AC(1.1): 
Reward refers to the full range of financial and non-financial returns that employees receive in exchange for their contribution to an organisation(CIPD,2025).  According to Armstrong’s Handbook of Reward Management Practice, effective reward management is grounded in a set of clear principles that ensure reward systems are fair, motivating and aligned with organisational objectives. 
A central principle is the total reward approach, which recognises that employees are motivated by more than pay alone. According to (Armstrong and Brown,2019), Total reward combines extrinsic rewards, such as base pay, incentives, pensions and benefits, with intrinsic rewards, including meaningful work recognition, development opportunities and job satisfaction. For GreenFriendlyEco, which currently relies on measured day word and provides limited differentiation in reward, adopting a total reward perspective would help address declining morale and turnover by recognising a broader range of employee contributions. 
According to the (CIPD,2025), Fairness, consistency and transparency are also fundamental principles of reward. Employees need to understand how pay and rewards are determined and to feel that outcomes are equitable. Internal fairness helps to build trust and reduce perceptions of favouritism(CIPD,2025). At GreenFriendlyEco, where enhanced schemes appear to be available only to senior staff, a lack of transparency may be contributing to dissatisfaction and a negative organisational culture. 
Reward principles also require organisations to balance internal equity with external competitiveness (Armstrong and Brown,2019). This means ensuring pay structures reflect job value internally while remaining aligned with market rates to attract and retain talent. Without this balance, organisations risk either losing skilled employees or incurring unnecessary costs.
According to the (CIPD,2024), another key principle is the integration of reward with business objectives and performance management. Reward systems should reinforce desired behaviours and outcomes by recognising performance, contribution and value creation. As highlighted by the CIPD(2024), reward strategies play critical role in promoting ‘’good work’’ by supporting employee wellbeing, engagement and sustainable performance. 
The importance of reward to organisational culture lies in its ability to signal what the organisation values(CIPD,2025). When reward systems recognise effort, skills, and contribution fairly, they help foster a culture of trust, engagement and accountability. In performance management, reward acts as a lever to stimulate higher performance by reinforcing expectations, recognising achievement and encouraging continuous improvement. For GreenFriendlyEco, aligning reward principles with performance management processes would support a shift towards a more positive, high-performance culture while addressing current challenges of low motivation and employee turnover.  





2. AC(1.2):
Extrinsic rewards refer to tangible, financial or material rewards provided by an organisation, such as a base bay, bonuses, incentives and benefits(CIPD,2025). These rewards are often linked to performance measures and are intended to encourage employees to increase effort and productivity. At GreenFriendlyEco, where there is currently limited reward differentiation and no incentive scheme, the absence of meaningful extrinsic rewards may be contributing to reduced employee contribution and high turnover. 
Extrinsic rewards can improve employee contribution when they are clearly linked to measurable performance outcomes(Antoni et al.,2017). According to expectancy theory by (Vroom 1964), employees are more likely to increase effort when they believe that performance will leak to valued rewards. Performance-related pay and bonuses can therefore stimulate short-term improvements in output, particularly in operational and manufacturing environments(CIPD,2025). Research suggests that when reward systems are perceived as equitable and transparent, they can positively influence motivation and performance (Antoni et al.,2017). However, extrinsic rewards alone may not sustain organisational performance if they focus narrowly on individual targets, as this can undermine teamwork and encourage short-termism. Hajduk (2017) argues that poorly designed reward schemes risk disengagement when rewards are viewed as unfair or unattainable, particularly without visible senior management support. 
Intrinsic rewards, by contrast, according to (Armstrong and Brown,2019), are non-financial and arise from the nature of the work itself. These include recognition, autonomy, opportunities for development, meaningful work and a sense of achievement. Intrinsic rewards are strongly associated with sustained organisational performance because they foster long-term engagement rather than compliance. For GreenFriendlyEco, intrinsic rewards could play a critical role in rebuilding morale and strengthening organisational culture by reinforcing shared values and encouraging collaboration. 
Motivation theory suggests that intrinsically motivated employees are more likely to demonstrate discretionary effort and commitment Hajduk (2017).  Self-determination theory highlights the importance of autonomy, competence and relatedness in driving sustained motivation. When employees feel trusted, valued and supported, they are more likely to contribute consistently over time. Kerr and Slocum (2005) emphasise that reward systems influence organisational culture by signalling which behaviours are valued, meaning intrinsic rewards can support teamworking, innovation and continuous improvement when aligned with organisational goals. 
In assessing both forms of rewards, it is clear that extrinsic rewards can stimulate immediate improvements in contribution when linked to clear measures and perceived as fair. However, intrinsic rewards are more effective in sustaining organisational performance by embedding motivation, engagement, and cultural alignment. For GreenFriendlyEco, a balanced reward approach that integrates both extrinsic and intrinsic rewards would be most effective in improving employee contribution while supporting long-term performance and retention. 



3. AC(2.1):
A grade and pay structure provides a framework for determining how roles are valued, grouped and rewarded within an organisation. Its purpose is to support fairness, consistency and transparency in pay decisions while enabling organisations to manage reward costs and progression effectively(DavidsonMorris,2025). According to (CIPD,2025a), pay structures can be broadly categorised into formal and informal approaches, each with distinct characteristics and implications. 
Formal pay structures are planned, documented systems that group jobs into grades or bands based on job evaluation or role size(CIPD,2025a). A common example is the multi-graded (Narrow-graded) structure, which consists of many grades with relatively small pay ranges. This structure allows for fine distinctions between roles and supports clear progression pathways. However, it can be rigid, bureaucratic and may limit flexibility, particularly in fast-changing organisations(DavidsonMorris,2025). For GreenFriendlyEco, a narrow-graded structure could help ensure internal equity but may restrict managerial discretion and adaptability. 
In contrast, according to (DavidsonMorris,2025), a broad-graded structure reduces the number of grades and increases the pay range within each grade. This offers greater flexibility in pay progression and supports wider role responsibilities(DavidsonMorris,2025). Compared with narrow grading, broad grading encourages skill development and lateral movement, but it can also create pay management challenges if progression criteria are unclear. 
A broad-banded structure goes further by combining multiple grades into a small number of wide pay bands(Randstad,2019). The key difference between broad-banded and broad-graded structures lies in the level of flexibility(Randstad,2019): broad bands provide significantly more discretion for managers to reward contribution and performance. While this can support responsiveness and performance-based pay, it also increases the risk of inconsistency and perceived unfairness if not supported by clear governance and transparency.
Another formal approach is the job family structure, where roles are grouped by function or profession (for example, production, engineering, or sales), with defined levels within each family(Randstad,2019). This structure differs from traditional grading by supporting career development within specialist areas while maintain internal consistency across the organisation. 
 According to (CIPD,2025),Informal pay structures are less systematic and are often used in smaller or less mature organisations. These include spot rates, where jobs are paid at a single market-based rate, and individual job grades ,where pay is set role by role. While informal structures offer flexibility and responsiveness to market pressures, they lack transparency and can lead to pay inequities and employee dissatisfaction over time(Randstad,2019). For GreenFriendlyEco, understanding these differences is essential when considering how pay structures can support fairness, progression and organisational performance as the business evolves. 





4. AC(2.2):
According to Armstrong and Brown (2019), contingent rewards are rewards that are provided only when predefined criteria are met, Unlike fixed pay, they are conditional on performance, skills, contribution or other measurable outcomes, and are designed to reinforce desired behaviours and results. When applied effectively, contingent rewards can influence performance at individual, team and organisational levels. 
One common form of contingent reward is performance-related pay, where financial rewards are linked directly to individual or group performance outcomes. At an individual level, performance-related pay can increase effort and focus by clarifying expectations and reinforcing achievement(CIPD,2024). Research indicates that performance-contingent rewards can enhance cognitive control and task engagement when individuals perceive a clear link between effort and reward (Fröber and Dreisbach, 2016). However, if targets are poorly designed or perceived as unfair, motivation may decline. 
Competency-related pay rewards employees for demonstrating specific behaviours, knowledge or capabilities rather than outputs alone. (CIPD,2024) suggests that this approach supports long-term performance by encouraging learning and capability development. At an organisational level, competency-based pay can help embed strategic skills that align with future business needs, supporting sustained performance rather than short-term results. 
According to (Fröber and Dreisbach, 2016), contribution-related pay combines elements of performance, competence and behaviours, assessing the overall value an employee brings to the organisation. This approach according to (CIPD,2024) allows a more holistic assessment of performance, recognising teamwork, flexibility and discretionary effort. At team level, contribution-related pay can support collaboration when assessment criteria explicitly include cooperative behaviours, although it requires clear governance to avoid subjectivity. 
Skill-based pay rewards employees for acquiring and applying new skills. (Armstrong and Brown ,2019) suggest that this type of contingent reward can improve organisational performance by increasing workforce flexibility and resilience, particularly in operational environments. At an individual level, it promotes continuous learning, while at team level it supports multi-skilling and knowledge sharing. 
Service or tenure-related pay links reward to length of service. While this can support retention and organisational stability, its impact on performance is more limited, as it does not directly reward contribution or outcomes(Fröber and Dreisbach, 2016). Furthermore, Overreliance on tenure-based pay may reduce performance incentives if not combined with other contingent rewards(Fröber and Dreisbach, 2016).
At a team and organisational level, contingent rewards can shape culture and performance by signalling what is valued. Evidence suggest that contingent reward leadership can enhance creativity and performance when applied consistently and predictably, but may diminish outcomes if perceived as arbitrary or inconsistent(Ghosh et.al,2024). For organisations such as GreenFriendlyEco, a balanced and transparent approach to contingent rewards is essential to drive individual effort, support effective teamwork and sustain organisational performance. 




5. AC(2.3):
Employee benefits from a significant element of the total reward package and are designed to complement base pay by supporting employee motivation, wellbeing and retention. Benefits can be financial or non-financial and vary in their short and long-term impact on employee behaviour. According to Armstrong’s handbook of reward management practice, benefits play a critical role in demonstrating organisational commitment to employees while enhancing the perceived value of reward without permanently increasing fixed costs. 
Financial performance-related benefits, such as performance-related pay, bonus schemes, payment by results and commission, directly link reward to achievement. The primary merit of these benefits is their ability to reinforce performance expectations and encourage higher levels of effort and productivity. Research suggests that variable pay can improve motivation when employees perceive a clear and fair connection between performance and reward(Antoni et al., 2017; Fröber and Dreisbach, 2016). For GreenFriendlyEco, selective use of performance-related bonuses linked to productivity or quality targets could improve employee contribution while maintain control over reward expenditure. 
Collective financial benefits, including profit-sharing and gainsharing schemes, reward employees based on organisational or team success rather than individual output. Their key merit lies in encouraging cooperation, shared responsibility and alignment with organisational goals. Kerr and Slocum (2005) argue that such reward systems shape organisational culture by reinforcing collective values and collaboration. Gainsharing, in particular, is well suited to manufacturing environments as it encourages efficiency improvements and teamwork, while only generating reward costs when performance gains are realised(Armstrong and Bown,2019). 
Core security benefits such as pensions, healthcare, insurance cover and enhanced sick pay provide employees with financial stability and wellbeing support. The merit of these benefits lies in their long-term value and role in improving retention and organisational commitment. CIPD (2024) highlights that benefits addressing security and wellbeing contribute to employee engagement and trust, particularly in organisations experiencing high turnover or morale challenges. For GreenFriendlyEco, improving communication around existing pension provision could enhance perceived value without substantial additional cost. 
Family-friendly and lifestyle benefits, including enhanced maternity, paternity and adoption pay, childcare, support, flexible benefits and season tick loans, recognise individual differences in employee needs. Their merit lies in improving work-life balance, attraction and retention across different lie stages (Armstrong and Brown,2019;CIPD,2024). Flexible benefits schemes further enhance value by allowing employees to tailor rewards to personal priorities, increasing engagement without significantly increasing overall reward spend. 
Overall, the merits of offering a diverse benefits package include improved employee motivation, engagement and commitment, reduced employee turnover and enhanced employer attractiveness. For GreenFriendlyEco, a strategically prioritised and affordable benefits approach would support organisational stability and sustained performance while remaining aligned with available resources. 



6. AC.(2.4):
Recognition schemes are a core element of total reward and focus on acknowledging employee effort, behaviours and achievements rather than contractual pay. Effective recognition supports motivation, engagement and cultural alignment at relatively low cost. As noted by Armstrong’s handbook of reward and management practice, recognition is most effective when it is timely, meaningful and clearly linked to organisational values. Research also indicates that recognition plays a significant role in improving employee engagement and performance, particularly in organisations experiencing morale or retention challenges (Gallup,2024; Kerr and Slocum,2005). 
Informal, day-to-day recognition includes verbal prise, thank-you messages or immediate acknowledgement by line managers. Its defining feature is immediacy, allowing recognition to be closely linked to the behaviour being reinforced. The key merit of informal recognition is its ability to strengthen trust, reinforce positive behaviours and enhance manager-employee relationships. Evidence suggests that frequent and sincere recognition increases discretionary effort and engagement(Gallup, 2024; Antoni et al., 2017). Armstrong and brown (2019) further argue that informal recognition can be more motivating than formal rewards when it is authentic and consistently applied. 
Formal and public recognition schemes are more structured and include initiatives such as employee-of-the-month awards, annual recognition programmes or values-based awards presented in team meetings or organisational communications. Their key features are visibility, consistency and defined criteria. The merit of these schemes lies in their ability to reinforce organisational values and signal which behaviours are rewarded. Public recognition can motivate both recipients and peers by creating shared norms and expectations (Kerr and Slocum,2005). However, such schemes require transparent criteria to avoid perceptions of favouritism. 
Non-cash recognition awards, such as vouchers, gifts or experience-based rewards, offer flexibility and personalisation. Their merit lies in perceived value rather than monetary cost, making them memorable and emotionally meaningful. Research suggests that non-cash rewards are often more effective than small cash awards in sustaining motivation, as they are less likely to be viewed as an entitlement( Hajduck,2017). Tailoring non-cash rewards to individual preferences further enhances engagement(Gallup,2024). 
Cash awards, while providing immediate gratification, may have a limited long-term motivational impact if used frequently, as employees may quickly incorporate them into pay expectations(Armstrong and Brown,2019). For GreenFriendlyEco, a balanced recognition approach combining informal recognition, structured public schemes and selective non-cash awards would offer the greatest merit by improving engagement and reinforcing culture in a cost-effective and sustainable way. 





7. AC(3.1):
The reward environment within which organisations operate is shaped by a combination of external economic conditions and internal organisational factors. Understanding this context enables organisations to use benchmarking data effectively to design reward approaches that are competitive, fair, sustainable(CIPD,2024). For GreenFriendlyEco, which operates in the UK private manufacturing sector, the reward environment is currently influenced by labour market pressures, economic uncertainty and evolving employee expectations. 
Externally, the UK labour market presents significant challenges for reward strategy. Recent labour market statistics show continued skills shortages, reduced labour market participation and increased competition for skilled workers, particularly in technical and operational roles(Francis-Devine and Powell,2024). These conditions have arisen due to demographic changes, post-pandemic workforce shifts and sector-specific demand. The impact on reward is upward pressure on pay levels and benefits, as organisations must remain competitive to attract and retain talent. Armstrong and Bown (2019) argue that in tight labour markets, organisations must benchmark pay and benefits carefully to avoid turnover driven by external pay competition. CIPD (2024) further highlights that reward strategies increasingly need to balance affordability with market responsiveness to maintain organisational performance. 
Economic conditions and business confidence also shape the reward environment. Ongoing cost pressures, inflation and uncertainty around economic growth have led many organisations to adopt more cautious pay review approaches(Francis-Devine and Powell,2024). This context increases the importance of variable and non-consolidated reward elements, allowing organisations to control fixed costs while still recognising performance. According to Torrington et al. (2020), organisations operating in volatile economic conditions are more likely to rely on flexible reward mechanisms informed by market benchmarking. For GreenFriendlyEco, this context suggests the need to assess sector pay trends and reward practices to ensure sustainability without undermining engagement. 
Internal factors also significantly influence the reward environment. These include organisational culture, internal equity, the psychological contract and perceptions of fairness. Where reward systems are perceived as inequitable or opaque, employee trust and motivation can deteriorate, increasing turnover risk(Armstrong and Bown,2019). 
Equity theory suggests employees compare their rewards internally and externally, using market data as a reference point(Torrington et al., 2020). If GreenFriendlyEco’s reward practices lag behind sector norms, benchmarking data would indicate risk to retention and engagement. CIPD (2024) emphasises that internal pay structures must be aligned with external benchmarks to support fairness, transparency and effective pay determination. 
In summary, the reward environment is shaped by labour market conditions, economic pressures, regulatory expectations and internal organisational dynamics. For GreenFriendlyEco, developing insight from benchmarking data is essential to assess competitiveness, manage reward costs and address internal equity concerns. A clear understanding of this business context enables informed reward decisions that support attraction, retention and sustained organisational performance. 


8. AC(3.2):
Benchmarking data enables organisations to make evidence-based reward decisions by comparing internal reward practices against external market standards(Armstrong and Brown,2019). To develop meaningful insight, organisations must evaluate the validity, reliability and applicability of available data sources rather than relying on a single dataset.
One of the most widely used sources of benchmarking data is reward and salary surveys produced by professional bodies and specialists providers. According to (CIPD,2024a),These surveys provide comparative data on pay levels, benefits and reward practices across sectors and occupations and Their value lies in offering market-aligned benchmarks that support pay positioning decisions. (CIPD,2024b) suggests that salary surveys are most reliable when they are a role-matched using job evaluation and are based on sufficiently large and representative samples. However, their applicability can be limited if job roles are poorly matched or if survey data is outdated, reducing accuracy in fast-changing labour markets(Armstrong and Bown,2019; Torrington et al., 2020). 
A second important method is the use of government labour market statistics, including data on earnings, working hours, inflation, vacancies and unemployment(Torrington et al.,2020). These datasets are highly reliable due to robust data collection methods and regulatory oversight and their value lies in providing macro-level insight into economic conditions and labour supply trends, which helps organisations anticipate pay pressures and recruitment challenges(CIPD,2024a). However, such data lacks organisational or role-specific detail, limiting its direct applicability to pay setting decisions without supplementary market data(Torrington et al.,2020). 
According to CIPD,2024a, Internal payroll and HR data represents another valuable benchmarking sources. This includes information on pay distribution, pay progression, turnover rates and reward costs and Its reliability is high, as the data organisation-specific and current(CIPD,2024a). internal data allows organisations to assess internal equity and identify gaps between internal pay structures and external benchmarks. Armstrong and Brown (2019) emphasise that internal data is essential for ensuring reward decisions remain fair and sustainable. However, its limitation is that it does not provide insight into external competitiveness unless combined with market data(Torrington et al.,2020). 
Finally, according to (CIPD,2024a), recruitment and vacancy data, including time-to hire, offer acceptance rates and competitor job adverts, provides real-time insight into market demand. Its key merit is immediacy, allowing organisations to respond quickly to skills shortages or pay misalignment. However, such data can be inconsistent and influenced by short-term market fluctuations, reducing reliability if used in isolation(CIPD,2024a). 
In conclusion, most effective benchmarking insight is developed by triangulating multiple data sources. For GreenFriendlyEco, combining salary surveys, government statistics, internal payroll data and recruitment intelligence would provide a robust evidence base to inform reward decisions that are competitive, equitable, and sustainable. 



9. (AC3.3): 
Job evaluation is a systematic process used to determine the relative value of jobs within an organisation in order to support fair and consistent pay structures (Armstrong and Brown,2019). For GreenFriendlyEco, which is experiencing high employee turnover and perceived inequity in reward provision, job evaluation provides a critical foundation for improving internal fairness and informing external benchmarking decisions. According to ACAS (2014), job evaluation enables organisations to demonstrate that pay differences are based on objective job-related factors rather than discriminatory practices. Armstrong and Brown (2019) further argue that job evaluation supports transparency in pay determination, which is particularly important for organisations seeking to rebuild trust and engagement, CIPD (2024a) highlights that job evaluation is most effective when used alongside market pricing to balance internal equity with external competitiveness.  
A key distinction exists between formal and informal approaches to job evaluation. Formal approaches involve structured, documented systems with defined criteria, while informal approaches rely on managerial judgment or ad hoc comparisons(CIPD,2024b). For GreenFriendlyEco, reliance on informal evaluation would increase the risk of inconsistency and perceptions of unfairness, particularly given the existence of enhanced reward arrangements for senior roles. Formal job evaluation offers greater consistency, transparency and legal defensibility, which is essential in addressing internal concerns around equity and reward fairness (ACAS,2014). Armstrong and Brown (2019) caution that informal approaches may undermine employee confidence in reward decisions, while structures with benchmarking data and equality legislation. 
Job evaluation methods can also be categorised as non-analytical or analytical. Non-analytical approaches, such as job ranking and job classification, asses roles as whole entities rather than breaking them into components. While these methods are relatively simple and cost-effective, their lack of precision limits their sustainability for organisations facing pay equity challenges(ACAS,2014). In contrast, analytical approaches, such as point factor schemes, assess jobs against defined factors including skill, responsibility, effort and working conditions. These approaches provide a more objective and auditable basis for pay decisions and are widely regarded as the most robust for supporting equal pay defences(Armstrong and Brown,2019);CIPD,2024b). For GreenFriendlyEco, adopting an analytical job evaluation method would support the development of transparent pay structures than can confidently benchmarked against market data. 
Additional analytical techniques such as job matching and job levelling enable organisations to compare internal roles with external benchmark roles and career frameworks. For GreenFriendlyEco, these approaches would help ensure that internally evaluated roles align with external labour market rates, supporting competitive pay positioning while maintain internal consistency. When applied consistently, job evaluation enables GreenFriendlyEco to develop fair, transparent and legally compliant reward structures that support evidence-based reward decisions and long-term organisational performance. 





10. (AC3.4:
Reward practices in the UK are heavily influenced by employment and tax legislation, requiring organisations to ensure that pay and benefits are lawful, transparent and equitable. For GreenFriendlyEco, compliance with reward-related legislation is essential not only to mitigate legal risk but also to support fairness, trust and effective benchmarking. Legislative requirements shape how reward systems are designed, communicated and reported, directly influencing organisational reputation and employee confidence. 
Equal pay legislation is a central requirement affecting reward practice. Under the Equality Act 2010, organisations must ensure that men and women receive equal pay for equal work, work rated as equivalent or work of equal value. The guidance provided by CIPD (2024b) highlights that employers must be able to objectively justify pay differences using lawful factors such as job evaluation outcomes. For GreenFriendlyEco, the use of analytical job evaluation and market benchmarking is critical in demonstrating that pay structures are based on role value rather than discriminatory factors. Failure to comply exposes organisations to costly equal pay claims and reputational damage(ACAS,20214;Government Equalities Office,2023). 
Closely linked to equal pay is gender pay gap reporting which applies to organisations with 250 or more employees. While GreenFriendlyEco may or may not meet this threshold, understanding the requirement is still important as workforce growth could trigger reporting obligations. Gender pay gap reporting requires organisations to publish data on pay differentials between male and female employees, encouraging transparency and accountability(GOV.UK,2024). Evidence suggests that public reporting places pressure on organisations to review pay structures, progression opportunities and reward policies to address inequality (Government Equalities Office,2023; CIPD,2024b). 
According to (CIPD,2024b),Minimum pay legislation also has a direct impact on reward practice and employers must comply with National minimum wage and national living wage rates, which are subject to regular review. These requirements influence pay structures, particularly at lower occupational levels, and can create compression between grades if pay is not reviewed holistically(Low Pay Comission,2023). In addition, organisations are legally required to provide itemised pay statements, ensuring transparency around pay, deductions and hours worked(Employment Rights Act1996;HMRC,2024). For GreenFriendlyEco, Accurate payroll processes and clear communication are essential to maintaining employee trust and compliance. 
Finally, taxation and reporting obligations affect how rewards are delivered and perceived. Income tax and national insurance contributions apply to most forms of pay and benefits, influencing decisions about cash versus non-cash rewards(HMRC,2024). 
Larger organisations are also subject to CEO pay ratio reporting, requiring disclosure of executive pay relative to median employee earnings under the companies Miscellaneous reporting regulations 2018. While GreenFriendlyEco may not currently fall within scope, awareness of such requirements supports reward governance and future-proofing as the organisation grows(BEIS 2023; CIPD,2024b).
In summary, legislative requirements significantly shape reward practice enforcing minimum standards, promoting fairness and requiring transparency. For GreenFriendlyEco, aligning reward strategies with legal obligations is essential to ensure compliance, support equitable pay decisions and inform evidence-based reward approaches. 
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