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(AC 1.1)
Compensation and benefits play a crucial role in drawing in, keeping, and motivating employees. There are various options to acknowledge employees' efforts and reward them. Nevertheless, each option carries its own set of advantages and potential drawbacks which GreenFriendlyEco would need to consider (CIPD, 2025b). The best incentive plans satisfy the requirements of its employees, the company, and the goals, culture, and performance of the organisation, all in a responsible and equitable manner.
Pay, bonuses, and benefits are examples of tangible extrinsic rewards. The psychological advantages that each individual receives from contributing significantly via their work are known as intrinsic rewards. There is more to the relationship between these two kinds of rewards than just favouring one over the other (Hadjuk, 2017). All parts of work that individuals value are included in total reward. In addition to the compensation and benefits package, it may also include equitable treatment or flexible work schedules. CIPD (2025c) states that total reward might emphasise employee empowerment, which could have positive consequences for the cultural change needed within GreenFriendlyEco. 
An effective motivational tool for employers is a reward system. Receiving additional rewards for their efforts, alongside their standard pay (which is already governed by strict legal requirements, such as the National Minimum Wage, paid leave, pension contributions and equal pay, as well as reporting on the chief executive pay ratio and gender pay gap (Morris, 2025c)), can give workers a sense of accomplishment, which boosts engagement and performance. Contented employees will boost productivity and success, so it is crucial for GreenFriendlyEco to make sure their reward system is appropriate for its goals, focused on its core values, and culture positive. 
A study by WorldatWork (Scott, 2011) reaffirms that reward fairness is crucial to employees. The research in this study demonstrates that employees report various levels of concern about distinct reward elements. When individual achievement serves as the main criterion for employee rewards, GreenFriendlyEco must pay close attention to fairness issues.
In conclusion, GreenFriendlyEco should look to create a documented total rewards scheme which is inclusive and fair to all levels of the business. By addressing areas of concern such as the pension schemes and annual leave, GreenFriendlyEco will stimulate the positive change it is looking for.
(AC 1.2)
When aiming to achieve an improvement in employee contribution and sustained organisational performance, GreenFriendlyEco should strategically look to utilise the two main types of rewards: intrinsic and extrinsic.
Extrinsic
Rajesh (2024) tells us that organisations typically employ extrinsic rewards as a means of encouraging certain activities and results. Salary, bonuses, promotions, and other monetary advantages are common examples of such tangible sorts of reward.
Since most people value money or similar prizes, these incentives inspire and drive employees. Even if a person lacks internal motivation, they will nevertheless work on a project in exchange for external incentives. Bartol & Srivastava (2002) found several significant elements of organisational reward systems that are helpful in encouraging people to carry out the desired actions. Two fundamental requirements must be met for reward systems to be successful: the award giver must be able to observe or document the desired behaviour and evaluate its worth.
However, an individual in an organisation may find extrinsic rewards, or monetary compensation, appealing, but this does not always imply that the person is productive. Taylor & Alla (2018) states that intrinsic motivation is negatively impacted by extrinsic rewards. This is because the person is just accomplishing the objectives that will earn them the reward; doing the work does not provide them with any sense of fulfilment or personal worth.
Intrinsic
The most independent type of motivation is intrinsic motivation. In this case, labour is done because it is engaging or even enjoyable. Intrinsically driven employees take part in an activity voluntarily (Avgoustaki & Frankort, 2023). Examples of intrinsic rewards can include things such as mastering a skill, feeling a sense of accomplishment or being an important part of a team. As stated in the previous paragraph, there are studies that show that intrinsic reward can be negatively impacted by extrinsic reward, however in a study by Ledford, Fang & Gerhard (2013), it is shown that this negative effect may not apply to work environments where employees anticipate payment for their work.
Conclusion
GreenFriendlyEco should consider an extrinsic reward system which would cater to a higher proportion of the employees within the company, such as a performance-based bonus. However, GreenFriendlyEco should also consider balancing this out with forms of intrinsic rewards for employees who have less interest in being rewarded by money, such as the opportunity for employees to be part of new projects. 
(AC 2.1)
CIPD (2025a) informs us that a framework for wage progression is provided by pay structures. They can also support the promotion of proper conduct and output. Employees can also receive compensation increases through pay progression. Pay structures can fall under two categories: formal and informal.
Informal
Informal pay structures can also be described as unstructured. An example of this is ‘individual pay rates’ or ‘spot rates’. With this example, there is a single pay rate (hourly, weekly or annually). Morris (2025d) tells us that the hiring viability and personnel value can be easily and accurately estimated with this predetermined approach. However, since direct promotion is the only way for employees to advance and improve, GreenFriendlyEco will need to be wary of this approach as the lack of a formal pay progression framework may make it more difficult to engage employees.
Formal
An example of a formal pay structure is narrow-graded pay structures. This structure usually has ten or more pay grades for employees to reach. One benefit of this structure is that it gives workers predictability. Brauer (2025) informs us that they may, however, result in "grade drift," when jobs are given higher ratings than warranted to advance in salary, and the need for benchmarking as employees rapidly reach pay caps.
Broad-graded pay structures are another example of a formal pay structure. This pay-structure has several pay grades for employees to progress through – usually six to nine (CIPD, 2025a). By giving each grade more space for pay development, this strategy might lessen the grade drift problem that the narrow-graded pay structure offers. If GreenFriendlyEco implemented this pay structure, it would allow employees the opportunity to advance within a pay band under these more flexible schemes without having to be promoted to the next grade right away. Morris (2025d) tells us that broad grading is appropriate for organisations looking to provide career growth while keeping control over pay progression because it strikes a compromise between structure and flexibility. 
Conclusion
It's critical to comprehend the rationale behind any grades or bands that are added to a new or updated pay structure. When choosing a pay structure GreenFriendlyEco should look at the pros and cons and how they meet the business needs (including its affordability). As the economic, political, regulatory, and technological landscapes evolve, GreenFriendlyEco will need to periodically reevaluate their pay structures and wage progression policies. Alternative strategies will be required if current arrangements are unable to be modified to satisfy the needs of either the employer or the employee (CIPD, 2025a).
(AC 2.2)
There are several contingent reward systems that are used by businesses to give additional rewards to employees based on them meeting their identified objectives. Examples are performance-related pay, skill-based pay and service-related pay. By looking to understand the impact of contingent rewards, GreenFriendlyEco can then adapt its benefits to truly support their employees and future-proof engagement and longevity within the business.
Performance-related pay:
Individual
For individual performance rewards, the impact of rewards and employees' level of autonomy or discretion at work are related; that is, when managers give employees some degree of flexibility over how they perform their duties. Individual incentives have the potential to significantly alter behaviour when they are properly formulated and administered. They can be especially effective when employees understand that their hard work is rewarded directly as this will sharpen their focus and improve their motivation (Jayaraman, 2025). One thing that GreenFriendlyEco need to take into consideration is that that incentives have less of an impact on performance if workers believe that the goals they are tied to are so prescriptive that they limit their freedom to choose their own strategies, deadlines, and so on (Cotton, Gifford & Young, 2022). Finding a balance is essential.
Team
Interdependencies between occupations and tasks have been brought about by changes in the way labour is organised, the flattening of companies, and evolving technology, which frequently makes it challenging to distinguish between the contributions and performance of individual employees (DeMatteo, Eby & Sundstrom, 1998). Clifford, et al (2022) informs us that strong data suggests that team-based incentives are more effective than individual ones at boosting performance. This does not imply that all members of a team should receive the same compensation, either, as it is more effective to distribute rewards fairly within teams—that is, considering each person's contribution—than to distribute them uniformly or equally. If looking to implement this kind of reward, GreenFriendlyEco will need to understand that competition within the teams is a natural outcome and could result in negative effects on employee relationships, if not handled appropriately.
Organisational
By implementing performance-related pay, the organisation will see several benefits, such as improved productivity, improved culture, and an increase in employee engagement which could then lead to improved retention. The addition of performance-related pay will make the overall benefits package look more attractive and potentially improve GreenFriendlyEco’s recruitment figures. GreenFriendlyEco can maintain its employees' motivation, engagement, and dedication to the success of the company by using these innovative and varied performance incentives. In addition to rewarding diligence, these incentives support a vibrant and upbeat working atmosphere (Chen, 2023).
(AC 2.3)
A company’s employee benefits package has a significant impact on attracting and keeping great talent. Knowing which of the various employee perk options they value most is crucial. Offering benefits to employees is fantastic, but it's important to understand which ones would be most helpful to your workforce. This implies that your employees can make use of benefits that are beneficial to them in addition to the advantages that come with having an employee benefit package in place (Snowdon, 2025).
Financial
Additional leave 
Offering extra annual leave above the legislative minimum is one example of how businesses are increasingly adding upgrades to required benefits. Offering additional annual leave is a great way that GreenFriendlyEco could honour long-service or as a reward (e.g. employee of the month). Additional leave time is widely regarded by all employees, making it a great motivator for raising spirits, engagement levels and productivity (when used as a reward) (The Startups Team, 2023).
Enhanced pension schemes
Pensions are the second most popular occupational perk, after salary. Most important are employer-matched contributions, which help employees save for a more secure retirement. If GreenFriendlyEco want to stand-out as a top employer, offering an enhanced pension scheme, which includes financial education options, could potentially be the way forward to increase output and provide the company with long-term benefits (Royal London, 2025).
Wellness
Employee Assistance Programmes
When it comes to employee assistance programs, there are several important advantages for workers. These programmes offer employees confidential, independent, and professional help for any issues pertaining to their personal or professional life. If the employee receives this support, they are also likely to feel much more appreciated by their workplace, as EAPs serve to highlight how much an employer values their health and well-being. This is likely to equate to increased performance and productivity from healthy, happy and well-supported staff (Morris, 2025a).
Flexible working
Working from home
Offering employees the option to work from home or the office gives them the freedom to select the setting that best fits their tastes and working style. According to some surveys, flexible work arrangements rate higher than pay as a primary perk, making them the best tool for attracting talent (Campbell, 2024).
Conclusion
In summary, offering different types of benefits will allow GreenFriendlyEco to attract top talent and have a higher chance of retaining them. Offering a wide range of benefits can increase productivity, keep employees motivated and feeling secure, and promote GreenFriendlyEco’s employer brand.
(AC 2.4)
There are several advantages to implementing a reward and recognition scheme in a company. These can include improved employee motivation, retention rates and workplace productivity (Chown, 2023).  As GreenFriendlyEco has a perceived negative culture, such schemes could be a big help as they have shown to improve business culture as well.
Formal vs Informal
Formal recognition usually entails organised activities or programs that are planned, funded, and in line with business goals. This kind of acknowledgment is frequently given in public and adheres to certain rules to maintain uniformity throughout the company (Hedges, 2024).  Examples of formal recognition are employee of the month, performance-based bonus and annual awards ceremonies. These types of recognition are usually clearly defined so provides employees with consistency and fairness.
Hedges (2024) describes informal recognition as impromptu, frequently customised, and typically lacking elaborate rituals or substantial prizes. It's a more regular and adaptable method of expressing gratitude for an employee's actions or efforts, usually taken right away. Examples include social media posts, team shout-outs or a simple thank you. As this kind of recognition doesn’t usually come with a monetary benefit, this is a cost-effective way that GreenFriendlyEco could use to reward its employees.
Peer-to-peer 
Recognising a colleague's abilities, output, or talent is done peer-to-peer. The majority of individuals typically associate acknowledgment with their manager or supervisor, although peer praise and reviews can be equally powerful. Morris (2025b) tells us that a more cooperative and caring workplace can be created with the support of peer-to-peer recognition. When a colleague acknowledges a peer, it can boost their confidence and make them feel valued.
Cash vs non-cash
Employee monetary benefits, like as profit-sharing, stock options, or bonuses, offer monetary incentives linked to performance. They reinforce outcomes and provide instant motivation. In addition to encouraging high success, tying financial incentives to KPIs and corporate objectives aids in luring and keeping top people (Wilson, 2023).
Wilson (2023) informs us that long-term involvement is the focus of non-monetary rewards, which include flexible work schedules, leadership opportunities, and professional advancement. These influence retention and culture in ways that go beyond monetary reward. Since the focus is on the acknowledgment itself and the value is obtained from the act of recognition from the employee's perspective, non-monetary incentives have an immediate effect and are more cost-effective (Lillis, 2025).
Conclusion
By adopting a variety of recognition schemes, GreenFriendlyEco will be able to improve productivity, improve retention and be cost-effective.
(AC 3.1)
In addition to being an essential part of the organisation's value proposition, rewards can help establish the company as a top employer. However, it has grown more difficult to maintain the rewards approach in line with the context. As the environment grows more dynamic and complicated, it is imperative that the incentives strategy and the systems that facilitate its implementation change in tandem with the environment (Greene, 2023).
External factors
Labour market & competition
There is a severe skills deficit in the manufacturing sector, which is predicted to worsen in the coming years. The quick rate of technological improvements that necessitate new skills, an aging workforce, and a lack of new recruits into the business are some of the causes contributing to this shortage and is something GreenFriendlyEco needs to take into consideration when implementing the correct rewards (Gibbens, 2025). Focusing and attracting the right talent and increasing the likelihood of the employees being retained will be a priority in the current environment.
Economic conditions
With the increase to National Minimum wage and employer contributions, ensuring that the rewards offered by GreenFriendlyEco will be essential in ensuring that the company retains current employees and attracts the right candidates moving forward. Businesses that already face pressure to set pay based on affordability will be further burdened by the reforms, which will drive wage compression and potentially necessitate a comprehensive overhaul of the pay system (Assad, 2025). This is going to be an integral part of the reward environment for GreenFriendlyEco.
Internal factors
Organisational culture
As the Managing Director has already identified a negative culture within the business, this is something that will significantly impact the reward environment. Implementing the incorrect kind of award can hurt an employer's profitability and cultural attractiveness. However, choosing and putting into practice the best compensation and benefits (C&B) plan can boost both the company's reputation and financial performance (CIPD, 2017).
Conclusion
Based on the external and internal factors, it will be imperative that GreenFriendlyEco implements a reward package that ensures fairness, whether that be ensuring the legalities of national minimum wage are being met or reward schemes are fair to ensure there is cultural improvement within the business. GreenFriendlyEco will need to ensure that it is attractive to both external candidates and their current workforce to ensure that current workers are retained and they are attracting top candidates where necessary.
(AC 3.2)
There's a compelling reason to benchmark against best practices. Best practices gradually develop as a result of learning which behaviours produced favourable results. This is particularly crucial in an industry with little or no formal educational requirements, no certificates, and regulatory bodies that are spread out geographically (Lenet, 2018).
External benchmarking
By offering a sector-wide viewpoint through sources such as the CIPD Survey Report on Pay, performance and transparency, benchmarking aids businesses in comprehending pay patterns outside of their immediate rivals. Morgan (2025) explains that this kind of compensation benchmarking helps companies predict future pay patterns and offers insightful information that directs long-term incentive planning. By adapting incentive plans to changing labour market conditions, it also enables businesses to maintain their agility. Knowing what the market is paying will help GreenFriendlyEco minimize expenses, guarantee competitive offers, and draw in and keep talent. Benchmarking guarantees that GreenFriendlyEco can draw in and keep skilled workers, which lowers the expenses associated with recruiting and onboarding new hires. The company may improve its reputation in the marketplace and establish itself as an employer of choice by making sure its pay policies are competitive and fair by knowing what other companies in the sector are paying (Jeffrey, 2025). Ensuring that the data being evaluated is up to date and accurate is essential in making this assessment worthwhile to the company.
Internal benchmarking
Consistency within your own organisation is evaluated through internal benchmarking. It helps lessen pay compression, gender pay gaps, and other disparities by guaranteeing that jobs of comparable value and level are compensated equally (Fletcher, 2025). Although internal benchmarking can improve employee satisfaction by ensuring a certain level of fairness, if GreenFriendlyEco only use internal benchmarking, there will be limitations. These can include the data not reflecting current market rates and can run the risk of maintaining previous historic pay disparities.
Combining internal and external benchmarking
Through the utilisation of internal and external data sources GreenFriendlyEco will see a shift in how it approaches decision-making regarding benchmarking. Improved accuracy, quicker reaction times, and a deeper grasp of the market are just a few of the competitive advantages that GreenFriendlyEco can enjoy if it successfully integrates their operational intelligence with external market context. Through the analysis of external market rates (competitor pay) and internal equity (fairness within the company), GreenFriendlyEco can effectively manage expenses while attracting and retaining personnel.
(AC 3.3)
ACAS (2014) describes job evaluation as "A method of determining on a systematic basis the relative importance of a number of different jobs". A job evaluation scheme is a method for methodically and impartially evaluating individual occupations without bias or discrimination.
Formal vs informal evaluation
Market pricing is a form of formal evaluation which is a method of gathering information on the market prices and tracking changes in those rates for comparable occupations in other organisations. Cotton (2023) states that to attract and retain the people it requires, GreenFriendlyEco’s pay rates should be set at a suitable level.
An example of an informal evaluation is simple job ranking. Law (2009) describes simple job ranking as a straightforward approach to job appraisal where positions are ranked based on an unofficial judgment of their overall significance to the company. Although this approach is rapid and low-cost, it becomes challenging to maintain as businesses grow and complexity.
Analytical vs non-analytical
Analytical systems deconstruct jobs into their most basic elements. Due to the detailed breakdown of the jobs, these can provide more objectivity in evaluation. Cotton (2023a) tells us that there are two examples of analytical schemes: points rating and factor comparison. Points rating would include GreenFriendlyEco identifying factors of each job, which are then assessed separately, and points are distributed based on the level required for the position. The value of points increases with job demands. Cotton (2023a) also explains that factor comparison is also based on an evaluation of the factors, but no points are awarded. Since the 'points rating' method allows for the ranking of many jobs at once, it is less prevalent. This form of evaluation can provide GreenFriendlyEco clear recognition of a job’s value and allow new jobs to be easily evaluated but could take a lot of GreenFriendlyEco’s resources to implement (ACAS, 2014).
Non-analytical schemes are not as objective as approaches that use analysis. But they are frequently faster, easier, and less expensive (Cotton, 2023a). An example of a non-analytical scheme that an organisation can use is job ranking. Job ranking arranges jobs according to their significance, the amount of work required to complete them, or their worth to the company.
Equal pay 
Job evaluation is one of the most crucial instruments for examining and evaluating your entire compensation structure and making sure you fulfil your responsibilities under the Equality Act 2010, even though it is not required. Equality and Human Rights Commission (2020) explains that achieving equitable pay requires a consistent, gender-neutral approach to evaluating and comparing the worth of various employment. It is among the most crucial resources for ensuring that GreenFriendlyEco is acting legally. Without one, GreenFriendlyEco could be vulnerable to a demand for equitable pay.
(AC 3.4)
Pay equality
Equal pay law is covered in the Equality Act 2010 and stipulates that both men and women must receive equal pay for doing ‘equal work’. ACAS (2024) explains that equal ay law covers compensation as well as the terms and conditions in employee contracts. These include things such as working hours, annual leave allowance, pension and sick pay. Based on the current reward scheme in GreenFriendlyEco, this would need to be addressed immediately. Any employer found guilty of pay discrimination is required to conduct an equal pay audit, unless there is an exception. The audit must be posted on the employer's website and maintained there for three years (Cotton, 2023b).
Pay reporting
The purpose of pay reporting is to incentivise employers to provide equitable compensation. Cotton (2023b) explains that all major UK employers (an employer with 250 or more employees on a specific date each year) are required by law to reveal specific gender-specific wage data. Currently, big firms are exempt from the law's requirement to explain the extent of their gender pay disparities. However, the government advises organisations to release a narrative outlining their numbers and any initiatives they may be undertaking. If you fail to report on time or provide false information, the Equality and Human Rights Commission (EHRC) may take enforcement action. Fines and court orders may result from this (gov.uk, 2024). GreenFriendlyEco would not need to consider this due to the business’ current size but would need to bare this in mind if looking to expand the company.
Pay compliance
There are many areas within payroll that need to adhere to laws and legislation. These include minimum wage and overtime laws, tax laws and any new legislations. All qualified employees must receive at least the National Living Wage or the National Minimum Wage from their employers. These rates usually increase every April so these need to be checked regularly (Steele, 2026). Understanding who is contractually qualified to receive overtime payments and how it should be calculated is one of the main ways in which a business can ensure compliance within their payroll. Small errors can add up if not checked regularly and this could result in back payments for the company. 
Other areas that payroll compliance is regulated are pensions. The new auto-enrolment scheme means that GreenFriendlyEco must now automatically enrol their eligible employees into a pension scheme and make the required contributions. The minimum percentage that an employer needs to pay is 3% of an employee’s earnings. Based on this information, GreenFriendlyEco’s current pension scheme is not suitable, and an immediate change needs to be made.
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