 (AC 1.1)
CIPD (2025c) advise the principles of reward to meet the needs of the business, its employees, the business purpose, culture and performance. Armstrong and Taylor (2020) advise reward can make a significant impact on the organisation performance by retaining and attracting high performers. The correct rewards motivate employees to perform at their best.  
CIPD (2025c) uses the term reward to include financial awards to employees, including benefit package, in addition to non-pay benefits like opportunities and flexibility.  Armstrong and Taylor (2020) advise the aim of reward management is to support the business goals, by developing a performance culture and encouraging high performance, whist encouraging engagement. It’s important to appropriately reward individuals for the value they create and deliver, in regard to the business and the individuals. 
Being rewarded fairly is part of the CIPD (2025a) definition of ‘good work’, as it gives people the means to make a secure living, and gives opportunity for skill and career development. CIPD (2014) advise that any organisation reward strategy needs to reflect their culture. For example, if the organisation culture values co-operation, then rewarding individual contribution without rewarding teamwork doesn’t align and may foster a more individualistic culture. Taylor and Woodhams (2022) recommend listening to employees and learn to understand the culture, before creating a reward strategy to ensure the two align. Only then can HR provide the right support to implement to reinforce the culture. 
Rewarding employees for good performance can motivate them and encourage more of the same. If individuals are satisfied with their pay, it correlates with improved performance, staff wellbeing and job satisfaction (CIPD, 2025a). With reward that isn’t financial, the value is subjective. CIPD (2015) advise that if an individual feels like the reward they’ve received isn’t of equal value to the effort they’ve put in, or they feel others are receiving the same reward for doing less, then it can create feelings of resentment. This can decrease performance and contribute to a more negative culture. 
Therefore, implementing a reward strategy for the organisation will motivate employees, improve performance and create a more positive culture organisation wide, which will contribute to the goals of the organisation. 

 (AC 1.2)
An extrinsic reward is tangible. Examples include pay, bonuses or benefits. Waite et al. (2021) explains extrinsic rewards are usually financial, transactional, easily replicated by other organisations. Including extrinsic rewards as part of the recruitment process can help with attracting talent (CIPD, 2025c).
CIPD (2015) advise money has a powerful effect on behaviour. CIPD (2025a) explain performance improves when employees are paid sufficiently. CIPD (2015) advise that the value of an extrinsic reward is not the same as the ‘cash value’ for everyone. For example, a discounted gym membership would be deemed more valuable to some compared to others, and if the benefit was then taken away, the perceived value increases. 
CIPD (2015) advise that tangible rewards run the risk of undermining intrinsic motivation. For example, rates of blood donation drops when money is offered. People want to do their best because of goodwill, and offering financial reward diminishes this. Extrinsic rewards work best where there is little intrinsic motivation and work better when the incentives support the need for autonomy. Financial rewards can make individuals forget what motivated them initially, and their motivation becomes reliant on extrinsic rewards. Financial rewards for completing the bare minimum can signal a lack of trust, implying an additional reward is needed to complete their basic role to the desired level. 
Waite et al. (2021) advise an intrinsic reward is non-tangible and is usually recognition of a good job, has psychological benefits for making a meaningful contribution to their work, and contributes to psychological safety.  
CIPD (2022) advise recognition is defined as non-transactional or monetary reward, and the intention is to reinforce the desired behaviour. There is strong evidence that recognition and non-financial reward can have a large effect on workplace performance, even when the gesture seems small. Intrinsic motivation is positively impacted by verbal praise, and gives a sense of enjoyment and interest, compared to financial rewards. If praise is handed out having given little consideration into the effort input or the standard of work, it can have a negative impact on performance. Recognition improves staff retention and can affect the team in its entirety both positively and negatively. CIPD (2022) explain that resentment can build if recognition is given to an individual in a public setting, such as a presentation. Whereas if praise is given in a more informal way, the whole team moral can be lifted. CIPD (2022) advise that employee recognition is closely linked to the meaningfulness of the task. If the task is meaningful and the contribution is recognised, it can have a large impact and vice versa. Meaningfulness is different from skilled, therefore it’s important to value the contributions of those at all skill levels. Waite et al. (2021) advise that those who receive positive feedback on their performance feel apricated and are more likely to engage and contribute positively to the organisation. 
(AC 2.1)
Armstrong and Taylor (2020) advise that formal pay structures provide a framework for base pay management to implement pay policies. It gives space to where each job should sit in a hierarchy and determine their pay levels, gives scope for pay progression. It’s a clear structure where the pay can be monitored and reviewed on a regular basis to ensure the pay is fair and meets statutory requirements, such as the minimum wage. It gives a clear pathway to employees regarding where they currently sit and the earning potential in their current role. 
Armstrong and Taylor (2020) explain how pay structures are defined by the number of grades they contain, whether that be broad graded or narrow. Some organisations allow employees to move up scales within their grades after a successful performance review or after a length of service. The grades and scale points should be published internally to ensure transparency, alongside the policy with clear progression steps. This is to ensure equity, consistency, which gives a sense of fairness to individuals and something to aim for. Any unjustified movement within the gradings would be seen as unfair, have a negative effect on the organisation if other were made aware. Armstrong and Taylor (2020) advise a broad pay scale can give scope to be flexible, and progression is usually linked to contribution. It can cause unrealistic expectations of pay rises and can be difficult to understand. Narrower pay scales work better for control, and are easier to understand, but they can be rigid, therefore more prone for going outside they pay scales. CIPD (2015) advise that the pay structures can be viewed as structurally unfair by employees if they think they’re doing what is asked and not receiving the top end of the scale point. 
The opposite would be to have an unstructured pay system. Armstrong and Taylor (2020) advise that they’d use spot rates or individual job grades. These do not define what is needed to receive an increased pay and doesn’t provide a clear pathway ond how to progress. The figures are usually gathered from benchmarking against other organisations within the same industry and area. Any increases are usually linked to the individual rather than the role. CIPD (2015) advise that spot pay is the more flexible end of pay structures. The pay is usually negotiated by the individual upon recruitment, and the only constraint is the budget for the role allocated by the organisation. 
CIPD (2015) advise that benchmarking information isn’t always readily available for every industry and role, therefore being competitive in the market isn’t always easy when we don’t have the information. Individuals may have a different perception on the value they bring therefore their satisfaction with the pay offered may be subjective. 
(AC 2.2)
CIPD (2015) advise the purpose of a contingent reward is to incentivise employees to do well. The reward is dependent on the effort put into their role, their productivity or output. The desired effect is an improvement, but that’s not always what happens. 
CIPD (2024a) define skill-based pay as including a training package alongside a salary which would be a skill-based pay. Once the skill is acquired then there is usually a salary increase that is promised to the individual. This is a good way of filling skill gaps and developing staff internally, by investing in their skill. This usually includes professional qualifications, but can also include less formal skills, such as negotiation. CIPD (2015) ask the question whether the cost to the individual is considered when they’re undertaking the skill acquisition. If an employee is undertaking a qualification such as the CIPD, their work life balance is altered, they may need to take time off work to complete the course, which has an impact on the team. The cost of their time may not always be considered when compensating post-qualifying. In addition, not all qualifications are accessible for all due to a variety of reasons, therefore it is important to break down any barriers that may prevent individuals from undertaking training, such as time and financial costs. Also, if they’re completing the same work of equal value to their colleagues before, during and after their qualifications, is a pay increase justified? 
Armstrong and Taylor (2020) advise that performance related pay can be pay increases based on individual performance, contribution, and skill. This could be increasing a scale point or negotiating a higher spot pay salary. For an effective motivation tool to improve individual performance, there should be a clear path for individuals to know what they need to achieve to gain the pay progression and what they’ll be receiving once they’ve reached their goal. It must also be a sum that is worth having, fair and consistent, with a equally fair way of measuring whether the objective was reached. CIPD (2015) advise that the increase may be deemed unfair by individuals if they think the effort they put in doesn’t have equal value to what was then paid to them, which illicit negative feelings toward the reward. 
Performance related pay can be on an individual, team or organisational basis (CIPD, 2024a). This can be via base rate pay increases or bonuses related to the relevant performance. Team pay is linked to the whole team’s performance (CIPD, 2024a). CIPD (2015) advise that team pay can encourage behaviours such as co-operation, knowledge and resource sharing, but also the willingness to manage themselves as a team, due to the reward being dependent on each other. If an individual feels their contributing more than their wider team, they may feel the team reward unfair as they’ve contributed more, therefore team performance pay can be demotivating for high achievers. Armstrong and Taylor (2020) advise that the high achievers may choose to work at the level of the least performing individual in the team since they’re achieving the same reward, which in turn may lead to the team performing poorer, and fostering a negative culture. 
Armstrong and Taylor (2020) advise that pay rises linked to organisational performance include profit sharing, share schemes and gain sharing. The theory is that the better the organisation performs as a whole, the better the organisational reward. Similarly to team performance pay, this may be demotivating to high achievers. In addition, not everyone may have the same influence over organisational performance. For example, a sales representative or marketing officer will have more of an influence on sales and income than a junior finance clerk. Those who see their contribution as highly valuable will expect the reward to reflect this (CIPD, 2015). Deferred rewards such as share values have their disadvantages because it’s not known their full value, and it can fluctuate therefore hard to match the reward to the effort (CIPD, 2015). 
(AC 2.3)
The most common type of benefit is workplace benefit (CIPD, 2015). According to CIPD (2025e), the decisions organisations need to make is how much are they contributing to employee workplace pension? Pensions must be reviewed regularly to ensure compliance with the contributions and auto enrolment rules. CIPD (2015) found pensions are often undervalued, particularly by younger employees. As employees get closer to retirement age do they value pensions more. Pension contributions are often noted on job adverts to attract talent, and rewards loyalty by organisations continuing to contribute to employee pension pots, therefore has a positive impact on retention. Employees have the flexibility to opt out of their workplace pension if they choose to, but they’d be losing out on the tax benefits and the employer contributions which they’ll likely value in years to come. 
Flexible working arrangements benefit both employees and the organisation, as the Good Work index (CIPD, 2025a) show that it has a positive impact on the quality of life of the employees, which benefits the organisation. The most common formal requests include working form home and flexi time, but more would like to see condensed hours and a 4-day working week implicated at their organisation. Informal flexible working arrangements, which includes taking some time out of the working day to attend personal or life events, correlates positively with higher performance and discretionary effort. CIPD (2025a) advise flexible working improves retention, with 1.1 million employees leaving their current employer due to lack of flexible working arrangements within the last 12 months. CIPD (2025f) advise there are cost savings to be made by improving flexible working opportunities with saving on office space, embracing technological advances, decreasing absence rates, better equity between employees, and improving wellbeing. 
CIPD (2022) found that many organisations have increased their paid leave, in response to increased statutory requirements, but also enhancing their offering. For example, increasing statutory paid leave to above the 28 minimum including bank holidays increased to 64% of employers in 2022. Other types of paid leave include paid bereavement leave and enhanced leave for parents. Other medium size businesses also offer paid leave for child’s special events and pets bereavement (CIPD, 2022) and are more likely to do so than large organisations. On the other hand, manufacturing private companies are less likely to offer paid leave benefits. Taking time off work contributes to a healthy work life balance which in turn affects staff wellbeing and contributes what counts as Good Work (CIPD, 2025a). When work has a positive impact on individuals, the organisation see’s more discretionary effort, better innovation and better retention. 
(AC 2.4)
Armstong and Taylor (2020) advise that giving bonuses to employees to recognise their efforts can have an immediate effect on motivation and engagement, but CIPD (2015) state it’s usually a short-term benefit. Usually, they’re relating to individual performance but can be linked to team performance. Organisations can have a sliding scale to where the maximum bonus would be. Usually distributed annually, bonuses must be earned each year and there is no guarantee that the same bonus will be awarded each year. CIPD (2015) advise the bonus needs to be significant enough to make an impact on the individual, and the value of the bonus needs to be aligned with the individual’s perceived value they’ve contributed for it to have a positive impact on their performance (CIPD, 2015). If a bonus is continuously offered, then the effect diminishes over time. The bonus will have to increase to maintain the same effect. 
CIPD (2015) advise introducing recognition schemes where individuals are publicly recognised for their efforts and give them a sense of achievement can give an immediate high engagement and motivation for individuals. Examples are public leaderboards and seller of the month. Small gestures have a large impact. Along with the public recognition, there could be a small prize to motivate staff to carry on with the competitiveness. The constant feedback provided provides reinforcement of the desired behaviour and boost the confidence of individuals or teams, and there’s a clear link between performance and reward. 
Both of these are formal recognition schemes. Gallup (2024) advise that the most effective recognition is authentic, specific to the individual, and honest. It matters who recognises the effort, and what makes it meaningful. The most memorable recognition came from the line managers manager, or a senior leader such as the CEO, followed by customers and peers. Types of recognition cited public and private recognition, a formal achievement or review, a promotion or increased responsibility, monetary reward or the personal satisfaction of doing a job well done. Different individuals will value different approaches which is why it’s important to know your employees and what motivates them.  
(AC 3.1)
An external factor that effects the reward environment is the increases in National insurance contributions (NIC) and national living wage (CIPD, 2025a). CIPD (2025g) labour outlook report two in five employers believe the increase in NIC and the reduction in the ‘secondary threshold’ will increase their employment costs significantly, which means businesses will need to increase the prices and reduce staff numbers, with 25% employers planning redundancies. The direct impact will be the effect on pay for employees. The expected pay increase is around 3%. The indirect impact could be increased workload for employees reduced recruitment, unable to take time off due to staff shortages, and reduced job security due to redundancies. The increase in National minimum wage is reviewed annually and effective from April 2025. (Gov.uk, 2025). 
Internal factors that affect the reward environment is the culture of the organisation, which is said to be negative. CIPD (2025g) advise that employees who reported achieving their objectives reported feeling engaged in their work. Half of employees who reported they’re likely to quit in the next 12 months reported feeling miserable at work. Giving employees the right resources, setting boundaries, training managers, contribute to a healthy work life balance and improves autonomy in the workplace which improves performance and culture. 
Although costs are increasing, it’s important to reward individuals fairly for their contributions to avoid feelings of resentment towards management and colleagues (CIPD, 2015). Setting boundaries and clear expectations will reduce any differences between the perception of fair reward and individual perception of the value of their work. 
(AC 3.2)
According to CIPD (2025i), market benchmarking is the way of collecting data on the pay rates of similar roles in other organisations, within similar industries, to establish the market rates for the roles. It is becoming increasingly difficult to gather information and there isn’t a single pay point for each role. Titles, responsibilities and industry differences account for pay differences for similar roles. Market pricing focuses externally as it looks at the wider labour market. Factors must be considered outside of salary when benchmarking. Other organisations may have extensive benefit packages in addition to basic pay which needs to be considered. Not all the information needed is publicly available. 
CIPD (2025i) advise that data can be gathered from sources such as agencies, gathered locally, national survey data (ONS, 2025). 
The ONS (2025) is an example of a national survey that doesn’t give industry specific, doesn’t provide the information on the benefits package offered by organisations and doesn’t give explanations behind the data. The information is valid and reliable but is vague for benchmarking for specific roles. 
Recruitment agencies can carry out their own salary benchmarking exercise, and with may recruiters working within specific industries, have a wealth of knowledge with regards to the market value, benefit packages offered by other employers, and what attracts talent to organisations (Hays, 2025). If they work across a large area they can compare by location, or if they’re specific to one area, then they can compare within. Recruiters could inflate the salary offers since they work on a commission and may be motivated by their employer to offer a higher salary to increase their commission. Alternatively, if they’re not realistic in they’re benchmarking they may not get repeat customers. 
With the increase in technology, there is software available which will analyse a wealth of data available and benchmark salaries within specific industries, in different size organisations, in varies locations. For example, CIPD Inform and Bright HR both have benchmarking tools available, and they’ll give a salary range with commonly offered benefits to give an insight into the market prices. With the increase in AI, we can reasonably predict organisations will turn to open AI to research market prices for roles, but human intervention with AI is essential to ensure accuracy and validity (Farrand, 2023). 
(AC 3.3)
ACAS (2014) defines job evaluation as a way of deciding on a systemic basis the relative importance of a number of different jobs. It’s used as the basis for fair pay systems, as a way of assessing individual jobs objectively while avoiding discrimination. It can provide a rational for the pay awarded for jobs in different areas at different levels by providing a hierarchy of jobs. It reduces the likelihood of unequal pay, give reasoning to individuals behind their pay grades, provide transparency into pay awards. It doesn’t always match people’s expectations of their level of responsibility. 
CIPD (2025i) advise there’s analytical and non-analytical Job evaluation schemes. ACAS (2014) define the analytical scheme is where jobs are broken down into elements and are compared by each factor. Each factor is then scored, and the job is given a profile score. Factors include knowledge, management responsibilities and communication. Different factors have different weightings relevant to their importance. The jobs’ score indicates where in the hierarchy within the organisation does the role sit and then a grade is allocated to that role.  ACAS (2014) advise the advantage to the analytical scheme is there’s a clear recognition of the job’s value, and a clear difference between jobs, it’s difficult to manipulate and roles can easily be added to the scheme when created, or re-evaluated if major changes are made to a role. Enough resource is needed to maintain the scheme and it can be time consuming. 
Another analytical method is job matching, which is less time consuming. ACAS (2014) advise that roles are matched with factors and then compared with a grade deemed the best fit. This is the easiest to implement, but still difficult to implement. 
Analytical job evaluation methods can provide a defence against equal pay challenges as they’re non-discriminatory. It keeps the role separate from the individual currently sat in the role and focuses on the makeup of the role. Higher the score, the higher in the hierarchy the role sits. 
CIPD (2025i) advise non-analytical jobs are less objective but are often simpler and cheaper to implement. Methods include job ranking, where roles are ranked in order of importance within a grade, or the level of difficulty. ACAS (2014) advise this method doesn’t break them down into factors but looks as the job as a whole. 
(AC 3.4)
Legislation determines that no one group is treated less favourably due to a protected characteristic in the Equality Act 2010, including when rewarding staff, whether directly, indirectly, or by association (Daniels, 2025). 
Age is a protected characteristic. Often organisations have rewards linked to a length of service. This can sometimes lead to age discrimination, since older employees would have had more opportunity to gain a longer service, which could lead to cases of indirect age discrimination. To address this issue, benefits linked to service can be offered if the service required is 5 years or less, and anything longer could be allowable if they’re linked to a business need, including encouraging loyalty or motivation. Also, it’s allowed for circumstances such as calculating a statutory redundancy payment (Daniels, 2025). 
ACAS (2014) advise that men and women must be on equal terms and conditions if they conduct work of equal value or ‘like work’ or work scored equally on an analytical job evaluation scheme.  Analytical job evaluation is non-discriminatory due to the focus on the role rather than the individual, but when creating pay structures, the difference in terms and conditions must be considered, if there are any, between grades for roles that would be traditionally carried out by a specific gender and reviewed regularly. For example, in retail, warehouse and retails staff work has been deemed of equal value, but historically warehouse staff, who were typically male, were paid more than retail staff, who were typically women (BBC, 2024). 
Work rated as equivalent with an analytical job evaluation scheme can be discriminatory when subjective judgements are used instead of objective data, and using internal benchmarking can bring existing discrimination to light (Daniels, 2025). It must be ensured that the job is evaluated based on the duties described and not on any preconceptions of the evaluator to ensure a fair bias free evaluation, and the terms given to that role must be based on the score and relating to the relevant grade. 
Daniels (2025) explains the legislation on Flexible working changed in 2024, making it a day one statutory right for all those employed, and all applications must be reasonably considered. Requests must include the date of the application, the nature of the change, when they’d like it to take effect, and if they’ve made a similar request in the past, when was it made. Up to two requests a year can be submitted by each employee. Requests can include changes to hours, contractual location. There are a number of reasons why a request can be declined, including the burden of cost, business needs and detrimental impacts on the quality of service. CIPD (2025b) advise the legislation could be strengthened in the new Employment rights bill due in 2026. 
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