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Reward refers to the financial and non-financial return employees receive in exchange for their contribution. According to CIPD (2023), effective reward management is built on principles of fairness, transparency, consistency and strategic alignment. These principles are particularly relevant to GreenFriendlyEco, where rising turnover and negative culture suggests that current rewards practices are not meeting employee expectations. 

A key principle is equity. Employees must feel that reward decisions are fair both internally and externally. At GreenFriendlyEco the existence of more beneficial schemes for senior staff but not for others may create perceptions of unfairness, weakening trust and morale. ACAS (2020) highlights that transparent and equitable reward systems help reduce conflict and improve engagement. When employees understand how pay and recognition is determined, the psychological contract is reinforced, supporting engagement and retention.

Modern reward thinking is shaped by the total reward approach. Armstrong (2021) describes total reward as the combination of transactional rewards such as pay, bonuses and benefits with relational rewards such as career development, recognition and work environment. This approach acknowledges that employees are motivated by more than just salary alone. For example, opportunities for learning, supportive leadership and meaningful work can be as influential as financial incentives (Taylor and Woodhams, 2022)

Reward also connects closely with intrinsic and extrinsic motivation. Extrinsic rewards include pay, bonuses and benefits. These are tangible incentives that encourage specific behaviours. Intrinsic rewards arise from the work itself, such as autonomy, purpose and recognition. 
Herzberg’s motivation-hygiene theory supports distinction, suggesting that while pay prevents dissatisfaction, intrinsic factors drive long-term motivation and performance, a balanced reward strategy should therefore address both(Herzberg, 1968).

Reward plays a significant role in shaping organisational culture. What an organisation chooses to reward highlights what it values. If recognition is rare or benefits favour only senior staff, a culture of inequality or low morale may develop. Conversely, inclusive reward practices promote a culture of appreciation, fairness and high performance (CIPD, 2022). The absence of incentives and perceived favouritism in pension arrangements may be contributing to a negative culture and increased turnover at GreenFriendlyEco. 

Reward is also central to performance management, clear links between performance expectations and reward outcomes can help reinforce desired behaviours. CIPD research highlights that well-designed reward systems support goal achievement, continuous improvement and support constructive performance conversations (CIPD, 2023). When employees see a connection between effort, contribution and reward, engagement and productivity increases. 

Reward is a strategic tool that influences motivation, culture and performance. A fair, transparent, and total reward based approach is essential for improving organisational outcomes and employee experience. 






 (AC 1.2)

Extrinsic and intrinsic rewards both play an essential role in influencing employee contribution and long-term organisational performance. A balanced approach is necessary because each type of reward motivates employees in different but complementary ways (Armstrong, 2021).

Extrinsic rewards are tangible and financial, such as pay, benefits, bonuses and incentive schemes. Extrinsic rewards are fundamental for attracting and retaining employees, particularly in competitive labour markets. For GreenFriendlyEco, where turnover is increasing, strengthening extrinsic rewards could directly improve retention and workforce stability. 

Extrinsic rewards contribute to performance by:

· Reinforcing desired behaviours – Incentives and performance related pay can motivate employees to meet or exceed targets, improving productivity and output (Torrington et al, 2020).
· Reducing satisfaction – Herzberg’s motivation-hygiene theory argues that pay and benefits do not create long term motivation but prevent dissatisfaction when managed well (Herzberg, 1968). GreenFriendlyEco’s lack of incentives and perceived inequity in pension schemes may therefore be contributing to disengagement. 
· Supporting fairness and equity – Transparent pay structures help employees feel valued and fairly treated, strengthening commitment and reducing turnover (ACAS,2022).

However, extrinsic rewards alone rarely sustain high performance. Over reliance on financial incentives can lead to short-term thinking and weaken intrinsic motivation (Keeler and Purcell,  2020).

Intrinsic rewards are generated by the inherent characteristics of the task itself, such as autonomy, purpose, recognition and meaningful work. CIPD (2022) highlights intrinsic rewards are powerful drivers of long-term engagement and discretionary effort.

Intrinsic rewards contribute to sustained performance by;

· Enhancing engagement and commitment – When employees feel recognised, trusted and supported, they are more likely to contribute beyond minimum expectations (Armstrong, 2021).
· Strengthening organisational culture – Recognition, development opportunities and supportive leadership foster a positive culture, which is currently lacking at GreenFriendlyEco. A culture built on appreciation and growth encourages collaboration and loyalty (CIPD,2025).
· Supporting continuous improvement – Opportunities for learning and skill development, increase capability and adaptability which is essential for long term organisation performance (Torrington et al, 2020).

For GreenFriendlyEco, intrinsic rewards such as recognition programmes, career pathways and employee involvement in decision making could significantly improve morale and contribution. 

Sustained organisational performance requires a balanced total reward approach. Extrinsic rewards help attract and retain employees, providing short term motivation. Intrinsic rewards drive deeper engagement, creativity and long-term commitment (Armstrong, 2021). For GreenFriendlyEco, strengthening both types is essential to reduce turnover, improve culture and support consistent performance.  

 (AC 2.1)

Grade and pay structures provide a framework for organising jobs and managing pay in a fair and consistent way. Different structures vary in hierarchy, flexibility and progression. Understanding these differences is important for GreenFriendlyEco to help them modernise its reward approach and address issues of turnover and perceived inequity. 

Narrow-graded pay structures contain many grades with small pay ranges. Armstrong and Taylor (2020) note that these structures offer clear hierarchical steps and predictable progression, which can support fairness and transparency. However, they can reinforce rigid hierarchies and create bureaucratic process (CIPD, 2023). For Eco-Insulate, adopting a narrow-graded structure may risk reinforcing the existing perception that senior staff receive preferential treatment, potentially worsening morale. 

Broad-banded structures reduce the number of grades and widen pay ranges significantly. Torrington et al. (2020) explains that broad-banding increases flexibility and supports flatter organisational structures. Brown and Reilly (2013) also highlight that broad-banding can encourage development and enable managers to reward contribution more flexibly. However, without strong governance, broad-banding can led to inconsistency or pay drift (Armstrong, 2021). Given GreenFriendlyEco concerns about fairness, this structure may require careful control to avoid further perceptions of inequity. 

Job family structures group roles into families based on similar skills or functions. CIPD (2022) emphasises that this approach supports specialist career pathways and skill development. Milkovich, Newman and Gerhart (2014) also note that job family structures allow organisations to tailor pay to different professional groups. This could be particularly beneficial for GreenFriendlyEco, which employs both skilled and unskilled workers. Creating job families such as manufacturing, engineering and administration would allow clearer progression routes and help address turnover among skilled employees. 

Pay spines consist of incremental points that employees move through annually or based on performance. They are commonly used in the public sector to ensure fairness and consistency (Kessler and Purcell, 2020). Thompson (2011) argues that pay spines promote transparency but may reward time served rather than contribution. For GreenFriendlyEco, a pay spine could help improve fairness but may not support a performance driven culture. 

Spot rates, or spot salaries involve a single fixed rate for a job with no range or progression. Armstrong (2021) notes that they are simple and easy to administer, making them suitable for routine or standardised roles. Reilly and Brown (2008) highlight that spot rates can be effective where roles are tightly defined, but they offer limited scope for development-based progression. GreenFriendlyEco may find spot salaries appropriate for some unskilled manufacturing roles, but they would not support retention of skilled employees who expect career growth. 

The main differences between grade and pay structures relate to hierarchy, flexibility and progression. For GreenFriendlyEco, selecting the right structure is essential to improving transparency supporting career development, and addressing the cultural and retention challenges currently facing the organisation.


 (AC 2.2)

Contingent rewards are rewards that are given only when specific performance criteria, behaviours or outcomes are achieved.  They can be financial such as bonuses, or non-financial such as recognition or development opportunities. According to Armstrong (2021), contingent rewards are designed to reinforce desired behaviours and align employee effort with organisational goals. When used effectively, they can significantly influence performance at individual, team and organisational levels. 

At the individual level, contingent rewards can increase motivation, effort and focus. Milkovich, Newman and Gerhart (2014) argue that linking rewards to performance encourages employees to direct their energy towards tasks that deliver measurable results. This is supported by expectancy theory, which suggests that employees are more likely to exert effort when they believe it will lead to valued outcomes (Torrington et al, 2020).

For GreenFriendlyEco, where no incentive scheme currently exists, introducing contingent rewards such as performance-related pay or recognition rewards could help address low morale and encourage higher levels of productivity. Brown and Reilly (2013) suggest that contingent rewards also strengthen the psychological contract by signalling that contribution is valued. 

Contingent rewards can also influence team dynamics and collective performance. Team-based bonuses or gain-sharing schemes encourage collaboration, shared responsibility and mutual support (Armstrong and Taylor, 2020). When rewards depend on collective outcomes, teams are more likely to co-ordinate effectively, share knowledge and support weaker team members. However poorly designed schemes can create competition or conflict with teams. Thompson (2011) warns that if individual rewards dominate, teamwork may suffer as employees prioritise personal goals over group success. For GreenFriendlyEco, where skilled and unskilled workers must collaborate on production tasks, team-based contingent rewards could help strengthen cooperation and reduce siloed working. 

At the organisational level, contingent rewards help align employee behaviour with strategic objectives. CIPD (2023) highlights that reward systems linked to organisational goals – such as quality, sustainability or productivity can drive cultural change and support long term performance. When employees understand that organisational success leads to shared rewards, commitment and engagement increases (Reilly and Brown, 2008).
For GreenFriendlyEco, contingent rewards could support improvements in productivity, quality and retention. Incentive schemes tied to sustainability targets could also reinforce the organisations eco-friendly values, helping shift the negative culture currently present. 

Contingent rewards can significantly enhance performance at all levels by reinforcing desired behaviours, encouraging collaboration and aligning employee effort with organisational goals. For GreenFriendlyEco introducing well-designed contingent reward mechanisms could help address turnover, improve morale and support a more positive and performance driven culture. 


 (AC 2.3)

Employee benefits form an important part of an organisations total reward offering. They include financial and non-financial provisions that support employee wellbeing, security and work-life balance. According to CIPD (2023), benefits help organisations attract talent, improve retention and strengthen the psychological contract. Different types of benefits offer different advantages depending on organisational needs, workforce demographics and strategic priorities.

Financial benefits include pensions, life assurance, income protection and share schemes. Their main merit is security, as they provide employees with long term financial stability. Armstrong (2021), notes that financial benefits are highly valued and can significantly enhance retention. GreenFriendlyEco need to ensure that pension arrangements are fair and consistent across all staff, which could help rebuild trust and address concerns about preferential treatment for senior employees. 

Health and wellbeing benefits include private medical insurance, Employee Assistance Programmes, dental cover and wellbeing initiatives. CIPD (2022) highlights that these benefits support physical and mental health, reducing sickness absence and improving productivity. Brown and Reilly (2013) also emphasise that wellbeing benefits show employees that the organisation cares about them, strengthening engagement. Introducing wellbeing support for employees at GreenFriendlyEco could help address low morale and improve the overall culture. 

Work-life benefits include flexible working, enhanced parental leave, additional holidays and childcare support. Armstrong and Taylor (2020) argue that these benefits improve work-life balance and are increasingly important for retention. Torrington et al. (2020) note that flexible working also supports inclusion and widens the talent pool. If GreenFriendlyEco offers more flexible arrangements, this could help attract skilled workers in a competitive market.

Lifestyle and voluntary benefits include retail discounts, cycle-to-work schemes and gym memberships. Their merit lies in personalisation, as employees can choose benefits that suit their needs. Milkovich, Newman and Gerhart (2014) highlight that voluntary benefits are often low-cost for employers but high value for employees. These could enhance GreenFriendlyEco employee experience without significantly increasing expenditure.

Developing opportunities, training and recognition schemes are increasingly considered part of a modern benefits package. Thompson (2011) notes that development benefits support intrinsic motivation and long-term capability building. Reilly and Brown (2008) also argue that recognition strengthens engagement and discretionary effort. By offering a structured development pathways to employees, GreenFriendlyEco would retain skilled employees and reduce turnover. 

Different types of benefits offer different advantages, from financial security and wellbeing support to flexibility and personalisation. A balanced benefits package helps organisations attract and retain talent, improve morale and support sustained performance. By GreenFriendlyEco reviewing and modernising it’s benefits package would play a key role in improving culture, fairness and employee engagement. 

 (AC 2.4)

Recognition schemes are an important part of an organisations total reward strategy. Unlike financial incentives, recognition focuses on acknowledging positive behaviours, efforts and contribution. According to Armstrong (2021), effective recognition strengthens motivation, engagement and organisational culture. Different types of recognition schemes offer different advantages depending on organisational needs and workforce expectations. 

Formal schemes include structured programmes such as ‘Employee of the Month’, long service awards, annual excellence or formal certificates. Formal recognition provides consistency and transparency, helping employees understand what behaviours are valued. Formal recognition is fair, visible and motivational. Brown and Reilly (2013) highlight that public recognition reinforces organisational values and boosts morale. A formal recognition scheme for GreenFriendlyEco could help address low morale and demonstrate fairness, especially given concerns about inconsistent treatment between senior and junior staff.

Informal recognition includes day to day praise, thank you messages and spontaneous acknowledgements. Informal recognition is immediate and reinforces positive behaviours in real time (Armstrong and Taylor, 2020). It’s low cost, helps builds relationships and highly meaningful. Regular informal appreciation strengthens trust between managers and employees (Torrington et al, 2020). GreenFriendlyEco could benefit from encouraging managers to give more frequent informal recognition to help rebuild relationships and improve negative culture. 

Peer-to-peer schemes allow employees to recognise each other’s contributions through nominations, digital platforms or team acknowledgments. Peer recognition enhances collaboration and mutual respect within the workforce (Milkovich, Newman and Gerhart, 2014). It is inclusive, strengthens teamwork and builds a supportive culture. Reilly and Brown (2008) highlight that peer recognition increases engagement because it comes from colleagues who understand the work. Peer recognition could help break down the divisions between skilled and unskilled workers at GreenFriendlyEco and help promote a more cohesive culture. 

Manager-led recognition includes structured one-to-one praise, performance discussions or personalised acknowledgements from line manager. Recognition from a direct line manager carries significant weight and strongly influences motivation (Thompson, 2011). It also supports performance management, reinforces expectations that build engagement. By strengthening management recognition at GreenFriendlyEco, it would help clarify performance standards and improve motivation across the teams.

CIPD (2022) highlights that non-financial recognition supports intrinsic motivation and long-term commitment. Examples of non-financial recognition include development opportunities and additional responsibilities. It is cost effective, meaningful and supports career growth. Development-based recognition is particularly effective for retaining skilled employees. GreenFriendlyEco could retain skilled workers by offering non-financial recognition in the form of progression pathways or project opportunities. 

A blended approach of the different types of recognition schemes creates a more inclusive and motivating environment. This helps to rebuild trust, improve engagement and support a more positive organisational culture.

 (AC 3.1)

The reward environment at GreenFriendlyEco is influenced by a range of internal and external business factors that shape how reward strategies should be designed to support organisational performance. 

A key factor is the nature of the UK manufacturing sector which is characterised by increasing competition, technological changes and pressure to improve productivity. Manufacturing organisations often rely on a mix of skilled technical roles and operational roles, meaning reward strategies must address varied motivations and expectations across the workforce (Torrington et al, 2020).  This creates a need for reward approaches that recognise skill levels, support capability development and reinforce consistent performance.

The external labour market also shapes the reward environment. The UK continues to experience shortages in engineering, maintenance and production related skills, increasing competition for talent. CIPD highlights that organisations operating in a skills shortage sectors must ensure their reward packages are competitive and clearly communicated to attract and retain employees. For GreenFriendlyEco, this means understanding market pay rates, regional pay variations and the expectations of both skilled and entry level workers.
Economic conditions further influence decisions. Inflation, rising living costs and fluctuating energy prices place pressure on employees financial wellbeing, increasing expectations on fair pay progression, cost of living support and transparent reward structures.

Legal and regulatory requirements also form part of the business context. UK employers must comply with legislation relating to minimum pay, equal pay, working hours, pensions and reward transparency. ACAS emphasises that it is not only a legal obligation but also a foundation for trust and fairness within the employment relationship. Reward systems that lack transparency or consistency can undermine employee confidence and damage organisational culture. 

Employee expectations are another important contextual factor. Modern workforces increasingly value recognition, development opportunities, wellbeing support and a sense of fairness in how reward decisions are made. Reward must address both financial and psychological needs to support motivation and commitment (Armstrong and Taylor, 2020). GreenFriendlyEco needs to consider how reward can reinforce positive behaviours, support engagement and contribute to a more constructive organisational culture. 

GreenFriendlyEco’s reward environment is shaped by sector specific labour challenges, economic pressures, legal requirements and evolving employee expectations. Understanding these contextual factors is essential for developing a reward strategy that supports retention, performance and organisational improvement. 


 (AC 3.2)

Benchmarking enables GreenFriendlyEco to compare its performance internally and externally to drive improvement in productivity, workforce capability, and sustainability. To generate meaningful insight, benchmarking data must be gathered and measured using reliable and relevant methods. 

Internal benchmarking in a highly appropriate approach for GreenFriendlyEco because manufacturing environments produce consistent operational and HR data. Information can be gathered through HR systems, production dashboards, absence records and health and safety logs. Internal benchmarking supports continuous improvements by identifying variations in performance across the teams and time periods (CIPD, 2023). For GreenFriendlyEco, comparing defect rates, absence levels or training completion across shifts can highlight best practice and areas requiring intervention. However, internal benchmarking alone may limit insight if the whole organisation is underperforming relative to the wider sector. 

External benchmarking provides essential context by comparing GreenFriendlyEco with other UK manufacturers and sustainability focused organisations. Data can be sourced from Make UK’S annual manufacturing reports, ONS labour market statistics, CIPD reward surveys and ACAS guidance on good employment practice. This is particularly valuable in a competitive green-skills labour market. For example, benchmarking pay and turnover rates against sector averages helps GreenFriendlyEco remain competitive in attracting skilled production workers (ONS, 2023). A limitation on external data is that definitions may vary along with a time delay of data being published, therefore this could reduce comparability (CIPD, 2022).

Process benchmarking is also relevant, as manufacturing performance is largely influenced by workflow efficiency. Techniques such as process mapping and external auditing can identify production issues and monitor waste. The Health and Safety Executive emphasise the value of analysing safety process to reduce incidents, which is critical in a production environment handling machinery and materials. Although this method provides a deep understanding, it can be resource intensive and costly. 

Quantitive measuring techniques, such as calculating cost per hire, defect rates or energy consumption per unit produced, would allow GreenFriendlyEco to track trends and compare performance against industry standards. The CIPD (2022) notes that robust metrics support evidence based HR decisions. Qualitative methods including focus groups and staff surveys can add context by giving an understanding as to why trends occur. For example, understanding reasons behind higher turnover on a specific shift or department. 

By combining internal, external, process, quantitative and qualitative benchmarking provides GreenFriendlyEco with comprehensive information that can support strategic goals around sustainability, operational efficiency and workforce stability. 


 (AC 3.3)

Job evaluation is a systematic process used to determine the relative value of roles within an organisation. It provides a fair and transparent basis for pay structures by assessing the job rather than the individual performing it (Taylor and Woodhams, 2022). Job evaluation is essential for ensuring internal equity, support equal pay compliance and creating consistent reward frameworks (CIPD, 2023). Several approaches to Job Evaluation exist, each offers different levels of detail, objectivity and organisational suitability. 

Non-analytical approaches evaluate the job, without breaking it down into separate factors. One common method is job ranking, where roles are placed in order of perceived importance or contribution. This is a simple approach and cost-effective, making it suitable for smaller organisations, however it is highly subjective and difficult to justify, particularly where roles are diverse (ACAS, 2023). Another non-analytical method is job classification, where roles are matched to pre-defined grade descriptions, such as ‘Operative or ‘Manager. Whilst this provides a clearer structure than ranking, broad grade definitions can lead to inconsistent decisions and may not offer sufficient detail to defend pay outcomes (CIPD, 2022). These approaches are generally quicker to implement but offer limited protection against pay challenges. 

Analytical approaches provide a more robust and defensible method by breaking jobs down into measurable components. The most widely used analytical method in the UK is the point-factor system, which evaluates roles against compensable factors such as skills, responsibility, effort and working conditions. Each factor is weighted and scored, producing a total point value that determines the jobs position within the pay structure. This method is transparent, systematic and strongly aligned with equal pay legislation (CIPD, 2023). However, it can be time consuming to design and requires specialist expertise. Another analytical approach is factor comparison, where jobs are compared factor by factor against benchmark roles and assigned monetary values. Although more precise than whole job methods, it is complex and less commonly used today (ACAS, 2023).

A further approach is market-based job evaluation, which uses external labour market data to determine pay levels. This method ensures competitiveness in recruitment and retention, particularly in sectors facing skills shortages. However, it does not assess internal job value and may undermine internal equity if used in isolation (CIPD, 2022). 

Job Evaluation for GreenFriendlyEco is important due to the mix of manufacturing, technical and supervisory roles within the organisation. Analytical approaches such as point-factor evaluation would allow the organisation to assess roles based on measurable factors such as technical skill, responsibility for machinery and compliance with environmental and safety standards. Market-based evaluation would also support GreenFriendlyEco in benchmarking pay against other UK manufacturers competing for similar green-skills talent, helping the organisation to remain competitive while maintaining internal fairness. 


(AC 3.4) 

Reward practice in the UK is shaped by a range of legislative requirements designed to ensure fairness, transparency and legal compliance. These laws influence how organisations design pay structures, manage benefits and make reward-related decisions. HR Professionals within organisations must understand these requirements to minimise legal risk and promote equitable reward outcomes. 

A central piece of legislations is the Equality Act 2010, which prohibits discrimination in pay and benefits on the basis of protected characteristics such as sex, race, disability, age and religion (CIPD, 2023). The act also enforces the principals of equal pay for equal work, requiring employers to ensure that individuals performing like work, work rated as equivalent, or work of equal value receive equal renumeration. This legislation directly impacts job evaluation, pay grading and the design of reward policies to ensure they are objective and free from bias. 

The National Minimum Wage Act 1988 and the introduction of the National Living Wage set legally enforceable minimum hourly pay rates. Employers must ensure that no worker is paid below the statutory threshold, which affects reward budgeting, pay progression and workforce planning (UK Government, 2024). Failure to comply can result in financial penalties and reputational damage. 

The Employment Rights Act 1996 also plays a significant role by requiring employers to provide clear written statements of pay, benefits and terms of employment. It regulates lawful deductions from wages and supports transparency in reward communication (ACAS, 2023). This legislation underpins fair and consistent payroll practices. 

Working hours and holiday pay are governed by the Working Time Regulations 1998, which set limits on weekly working hours, rest breaks and paid annual leave. Case law clarified that holiday pay must reflect ‘normal remuneration’, including overtime and regular allowances, which has implications for reward calculations and overtime policies (CIPD, 2023). 

The Pensions Act 2008 introduced auto-enrolment, requiring employers to enrol eligible workers into the pension scheme and contribute at least the minimum percentage. This affects total reward design and long-term benefits planning. 

For larger employers, the Gender Pay Gap Reporting Regulations 2017 require annual reporting of pay and bonus gaps between men and women. This legislation encourages organisations to review pay structures and address systemic inequalities (UK Government, 2024). 

Case law such as Asda v Brierley (2021) demonstrates that employers in manufacturing must ensure pay differences between production, warehouse and distribution roles are objectively justified. Similarly, Cadman v HSE (2006) highlights that seniority-based pay schemes which are common in manufacturing must be evidenced based to avoid indirect discrimination. 
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