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AC 1.1
Reward refers to the financial and non-financial rewards employees receive in exchange for, or to recognise, their contribution (Woodhams and Perkins, 2022, p.67). An effective reward strategy is fair, transparent, and aligned with organisational goals. It helps attract and retain talent, engage employees, reinforce organisational culture and encourage high performance (Armstrong, 2026, p.455). 
GreenFriendlyEco (GFE) currently offer basic pay, leave and a pension. To meet the needs of an increasingly diverse workforce with varying motivations, GFE could adopt a more holistic “total reward” approach (CIPD, 2025b). Alongside fair pay and appropriate incentives, this could include flexible (“cafeteria”) benefits, recognition, development opportunities and greater autonomy (CIPD, 2025b). This supports both intrinsic and extrinsic motivation and aligns with the CIPD principles of “good work”: promoting work that is fair, healthy and engaging (CIPD, 2025g). 
Reward should be consistent and transparent. Employees should understand how reward decisions are made, helping to build trust and strengthen the psychological contract (Armstrong, 2026, p.456). According to Equity Theory, employees compare their contribution with the rewards they receive. Where rewards are perceived as unfair, motivation and commitment are likely to decline (Marchington et al., 2021, p.385). GFE has “special” reward schemes for senior staff; while differentiated rewards may be appropriate, GFE should clearly communicate the rationale through a reward policy to maintain trust and avoid further damaging morale (CIPD, 2015). Reward practices should also comply with legislation, including the Equality Act 2010, and aim to reduce pay gaps between demographics (Armstrong, 2026, p.456). 
Reward shapes organisational culture by signalling the behaviours and values an organisation wishes to encourage. As GFE lacks recognition schemes, employees may feel undervalued, contributing to its negative culture. Recognising teamwork, innovation and long service would reinforce desired behaviours and create a more engaged, collaborative workforce (Marchington et al., 2021, p.386)
Finally, reward should support wider business objectives and integrate with other people practices, e.g. recruitment, performance management (Woodhams and Perkins, 2022, p.67). GFE’s measured day work (MDW) approach rewards attendance and expected performance rather than exceptional contribution. Introducing recognition and performance-related rewards could encourage discretionary effort, improve productivity and support retention of skilled employees (e.g. multi-disciplinary technicians) who are essential to GFE’s long-term performance (CIPD, 2022a).
Overall, GFE’s current reward offering is unlikely to address its challenges of high turnover and negative culture. A fair and strategically aligned total reward approach would better support employee engagement and contribute to GFE’s long-term success. 

AC 1.2
Rewards can be extrinsic, providing tangible benefits, or intrinsic, arising from the work itself. While both can attract and motivate employees, intrinsic rewards are generally more effective in sustaining long-term engagement and organisational performance. As motivation is highly individual, GFE would benefit from combining both forms (CIPD, 2025a). 
Extrinsic rewards include pay, bonuses, benefits and status (Woodhams and Perkins, 2022, p.64). They can improve employee contribution by attracting and retaining talent and reinforcing desired behaviours when linked to achievable and equitable performance measures. As GFE currently offers only basic remuneration, introducing performance-related incentives could increase productivity and encourage employees to exceed minimum standards. Expectancy Theory suggests employees are more motivated when they believe effort will lead to valued rewards, while Herzberg identifies pay as a hygiene factor that prevents dissatisfaction but does not create lasting motivation (Waite et al., 2021, p.170).
The contribution of extrinsic rewards to sustained performance is limited. Incentive schemes may encourage short-term behaviours, become viewed as an expected part of remuneration meaning motivation and productivity diminishes over time, and reduce teamwork if rewards only individual performance (Armstrong 2024, p.113). This is particularly significant as GFE relies on collaboration between production, engineering and design teams. Financial rewards may also crowd out intrinsic motivation by implying a task requires a “bribe” (CIPD, 2015, p.17), although recent evidence questions whether this effect is universal (Armstrong, 2024, p.114). Therefore, while competitive and equitable pay is essential for attracting, retaining and motivating employees, it is unlikely to sustain high performance by itself. 
Intrinsic rewards include meaningful work, autonomy, development, recognition and employee voice. Herzberg identifies these as motivators that increase job satisfaction, engagement and discretionary effort (Waite et al., 2021, p.169). For GFE, enriching jobs through greater autonomy, task variation, development opportunities and involvement in decision-making could strengthen commitment and support its aim of improving organisational culture (Marchington et al., 2021, p.408). However, these should be accompanied by appropriate support and resources to avoid work intensification, which could damage wellbeing and performance. Recognition (e.g. receiving thanks) also fulfils employees’ psychological need for competence and relatedness. Self-Determination Theory suggests that satisfying needs for autonomy, competence and relatedness promotes sustained motivation and performance (Waite et al., 2021, p.171). 
Yet, intrinsic rewards alone cannot compensate for unfair pay, and their effectiveness depends on supportive management behaviours (Woodham and Perkins, 2022, p.77). Therefore, GFE is more likely to improve employee contribution and sustained organisational performance by combining fair extrinsic rewards with meaningful intrinsic rewards as part of a balanced strategy. 

AC 2.1
A pay structure provides a framework for grouping jobs and determining pay, helping ensure reward is fair, consistent and aligned with organisational objectives. Structures may be formal or informal, and GFE should select those that support its business needs, workforce, and labour market (CIPD, 2025d).
Formal structures have defined grades, salary ranges and progression criteria, promoting consistency and transparency (CIPD, 2025d). Narrow-graded structures contain many grades with small pay ranges. Unlike broader structures, employees often need promotion to achieve significant pay rises, making them suited to hierarchical organisations with clear career pathways (Armstrong, 2024, p.218). Whilst enhancing transparency, progression may be slower and less flexible for GFE’s diverse manufacturing workforce.
Broad-graded structures also group jobs into grades, but use fewer grades with wider salary ranges (Armstrong, 2026, p.469). Unlike narrow grades, employees can progress within the same grade by developing new skills or acquiring additional responsibilities rather than changing roles. This gives managers greater flexibility to reward competence and respond to market rates, while controlling wage costs, making it more suitable for GFE, where employees may undergo technical training without requiring promotion (Marchington et al., 2021, p.403). 
Unlike narrow structures where pay progression is often incremental and service-based, progression within broad-graded structures is typically linked to performance, competency or increased responsibilities, enabling GFE to better reward contribution (Armstrong, 2026, p.471).
Broad-banded structures differs further by using very few, extremely wide pay bands. This provides maximum flexibility to reward high performing or hard-to-recruit employees (Armstrong, 2024, p.224), but relies heavily on management judgement. Compared with broad-graded, it carries greater risk of inconsistency and perceived unfairness if progression criteria are unclear (CIPD, 2024a, p.29). 
Unlike graded structures, job families group employees by discipline, such as engineering, production or administration, each with separate progression frameworks. This enables response to differing market pressures. For GFE, engineering roles could be rewarded more competitively than administration roles without affecting the wider pay structure, supporting recruitment and retention of scarce skills (Armstrong, 2024, p.231).
In contrast, informal pay structures, such as spot rates or individually negotiated pay have limited defined rules and greater managerial discretion. While simpler and more flexible, they differ from formal structures by offering less transparency and consistency, increasing the risk of unequal pay and limiting career progression (CIPD, 2025d).
Overall, a broad-graded structure supported by job families would provide GFE with greater flexibility than narrow grades, while maintaining fairness and transparency to improve retention and support long-term performance. 

AC 2.2
Contingent rewards are rewards that are linked to specific criteria, such as performance or skills, that an organisational wishes to encourage (Woodham and Perkins, 2022, pp.80-81). GFE currently uses MDW where employees receive base pay for achieving an agreed performance standard, but no additional reward for exceeding expectations. Introducing contingent rewards could encourage higher performance, provided employees perceive the reward as worthwhile relative to the effort required (Armstrong, 2026, p.478).
Performance-related pay (PRP) rewards employees for achieving agreed objectives through consolidated pay increases or one-off bonuses (CIPD, 2025c). While both can motivate performance, bonuses may be more effective at sustaining high performance because they must be re-earned, whereas pay increases become part of an employee’s ongoing salary (Armstrong, 2026, p.481). GFE could link rewards for operations staff to objectives like reducing waste, product quality, and consistent health and safety compliance. Individually, PRP can increase motivation and encourage employees to exceed basic MDW standards. Within teams, however, highly individualised rewards may discourage collaboration if employees prioritise personal targets over supporting colleagues (CIPD, 2015, p.17). Employees may also become reluctant to admit mistakes or seek support if they believe it could negatively affect their PRP (CIPD, 2025c). Organisationally, aligning objectives with GFE’s manufacturing strategy could improve productivity, quality and operational efficiency. To maximise effectiveness, objectives should be transparent, balanced and supported by robust performance management to minimise unhealthy competition (CIPD, 2015, p.17) and work intensification (Ogbonnaya et al., 2017). 
Organisation-wide contingent rewards, such as profit-sharing or share ownership schemes, link rewards to GFE’s overall performance (CIPD, 2025d). Individually, employees may feel greater commitment because they benefit directly from organisational success. Within teams, these schemes encourage departments to work towards common business objectives rather than competing with one another. Organisationally, they can strengthen engagement, retention and alignment with GFE’s long-term strategy. However, these schemes often provide deferred rewards, which can weaken motivation because people generally place greater value on immediate rewards (CIPD, 2015, p.20). Motivation may also decline if business performance is affected by factors outside employees’ control, such as rising raw material costs, or if access to schemes is perceived as unfair (Ogbonnaya et al., 2017).
Finally, team-based contingent pay rewards employees for achieving shared objectives. Within GFE’s production or warehouse teams, this could encourage knowledge sharing, collaborative problem solving and collective responsibility for meeting production and quality targets (CIPD, 2015, p.19). On an individual level, employees may be generally more motivated to contribute to team success, but high performers may perceive equal rewards as unfair if individual effort varies, potentially undermining motivation in line with the principle of distributive justice (CIPD, 2025c). Within teams, shared rewards can strengthen cooperation, trust and accountability. Organisationally, improved collaboration can reduce errors, improve customer service and support GFE’s operational performance. Combining team and individual incentives would help maintain perceptions of fairness within GFE, rewarding both collaboration and individual contribution (CIPD, 2025c).

AC 2.3
Benefits are a key component of total reward. For GFE, a competitive and flexible benefits package can strengthen its employer value proposition (EVP), helping to attract and retain talent, improve engagement and create a more positive organisational culture. As benefits can account for around one-third of basic pay costs (Armstrong, 2026, p.482), investment decisions should be strategic, evidence-based and aligned with GFE’s priorities to ensure value for money.
GFE should consider an Employee Assistance Programme (EAP), providing   confidential support such as counselling and wellbeing advice. A significant merit of this is demonstrating GFE’s commitment to employee wellbeing, supporting a more positive culture (CIPD, 2015, p.27). By helping employees manage personal and work-related challenges, an EAP can reduce absence and turnover, identify wellbeing risks earlier, improve engagement and enable employees to perform more effectively. This benefits both employees and GFE by improving organisational performance while attracting and retaining employees who value a supportive, values-led workplace (CIPD, 2020).  
The CIPD recommends employers actively support employees’ financial wellbeing (CIPD, 2024a) so GFE could introduce salary advance schemes, payroll savings or agile pay methods, allowing staff to withdraw part of their salary before payday. For example, SUEZ’s payroll autosaving initiative encourages employees to build financial resilience (CIPD, 2023). This would help employees manage unexpected expenses and reduce reliance on high-cost borrowing, particularly during cost-of-living pressures (CIPD, 2022b). Reducing financial stress can improve concentration, reduce presenteeism and enhance productivity (Mayne, 2026a). Although implementation costs should be assessed, these benefits would reinforce GFE’s supportive culture, improve employee experience and strengthen its EVP within a competitive labour market, particularly as only 15% of UK organisations currently have a formal financial wellbeing policy (CIPD, 2026b).
Enhanced annual leave, with the option to buy or sell additional leave, provides employees with greater flexibility and choice. This recognises that employees value different benefits at different life stages, enabling them to tailor their rewards to suit their circumstances. For example, some may prefer to sell leave to increase their income, while others, e.g. parents or carers, may choose to purchase leave to improve work-life balance (Waite et al., 2021, p.194). Linking enhanced annual leave to length of service could further support GFE’s retention objective. Although HR/payroll administration may be more complex, the flexibility offered increases the perceived value of GFE’s benefits package, improving employee satisfaction, engagement and retention, and ensuring reward costs deliver value across a diverse workforce. 

AC 2.4
Recognition schemes acknowledge employees’ contributions and achievements, complementing financial rewards within a total reward strategy. They help create a culture where employees feel valued, improving engagement, commitment and retention (Armstrong, 2021, p.32). As GFE currently has no recognition scheme, introducing informal and formal approaches would support its aim to improve organisational culture and employee performance.
Informal, day-to-day recognition should form the foundation of GFE’s approach. Managers can provide immediate recognition through verbal praise, thank-you messages or shoutouts during team meetings linked directly to desirable behaviours (Armstrong, 2024, p.32). A key merit is that this recognition is timely, genuine and low cost, reinforcing positive behaviours such as excellent customer service, collaboration or innovation. Unlike formal awards, informal recognition also acknowledges core employees who consistently perform well but may not receive exceptional rewards (Armstrong, 2024, p.32). Regular recognition can strengthen manager-employee relationships and help rebuild trust within GFE. However, its effectiveness depends on managers applying it consistently, so leadership training would be important. 
GFE could also introduce a formal recognition scheme, such as peer nominations and public recognition at quarterly or annual events. Clear criteria and transparent nomination processes would promote fairness and ensure recognition aligns with organisational values (Armstrong, 2024, p.35), e.g. teamwork and innovation. Public and peer recognition increase the visibility of positive behaviours, strengthens employees’ sense of belonging and motivates others to emulate them (CIPD, 2022a, p.11). Peer recognition also broadens responsibility for recognising contributions beyond managers, helping to embed a culture of appreciation. For example, GFE could reinforce its sustainability/social impact by using recognition platforms such as Treeumph, which plants a tree whenever colleagues express appreciation for one another (Incentive and Motivation, 2023).  
Finally, non-cash awards, e.g. vouchers, hampers or experiences, could accompany formal recognition. Their merit is that they provide a memorable, personalised acknowledgement without creating ongoing salary costs (CIPD, 2025f). Employees often value personalised rewards more highly than general cash (Armstrong, 2024, p.36), and non-cash awards can also be discussed more openly without negatively affecting team dynamics (CIPD, 2025f).
Overall, blending informal and informal recognition with non-cash awards would provide GFE with a balanced, cost-effective recognition strategy that supports employee engagement and retention, and reinforces organisational values. Regular, informal appreciation should underpin schemes, ensuring recognition remains meaningful. 

AC 3.1
Reward at GFE is influenced by both external market conditions and internal organisational factors. Consequently, GFE requires a reward strategy that responds to these changing business conditions while remaining competitive, affordable and aligned with organisational objectives (Armstrong, 2024, p.49).
External labour market and economic conditions are likely to have the greatest influence of GFE's reward decisions. Labour market theory suggests wages are determined by the supply and demand for labour (Woodham and Perkins, 2022, p.73). As a manufacturer of eco-friendly insulation, GFE may face skills shortages when recruiting experienced production and engineering employees, such as technicians specialising in sustainable energy. To remain competitive, GFE may need to benchmark pay against market rates and potentially offer a premium for hard-to-fill roles. However, continually increasing salaries may not be financially sustainable. A more balanced approach combining competitive pay with benefits, recognition schemes and career development would strengthen GFE’s EVP while managing costs (Woodham and Perkins, pp.67-68).
Ongoing cost-of-living pressures (caused by national and international factors such as the war in Ukraine) have also increased employee expectations for pay reviews and financial wellbeing support (Armstrong, 2024, p.47). This means GFE may need to consider initiatives such as committing to the Real Living Wage or introducing financial wellbeing benefits to remain an attractive employer (Cotton and Cockett, 2023). 
Furthermore, internal equity and the psychological contract influence the effectiveness of reward. Employees increasingly compare pay both internally and externally through readily available salary data (Woodhams and Perkins, 2022, p.71). If employees perceive pay as inequitable, motivation, trust and retention may be negatively affected (Woodhams and Perkins, 2022, p.74). As GFE is seeking to improve organisational culture and retention, transparent pay structures, clear reward policies and consistent pay decisions are likely to enhance engagement and trust. In addition, GFE’s increasingly diverse workforce means employees value different aspects of reward. Adopting a flexible total reward approach would enable GFE to better meet varying employee needs while supporting attraction and retention (Armstrong, 2026, p.455).  

Lastly, GFE’s reward strategy should reflect its organisational objectives and financial position. As GFE aims to improve performance and culture, its reward systems should reinforce the behaviours that contribute to these priorities (e.g. enhancing collaboration through team-based rewards). However, GFE must also consider profitability, market position and future growth ambitions when determining reward levels (Marchington et al., 2021, p.385). Offering reward packages that exceed what the business can sustainably afford may improve recruitment/retention in the short term, but could undermine long-term financial performance. Therefore, GFE should balance external competitiveness with internal equity and affordability, ensuring reward investments deliver organisational value and enhance the employee experience.  

AC 3.2
Reward benchmarking enables GFE to compare its pay and benefits with relevant employers, such as insulation manufacturers, local competitors and the wider manufacturing sector, to ensure reward remains competitive without unnecessarily increasing labour costs (Farrand, 2023). As GFE experiences high turnover, benchmarking could identify whether reward is contributing to recruitment and retention difficulties. To gather meaningful insight, GFE should triangulate multiple data sources, as the validity and reliability of benchmarking depends on the quality, recency, applicability, and methodology of the data (Armstrong, 2024, p.208). 
Published data, such as from the Office for National Statistics, government surveys, and the annual CIPD Reward Management Survey, provides a reliable starting point. These sources typically use robust methodologies, large sample sizes and consistent data collection, allowing GFE to identify long-term trends in earnings, inflation and pay settlements (Armstrong, 2024, p.210-11). However, relevance for GFE is limited because national datasets often contain broad occupational data and may not accurately match manufacturing or engineering roles (CIPD, 2025e). In addition, published surveys are often retrospective, meaning they may not reflect current market conditions (Armstrong, 2024, p.208). Therefore, they are most appropriate for informing annual pay reviews and monitoring market trends, rather than determining pay for specialist roles. 
Recruitment data from job adverts and online platforms, such as LinkedIn, Indeed and Glassdoor, offer free, more timely labour market data. GFE can monitor competitors recruiting in production or engineering roles to understand current market rates and recruitment activity. However, employee-reported platforms lack quality controls, and advertised salaries often represent ranges rather than actual pay. Furthermore, limited job-matching functionality reduces the validity of like-for-like comparisons between organisations, for example on Indeed you can only filter by job title, industry and location (Indeed, 2026). Therefore, although online data is valuable for monitoring recruitment trends and enhancing general market awareness, it should supplement other methods (Ravio, 2026).
Consultants’ pay databases and integration-based benchmarking software provide the strongest benchmarking data for specialist roles. These databases use validated job evaluations, extensive employee datasets and sophisticated job-matching methodologies, enabling GFE to benchmark complex manufacturing roles more accurately than public surveys (CIPD, 2025e). Software that integrates with payroll/HR systems provides real-time data, improving the relevance of information and enabling evidence-based reward decisions (Ravio, 2026). This data can also provide an audit trail to support and justify pay decisions if they are challenges. However, these platforms can be costly and rely on accurate job evaluations within GFE. 
Overall, no single method provides sufficient insight by itself. GFE should utilise published surveys to monitor trends, online data to understand current market conditions, and specialist databases/software to inform more complex or niche roles. This ensures reward remains relevant to GFE, competitive, evidence-based and cost-effective.

AC 3.3
Job evaluation is the process of determining the relative value of jobs within an organisation, to establish fair, transparent and non-discriminatory pay structures (Armstrong, 2026, p.466). It allows organisations to design reward systems that reflect the reality of jobs (CIPD, 2022a). Rather than assessing the performance of individuals, it evaluates the demands of each role to support consistent grading and reward decisions. For GFE, where spot rates and employee dissatisfaction may currently contribute to perceptions of unfairness, job evaluation would help ensure engineering, manufacturing and business support roles are rewarded consistently, strengthening employee trust and supporting compliance with equal pay legislation (ACAS, 2014).
Job evaluation may be formal or informal. A formal approach follows a structured process, using pre-defined criteria, clear procedures and trained evaluation panels, involving management, employee representatives or external consultants. This promotes transparency and consistency, making it well suited to GFE as they seek to improve organisational culture and employee engagement. In contrast, informal approaches rely on management judgement and knowledge of roles, without a structured framework. They are quicker, less resource-intensive and may suit GFE for evaluating occasional new roles. However, they are more subjective, increasing the risk of inconsistent reward decisions and making them more difficult to justify if challenged (EHRC, 2020). 
Formal approaches are usually analytical, meaning they evaluate jobs against individual factors rather than assessing them as a whole. A point-factor method evaluates factors (e.g. knowledge, responsibility for people, financial responsibility, communication, decision making and working conditions) individually, with each factor weighted and scored before producing an overall job score (Marchington et al., 2021, p.401). The total score determines the role’s position within the grading structure. For GFE, this would enable production operatives, for example, to be assessed using objective criteria rather than job titles alone, improving employee confidence in reward decisions. Analytical methods provide a clear audit trail and a stronger defence against equal pay claims because decisions are based on objective, gender-neutral criteria (EHRC, 2020). However, they require time, training and regular reviews to remain effective. 
Non-analytical approaches evaluate jobs as a whole rather than scoring individual factors. Common methods including job matching, where roles are compared with existing benchmark jobs, and levelling, where jobs are allocated to pre-defined pay grades based on their overall characteristics and career levels, e.g. entry, experienced, professional, management, senior management (Woodham and Perkins, 2022, p.79). These approaches are simpler, quicker and less costly, making them suitable for GFE when making minor amendments to existing structures or evaluating new roles that have similarities to existing ones (Armstrong, 2024, p.186). However, because they rely more heavily on judgement and provide less evidence than analytical methods, they are less precise and offer a weaker defence against pay or discrimination claims (Waite et al., 2021, p.190).

AC 3.4

Reward practice must comply with employment legislation to ensure pay decisions are lawful, fair and transparent. For GFE, legal compliance supports an effective reward strategy by reducing legal and reputational risk and promoting employee trust (Cotton, 2026). 
The Equality Act 2010 requires equal pay for men and women performing like work, work rated as equivalent, or work of equal value (Woodham and Perkins, 2022, p.71). For example, in Thandi v Next (2023), warehouse roles, predominantly undertaken by men, were found to be of equal value to predominantly female retail roles, despite the roles differing (CIPD, 2024). Clearly market rates alone cannot justify pay differences because they may reflect historical gender bias. For GFE, this means reward decisions should be supported by objective job evaluation and transparent pay structures, rather than informal or ad hoc arrangements (Cotton, 2024). Conducting regular equal pay audits and gender impact assessments would help identify any unjustified differences and reduce the risk of costly discrimination claims. GFE could voluntarily monitor ethnicity and disability pay data as good practice and to support wider “Make Work Pay” objectives (Cotton, 2024).
The National Minimum Wage (NMW) Act 1998 has a significant impact on reward by setting the legal minimum hourly pay rates, which are enforced by HMRC (Waite et al., 2021, p.200). GFE must ensure that salary sacrifice arrangements, e.g. cycle-to-work or buying annual leave, do not reduce an employee’s pay below the NMW (Gov.uk, 2026). As rates increase each April, regular pay reviews are essential to maintain compliance, particularly for lower paid production/warehouse staff. However, paying only the minimum may not be sufficient in a competitive labour market. Adopting the Real Living Wage could strengthen GFE’s EVP, improving recruitment and retention while demonstrating commitment to employee wellbeing (Living Wage Foundation, 2026).  
Under the Employment Rights Act 1996, employees must receive an itemised pay statement on or before payday, showing gross pay, deductions, net pay and, where pay varies by time worked, the number of hours. At GFE, where production employees may receive overtime, shift premiums or PRP, accurate payslips enable employees to understand how their total reward has been calculated, improving transparency and reducing payroll queries. GFE must also ensure PAYE income tax and NI deductions are accurate to avoid HMRC penalties and maintain employee confidence in payroll processes (ACAS, 2024). 
Finally, gender pay gap reporting requires organisations with 250 plus employees to publish annual gender pay gap data. Employers are also encouraged to publish a supporting narrative and action plan explaining the causes and measures being taken to address them (CIPD, 2026d). While GFE may not cross this threshold as a medium-sized organisation, they should regularly monitor starting salaries, promotion decisions and bonus payments to identify inequalities. Proactively reviewing this data would support legal compliance, reinforce GFE’s commitment to fair reward and strengthen its reputation as an employer (Cotton, 2024). 
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