1.1 A key principle of reward is that individuals are awarded for their contribution fairly at GreenFriendlyEco. Pay is an emotive issue, and employees can have strong feelings about what is right and what is wrong based on their skill set and if they feel that they are fairly paid (Woodhams and Perkins 2022). Reward practices that are thought to be unfair can break the psychological contract between employer and employee which can create a climate of distrust, lack of motivation and increased labour turnover (Caplenski, 2013). 
Another key principle is consistency. Clear and effective communication regarding reward practices is essential at GreenFriendlyEco for employee engagement (Woodhams and Perkins 2022). Before focusing on communication GreenFriendlyEco should focus on impactful reward by asking the employees what matters to them. If employees find reward mechanisms unsuitable, they aren’t going to be motivated by them (REBA, 2013). Reward strategies should be applied with consistency throughout the workforce to minimise perceptions of favoritism across the workforce rather than just benefiting the senior team. 
Transparency is another key principle. For reward to be successful, GreenFriendlyEco should provide transparency to all employees around what reward policies are in place and what employees need to do to qualify for a pay rise or a bonus (REBA, 2021). Transparent reward systems can improve an employee’s confidence in GreenFriendlyEco and can encourage employees to focus on their behaviours and outcomes that are valued. 
A further key principle for reward management is that rewards can either be intrinsic or extrinsic. Intrinsic reward comes from work itself and includes a sense of meaningfulness or opportunities for development. Extrinsic rewards, by contrast, include pay, bonuses, employee benefits and the working environment (Woodhams and Perkins, 2022).
Reward strategies can encourage strong individual performance in the organisation. Reward is linked with performance as it helps reinforce behaviours to attain the goals of the organisation (Personio, Nd). If an employee is recognised through reward platforms it can motivate them to perform better in the workplace. GreenFriendlyEco can motivate employees to achieve individual and company goals with the use of a reward system which will improve productivity, increase motivation, engagement, and overall improve organisational performance. 
The range of benefits that can be offered to employees at GreenFriendlyEco can send a loud signal to employees on what the organisation values and plays a significant role in shaping the culture. When employees understand how rewards are determined and they believe that the process is equitable this can foster a culture of trust and openness. If GreenFriendlyEco offer a competitive and meaningful benefits package, it is likely that retention will improve and it will increase engagement. 

1.2 Reward is everything that an employee derives from their work. Extrinsic reward covers pay, bonuses and benefits whilst intrinsic rewards are psychological benefits an employee can gain from making meaningful contribution (Hajduk 2017). Both types of reward can influence employee behaviour and can contribute in different ways to GreenFriendlyEco. 
Extrinsic rewards are financial rewards provided by the employer from salary, commissions and bonuses and other financial incentives. These can be highly effective in GreenFriendlyEco as they attract and retain talent. Performance-related pay incentives can motivate employees to perform highly in the workplace, increasing productivity and organisational success. A limitation here is that money could be seen as a demotivator if an employee considers their pay to be unfair (Hajduk 2017). The workplace could also become overcompetitive. If there are personal bonuses, rather than focusing on organisational goals teamwork and collaboration, it may cause short term thinking, and employees may just be out for themselves for financial gain.  
Intrinsic reward is driven by desire or enjoyment completing work and relates to the psychological satisfaction that an employee can gain from their job role, this includes meaningful work, opportunities for career development, and a sense of challenge (Woodhams and Perkins, 2022). According to Maslow’s theory it suggests that once employees' physiological and safety needs are met, they become motivated by higher-level needs such as belonging, esteem and self-actualisation. People generally often engage in a profession which gives them a sense of value (Mcleod,2025). Intrinsic rewards such as employee development opportunities can help develop these.
Intrinsic reward is valuable to GreenFriendlyEco as it promotes employee engagement and a steady work attendance. Sustained organisational performance is supported through higher employee engagement. Employees who are recognised and developed internally are more than likely to remain with the organisation. This is positive as it reduces labor turnover costs and retains key talent.  
According to Alhmoud, A. and Rjoub, H (2019) research has shown that if GreenFriendlyEco invest in a mixture of both intrinsic and extrinsic rewards it would increase employee retention which would retain talent and overall increase organisational productivity. Both types of reward contribute positively to employee contribution and engagement but one can’t be favoured over the other.  Extrinsic rewards can attract a wide talent pool and drive performance whilst intrinsic rewards foster employee engagement. If GreenFriendlyEco only focus on financial reward the organisation may struggle to keep employees engaged, whereas if the focus is on intrinsic rewards, GreenFriendlyEco may struggle to attract and retain key talent in the organisation. 
GreenFriendlyEco can be strategic by using both intrinsic and extrinsic rewards to attract, retain, and engage employees. By combining both and offering a valuable rewards package the organisation can meet the employees’ financial needs whilst ensuring that there are opportunities for personal development and growth. 

2.1 Having a pay and grade structure at GreenFriendlyEco is essential. It will help the organisation to plan its budget and establish reward priorities in line with the current labour market (Wiebusch, 2024). They show transparency and clarity to manage pay rises and progression whilst also remaining fair and lawfulness by avoiding discrimination (CIPD, 2025c). A grade structure is made up of several grades, bands, ranks or levels into which similar job roles can be placed, a pay structure similarly defines actual pay for jobs by reference of value to the organisation (Woodhams and Perkins, 2022). 

Individual pay rates, spot rates or spot salaries are a single hourly, weekly or monthly salary. This type of structure is usually found in lower-skilled occupations. The employer may increase the wage overtime or in line with national minimum wage, but this structure does not offer a set structure for employees’ progression (CIPD, 2025c). Whereas an individual pay range structure is very similar, however it sets a pay range instead of a single position rate giving the organisation a level of discretion for all employees to progress in the workforce once they have reached certain objectives.
Narrow graded pay structure consists of many grades, usually ten or more with jobs equivalent to each other. Jobs are usually evaluated and allocated a grade based on the skill set, knowledge and experience. Employees can progress through the pay range usually through length of service, as grades are narrow people can reach the top of the range quite quickly (CIPD, 2025c). In contrast a broadbanding structure is quite similar but operates in lower grades usually around four. broadbanding has no pay progression limits within each band, which encourages employees to perform well, whereas narrow graded pay structure could be awarded for length of service meaning employees that who might not perform well, may still receive more pay based on many factors like their years of service, or experience. 
A Job families structure groups job roles that have similar responsibilities or characteristics. There are separate salary structures for different families, a finance department for example could be on a different structure to IT. This could cause inequity amongst employees. In contrast to this career families or career-grade structures is a common pay structure across all job families, rather than having separate salary structures per department, an admin role in finance would be paid the same in a different department. They can emphasise greater career progression rather than pay focus of the job families approach (Wiebusch, 2024). 
For GreenFriendlyEco to remain competitive in the job market and keep their employees engaged, they must have a pay or grade structure that aligns with their strategic objectives and workforce needs. Having an effective structure which is transparent and clear for employees will ensure fairness, promote engagement and will ultimately contribute to the attraction, development of talent and sustain employee retention. 

2.2 Contingent rewards are linked to a strategy put in place by an organisation that provides employees with an element of base pay and bonus related outcomes that the organisation deems to be important (Woodhams and Perkins, 2022). This is referred to variable pay it is not guaranteed but can include bonuses, commission, incentives and overtime payments (CIPD,2025). 
According to the CIPD (2022a) there is a strong body of research which has shown that financial rewards or incentives have a positive effect on an employee’s motivation and consequently their performance in the workplace. In other words, a promise of a contingent reward is an incentive for an employee to do well. When there are financial incentives linked to performance bonuses at GreenFriendlyEco, this can motivate employees to increase their effort and to work harder for more pay (Burt, 2017). Employees become more motivated to achieve organisation goals if it leads to a financial reward, however if the reward system is perceived as unfair, it can have the opposite effect on an individual and become demotivated and in some cases can cause resentment. 
At a team level linking an element of pay to the achievement of a particular goal could encourage team performance to achieve set objectives at GreenFriendlyEco (Woodhams and Perkins, 2022). This could encourage workplace collaboration, communication and collective responsibility. Team bonuses can promote knowledge sharing and can encourage employees to work well together so that goals are achieved. The expectancy theory suggests that employees will perform a certain way to attain a reward that they value (CIPD, 2015). 
Contingent rewards can improve businesses performance by aligning employee behaviours with  company objectives. Rewarding employees when it comes to performance-related targets can improve organisational outcomes. Contingent rewards can also help the staff retention at GreenFriendlyEco, by recognising performance or contributions it will encourage employees to continue working for the organisation. 
Contingent rewards at GreenFriendlyEco can contribute to individual, team and organisational performance, but these rewards need to be fair and realistic for employees to achieve. Individuals are thought to be motivated by intrinsic and extrinsic factors, it is important that GreenFriendlyEco strike a balance between their reward framework alongside contingent rewards to ensure that they are promoting employee engagement and improved organisational performance. 
2.3 Employee benefits are a non-cash provision provided by employers (CIPD, 2025b). As part of the reward package employee benefits at GreenFriendlyEco could be used to obtain more positive employee commitment, with pay not being the sole motivator (Woodhams and Perkins, 2022).
Financial benefits, such as an enhanced pension scheme, although pension schemes are mandatory, an enhanced pension scheme offers contributions from both the employer and employee (Fields, 2024). It can help employees prepare and save for retirement. A good pension scheme provides financial security and peace of mind for all employees. A competitive pension scheme can also encourage employees to remain working in GreenFriendlyEco for longer, which would offer the organisation more stability and improve retention. 
Work-life balance benefits have become increasingly popular. Family friendly policies and hybrid working models allow an employee to split their time between working in different locations and balance their work and personal responsibilities which can improve job satisfaction and increase morale. These can align to the business and the workforce at GreenFriendlyEco (CIPD, 2025b).  By offering strong work-life balance benefits this can also widen the selection pool and attract candidates who require greater flexibility in their working arrangements. 
GreenFriendlyEco can also offer a skills development benefit. This invests in employee growth and may offer opportunities for career progression through training programs, workshops, mentoring and gaining professional qualifications. Development initiatives can create a positive working environment for employees (Fields, 2024). Having this benefit will increase employee engagement and it will help GreenFriendlyEco build an internal talent pipeline. Employees who also feel valued are less likely to seek alternative employment and be more committed to the organisation. It will also strengthen the workforce by having more skilled and adaptable employees.
Another type of benefit is health and risk. This provides employee assistance programs, eyecare, medical insurance, programs to encourage physical activity (CIPD, 2025b). This ensures the welfare and productivity of employees and supports their physical and mental health. This benefit reduces absenteeism, offers support to employees’ wellbeing which will improve their productivity contributing to improved performance at GreenFriendlyEco.
A good benefit package at GreenFriendlyEco will provide perks and advantages for the organisation and it will help to attract and retain talent. A benefit reward package can be beneficial to enhance job satisfaction, as well as physical, mental and financial wellbeing beyond the basic employee salary (Fields, 2024). 
2.4 Recognition scheme refers to non-monetary rewards given to employees to acknowledge their efforts, performance, behaviour or achievements in the workplace (CIPD, 2022a).  An effective recognition scheme at GreenFriendlyEco can increase employee engagement, organisational commitment and motivation by ensuring that employees feel valued for their contribution (CIPD, 2022). 
A type of recognition scheme can be informal, this can be delivered by managers throughout GreenFriendlyEco which can include un-planned in the moment appreciation from verbal praise to thank you messages (Dewar, 2025). These might be small gestures but provide immediate recognition for their efforts creating a culture where employees genuinely feel valued for their contribution. Employees who feel valued are more engaged and motivated to perform well in their workplace as they feel appreciated on a day-to-day basis. 
A common type of recognition scheme that GreenFriedlyEco can embed is formal recognition programs. This can be recognising long service rewards, employee of the month or annual achievements. Formal recognition in the workplace can help shape a high performing culture and reinforces behaviours and achievements (Dewar, 2025). This type of scheme can improve morale by noticing that employees’ efforts have not gone unnoticed. It also gives employees something to strive for in the organisation and contributes towards orgainsation commitment. 
Peer-to-peer recognition happens when employees express thanks to each other. GreenFriendlyEco can create a peer-to-peer recognition programme to encourage a culture of appreciation (NHS, 2022). This type of programme gives an employee an opportunity where they can share their feedback and thanks with each other. This recognition can strengthen employee relationships and help encourage teamwork, which contributes to a high performing work culture. Receiving recognition from another colleague can also help boost an individual’s confidence, and result in a team that feels happy, confident and valued which supports their wellbeing. 
Performance based recognition is when an employee is recognised for hitting objectives or demonstrating high levels of performance or contributions. This could be awards or certificates. This creates a link between performance and recognition. Recognising an individual employee can create a spill-over effect on others’ performance as well as team performance (CIPD, 2022). This can encourage other employees to contribute more and creates an engaged workforce. 
Effective recognition schemes at GreenFriendlyEco can contribute to retention, commitment and enhanced employee engagement and can have a positive impact on performance outcomes (CIPD, 2022). Recognition can help reinforce organisational values by rewarding behaviours that reflect the culture and objectives of GreenFriendlyEco. 

3.1 The reward environment is influenced heavily by internal and external factors. Reward decisions need to be in line with the workforce needs and the financial position of GreenFriendlyEco as well as factoring in the current economic climate and labour market to ensure that it remains competitive and fair to all the work force. 
The economic context such as inflation, cost of living crisis, economic growth can affect the expectations regarding pay and benefits. If GreenFriendlyEco can’t respond appropriately with enhanced benefits or pay it could reduce employee satisfaction and increase turnover which could effect organisational stability. It is important that GreenFriendlyEco finds a balance between what is affordable and what is expected so they remain financially stable. It is important that the organisation remains transparent with their employees to ensure that they are being paid and rewarded fairly, especially if the economy fluctuates (CIPD, 2024a). 
The labour market has impact on reward decisions. In a competitive labour market GreenFriendlyEco may have to offer a higher wage or enhance their benefits (Wilkinson and Taylor, 2022). If pay increases are expected to be smaller GreenFriendlyEco could offer enhanced benefits as well as improving learning and development opportunities (CIPD, 2024). This would keep the work force engaged and can contribute long term to retention and attraction of talent. 
Internal factors within the reward system shape the psychological contract which influences behaviour in the organisation. When the design of the reward system aligns with the objectives set by GreenFriendyEco employees will have increased motivation to achieve the objectives set by the organisation. It is built on working relationships and what an employee can expect in return (CIPD, 2025d). This is positive as employees will strive to achieve targets as they are having a return for their hard work, but in contrast to this breaching the psychological contract is not always unavoidable especially if the economic downturn can impact on the reward system in place which could have a negative impact on motivation and commitment. For this to be avoided GreenFriendlyEco need to ensure that they act fairly and not promise positive outcomes if they can’t be delivered (CIPD, 2025d).  
The legal requirements can also impact the reward environment, GreenFriendlyEco needs to ensure that their reward practices comply with the current legislation, including requirements around national minimum wage, equal pay, gender pay gap and any discrimination (Woodhams and Perkins 2022). If this is not complied with it could result in fines, penalties, reputation damage and loss of employee trust. This could impact on future recruitment and sustainability in the organisation.
For GreenFriendlyEco reward decisions need to be made to reflect external pressures and internal priorities in line with what’s financially affordable. The organisation should regularly assess all the factors in making the best decisions around reward strategy that can enhance employee engagement and organisational performance. 

3.2 Benchmarking is a process that compares organisation reward practices with other competitor organisations to determine whether pay and benefits are competitive and fair. The goal of benchmarking is to ensure that there is continuous improvement which will attract and retain key talent (Fallon, 2023). 
External benchmarking using salary and reward surveys produced by the CIPD and the office of national statistics provides reliable information on pay levels, reward trends and benefits across different sectors (CIPD, 2026).An advantage to this is that it will allow GreenFriendlyEco to compare their reward packages to other employers to ensure they are paying a fair wage and remaining competitive, however a limitation here is that surveys can become outdated and it may not reflect the organisations medium size or the quality of specific job matching (Armstrong,2019). Pay clubs are also an effective benchmarking model where similar organisations to GreenFriendlyEco share salaries and rewards, this is helpful when people are collaborative, a limitation here is if the market is competitive other organisations may not want to take part or give accurate information so the data received may be unreliable. 
Another source of benchmarking data is labour market information. These sources of information can be gathered from job advertisements, government statistics and recruitment agencies. This provides insight into external factors affecting pay decisions. This is good as GreenFriendlyEco can remain competitive by offering fair wages that attract and retain key talent. These are readily accessible and highly visible to employees and employers. A limitation here is the affordability of the organisation and that the job matching could be imprecise so pay could be misleading (Armstrong, 2019).
Internal benchmarking can be used to improve the organisation using historical data; turnover, tenure, absence rates and employee engagement surveys. Monitoring this data is positive and enables the organisation to identify trends and issues to ensure that employees experience good work. (Cockett, 2024). These should be evaluated over time and could influence different reward strategies which will long term improve the culture. This also enables GreenFriendlyEco to evaluate if their rewards in place are impacting turnover, absence and engagement.   
For the most effective benchmarking GreenFriendlyEco should use a combination of internal and external data to ensure that reward strategies remain competitive and meet employee’s needs (Fallon, 2023). By evaluating reward packages from multiple sources this will develop insight, improve strategies and will continue to support employee retention, engagement and improve organisational performance. 

3.3 Job evaluation is a systematic process for defining the size or worth of jobs in an organisation. A Job evaluation is undertaken to assess which jobs are similar to establish their position within a pay or grade structure (Woodhams and Perkins 2022). Job evaluation provides internal transparency for all stakeholders and ensures that organisations meet equal pay obligations. 
Job evaluation can be either ‘analytical’ or ‘non analytical’. Analytical revolves around analysing factors such as competency and the value of the specific role to the organisation whereas non analytical evaluation compares whole jobs and places them in a grade or rank order (Woodhams and Perkins 2022). 
A common job evaluation approach is the job ranking method. This is where an organisation ranks jobs of their importance or value to the organisation or the difficulty in performing them. This approach is suited to GreenFriendlyEco due to the size of the organisation, however it can be difficult to make decisions if roles are similar, which could lead to pay being unfair (CIPD, 2025e).
A points rating evaluation identifies key elements known as factors. Each factor is identified by the organisation and are broken down into components such as skill level, responsibility, working conditions and knowledge, each factor is assessed separately and points are allocated according to the level needed for the job role. The more demanding job, points will be a higher level (CIPD, 2025e). This supports fairness by applying a consistent approach to determining pay levels. 
Another approach is job classification method it is used to determine the number of grades for the organisation usually between four and eight based on tasks, responsibilities, experience and skill set. Clear distinctions need to be made between the grades; jobs are then allocated to these pre-determined grades. Using a grading system can encourage employee progression at GreenFriendlyEco (CIPD, 2025e).
Pay levels in an organisation is also subject to external pressures, a market rate analysis can determine external relativities (Woodhams and Pekins 2022). Market pricing enables the organisation to compare other pay rates being offered to a relevant or similar job enabling them to set appropriate rates to attract and keep employees. Data can sometimes be misleading or incomplete; data should be interpreted with the organisation’s current needs and circumstances, this ensure that it does not create internal pay inequities.
As GreenFriendlyEco expects a level of performance a point factor combined with market pricing might be the most appropriate approach. Job evaluation will provide fairness and transparency to employees and using market pricing enables the organisation to remain competitive in attracting and retaining employees.

3.4 Reward practises must comply with employment legislation that impact reward practises and policies to ensure that the organisation remain compliant and that employees are treated equally without any discrimination (CIPD, 2025). 
The National Minimum Wage Act 1998 determines that all employers must pay at least the minimum rate to their employees, the statutory rate does vary by age and gets reviewed annually, failure to comply with the minimum wage at GreenFriendlyEco could result in legal action. (Woodhams and Perkins 2022). The living wage is not a legal requirement, but many organisations do sign up for this, which is paid at a higher rate. 
The Equal Pay Act 1970 is also now incorporated into the Equality Act 2010. Under the Equality Act (2010), employers can’t treat someone less favourably on the grounds of a protected characteristic, under the main principles of discrimination law this would be classed as direct discrimination (Daniels, 2022). The Equal Pay Act (1970) defines pay as wages and all other contractual entitlement, more specifically men and woman have to be paid the same for like work, work rated as the equivalent or work of equal value (Woodhams and Perkins 2022). GreenFriendlyEco need to make reward decisions based on objective criteria to ensure that there is fairness and they are protecting themselves from potential discrimination claims.
The Gender Pay gap 2017 is also a requirement which is placed on some organisations. This report is mainly about pay but also includes male-female ratio in senior management positions (Woodhams and Perkins 2022). Employers with more than 250 employees are legally required to publish a report. As GreenFriendlyEco are a medium-sized organisation, it might not be a requirement to produce this report, but it will be good practice. 
The Employment Rights Act 1996, all employers have to provide employees a written pay statement with or before they receive a wage payment (Daniels, 2022). If an employee believes that they have received a deduction in wages unlawfully they can make a claim to the employment tribunal, therefore if there is an agreement this must be made in writing. This ensures pay is administered fairly and that there is transparency between the employer and the employee.  
GreenFriendlyEco need to ensure that they comply with employment legislation this will help ensure that reward practises are inline with the law, transparent for employees and everyone is receiving equal rights. By reviewing reward practises regularly, it reduces legal risks. It will also support the attraction of new employees, encourage engagement and help with retention. 
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