped by a range of external and internal factors that influence how organisations attract, motivate and retain employees. Effective reward strategies must balance business objectives, employee expectations, affordability and market competitiveness (CIPD, 2025).
External economic conditions play a key role in reward decisions. Levels of business activity, inflation and economic confidence influence both ability to fund reward initiatives and employee expectations regarding pay increases. During periods of rising living costs, employees are more likely to seek higher pay and enhanced benefits to maintain their standard of living. Labour market conditions are also important. UK labour market data highlights ongoing skills shortages in certain sectors, increasing competition for experienced employees (Francis-Devine and Powell, 2024). Organisations operating in competitive labour markets may need to offer higher salaries or additional benefits to attract and retain talent.
Reward practices are also influenced by sector and regional factors. Pay levels and benefits often differ between private, public and voluntary sector organisations. Private sector employers may utilise performance related pay and bonuses, whereas public sector organisations often emphasise pension provision and job security. Regional differences in pay can also affect recruitment and retention, as organisations in higher cost areas may need to offer more competitive reward packages (Armstrong and Brown, 2019).
In addition, the increasing regulation of pay through measures such as minimum wage legislation, gender pay gap reporting and equal pay requirements places greater responsibility on organisations to ensure reward systems are fair, transparent and legally compliant (Office for Equality and Opportunity, 2026). 
In many organisations, pay is influenced by negotiations between employers and trade unions through collective bargaining. Collective bargaining commonly covers pay, hours and other terms and conditions of employment and provides a structured process for determining rewards (GOV.UK, 2026). Collective arrangements can improve perceptions of fairness because employees have a collective voice in pay discussions and decision-making (CIPD, 2025). While collective bargaining can enhance fairness and employee voice, it may reduce managerial flexibility in determining pay and can result in slower responses to changing labour market conditions (Armstrong and Brown, 2019).
Reward decisions must also operate within legal and regulatory frameworks. Equality legislation, National Minimum Wage requirements and equal pay provisions influence how reward systems are designed and implemented. 
In summary, the reward environment is influenced by a number of factors, including economic conditions, labour market trends, sector practices, legislation collective bargaining and increasing pay regulation. Successful reward strategies recognise these and attempt to balance external competitiveness with internal fairness. For GreenFriendlyEco, reviewing reward practices within this wider business context would help create a more equitable and effective reward framework.
AC 3.2 
Benchmarking involves comparing an organisation's pay, benefits and reward practices against internal and external data to assess competitiveness, fairness and effectiveness. For GreenFriendlyEco, benchmarking is important because rising turnover indicate that reward arrangements are no longer competitive or perceived as equitable. Reward decisions should be based on reliable evidence and aligned with organisational objectives, employee expectations and labour market conditions (CIPD, 2025).
An effective sources of intelligence is external reward and salary surveys. These surveys provide data on pay rates, benefits and reward practices by occupation, sector, region and organisation size. Their merit is that they enable organisations to compare pay against market median and quartile rates, helping determine external competitiveness. However, their reliability depends upon accurately matching comparable roles, responsibilities and skill levels rather than simply comparing job titles (Armstrong and Taylor, 2023).
Another approach is job evaluation combined with market pricing. CIPD (2024) explains that job evaluation assesses the relative value of roles within an organisation to support internal equity, while market pricing compares jobs against external labour market rates. Together, these methods help balance fairness and competitiveness. For GreenFriendlyEco, this could identify whether skilled manufacturing employees are rewarded appropriately compared with both colleagues and competing employers.
Organisations should also analyse internal workforce and payroll data, including turnover rates, absence levels, overtime costs, recruitment costs, offer acceptance rates and vacancy data. High turnover or recruitment difficulties may indicate that reward levels are not meeting market expectations. Payroll data is particularly valuable because it reflects the organisation's actual workforce experience and can be monitored over time (Armstrong and Taylor, 2023).
Government statistics and labour market data provide another valuable source of benchmarking information. Data relating to earnings, working hours, unemployment, vacancies and inflation helps organisations understand the wider context of reward decisions. Francis-Devine and Powell (2024) highlight that labour market indicators such as earnings growth, employment levels and vacancy trends provide insight into workforce supply and demand.
Pay reviews should also consider inflation, pay settlements, collective bargaining outcomes and industrial disputes. Collective bargaining outcomes and sector pay settlements provide intelligence about emerging reward trends and employee expectations (Armstrong and Brown, 2019).
Benchmarking data should be measured using both quantitative and qualitative indicators, including market median comparisons, pay range positioning, turnover rates, vacancy levels, employee surveys and exit interviews. Using multiple data sources improves reliability and supports better decision making (CIPD, 2024).
Overall, the most effective benchmarking approach combines salary surveys, job evaluation, payroll analytics, labour market intelligence and employee feedback. For GreenFriendlyEco, this would provide evidence based insight to develop an effective reward strategy.
AC 3.3 
Job evaluation is a systematic process to assess the relative value of jobs within an organisation. It provides a rational basis for pay structures, supports consistency in reward decisions and helps organisations demonstrate fairness and compliance with equal pay legislation. Job evaluation focuses on the role itself rather than the individual performing it (Armstrong and Taylor, 2023).
Approaches to job evaluation can be formal or informal. Informal approaches, often found in smaller organisations, rely on managerial judgement to determine the relative importance of jobs. Simple and inexpensive to implement, they can be subjective and difficult to justify. Formal job evaluation uses structured methods and documented criteria, providing greater transparency, consistency and fairness (ACAS, 2014).
A further distinction exists between analytical and non analytical approaches. Non analytical methods assess jobs as a whole without breaking them into individual components. Examples include job ranking, where jobs are placed in order of importance, and job classification or grading, where jobs are allocated to predefined grades. These methods are relatively straightforward and cost-effective but can be subjective and may provide less evidence to support pay decisions (Armstrong and Brown, 2019).
In contrast, analytical approaches evaluate jobs against a range of predetermined factors. A common analytical method is the point factor approach, where jobs are assessed against factors such as knowledge, skills, problem-solving, responsibility and working conditions. Points are allocated to each factor and combined to produce an overall score that determines the job's relative value. ACAS (2014) notes that analytical schemes are generally more objective and are often preferred where organisations need robust evidence to support pay decisions and demonstrate fairness. They can also be designed to align with sector or organisation specific criteria.
Many organisations also use job matching and levelling. Matching compares roles against benchmark jobs that have already been evaluated, providing a quicker and more efficient method of assessing similar roles. Levelling groups jobs according to common levels of responsibility, complexity and decision making authority, supporting career progression frameworks and helping create consistent pay structures across the organisation (CIPD, 2024).
An advantage of analytical evaluation is in supporting equal pay. Under the Equality Act 2010, organisations may need to demonstrate that pay differences are based on objective job related factors rather than gender or other protected characteristics. ACAS (2014) highlights that a well designed analytical job evaluation scheme can provide an important defence against equal pay claims.
For GreenFriendlyEco, a formal analytical point factor approach would be appropriate, providing a transparent method of evaluating roles, reducing perceptions of unfairness while supporting the development of an equitable and competitive reward structure.
AC 3.4 
Reward practices are influenced by a range of legislative requirements designed to promote fairness, transparency and compliance in the employment relationship. 
One of the most significant legal requirements is the Equality Act 2010. Employers must ensure that employees performing equal work, work rated as equivalent or work of equal value receive equal contractual pay and benefits, unless any differences can be objectively justified. CIPD (2024) states that equal pay legislation is intended to eliminate pay discrimination and promote fairness in reward practices. Consequently, organisations must regularly review pay structures and reward arrangements to identify and address potential inequalities.
A second important requirement is compliance with the National Minimum Wage Act 1998 and National Living Wage regulations. These establish the minimum hourly rates that workers must receive. Employers must ensure that reward arrangements, deductions or salary sacrifice schemes do not reduce pay below statutory minimum levels. This legislation provides a baseline level of reward protection and has a direct impact on pay budgets and reward strategy.
Reward practices are also affected by legislation relating to itemised pay statements. Under the Employment Rights Act 1996, employees have the right to receive a written payslip showing gross pay, deductions and net pay. This promotes transparency and enables employees to understand how their reward package has been calculated. Accurate pay records are also essential for demonstrating legal compliance.
Income tax and National Insurance legislation are equally important. Employers are responsible for operating PAYE correctly and ensuring appropriate deductions are made from employee earnings. The tax treatment of benefits such as company cars, private medical insurance and some bonus arrangements must also be considered when designing reward packages. As a result, organisations must ensure reward schemes are both legally compliant and tax efficient.
The Gender Pay Gap Reporting Regulations 2017 require organisations with 250 or more employees to publish annual information about gender pay differences. Large listed companies are also required to disclose CEO pay ratios and provide information on remuneration within annual reports. 
In Wales, public sector organisations must publish information on pay differences and take action to address identified gender pay gaps (Equality and Human Rights Commission, 2026). Welsh public bodies are also encouraged to report senior pay ratios to support fair work and pay transparency (Welsh Government, 2023). In addition, the Socio-economic Duty requires public bodies to consider how strategic decisions can reduce inequalities arising from socio-economic disadvantage, reinforcing fairness and accountability in reward practices (Welsh Government, 2025).
For GreenFriendlyEco, compliance with equal pay legislation, minimum wage requirements and transparency obligations would be particularly important given employee concerns regarding fairness and differing reward arrangements for senior staff.
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