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1. (AC 1.1)

An organisation such as GreenFriendlyEco should not underestimate how much a poorly designed or poorly implemented reward package can negatively impact the recruitment, retention and motivation of staff.  CIPD (2025) explains how people are attracted to an organisation for both financial and non-financial benefits. The types of benefits/ rewards offered by an organisation signal to the workforce the company culture and reflects its priorities. If rewards are heavily weighted on performance targets, it may suggest the focus of the organisation is on sales/output driven roles and may only attract a workforce motivated by money. 

Which rewards or benefits an individual finds motivating depends on their personal circumstances and where they are in their employee life cycle.  Long standing staff may value pension benefits or increased annual leave entitlements more than performance bonuses. It is crucial an organisation such as GreenFriendlyEco understands what motivates their workforce.  The fundamental principles of reward management relate to how salary and reward structures are formulated, implemented and communicated to both the current and potential workforce.  

Taylor and Woodhams (2022) discuss the need to avoid a breach in the psychological contract between employee and employer by maintaining fair, consistent and transparent reward practices. If these key factors are not in place as part of a reward management strategy, areas of the workforce may feel dissatisfied, mistreated and undervalued.  Inconsistency can cause a significant division in the workforce, motivation and productivity is likely to dip and organisational priorities will be at risk.  

GreenFriendlyEco has acknowledged an increase in turnover in a workforce that is aware of the inconsistencies in the application of the organisations current reward structure and performance expectations. Therefore, it is crucial that the new reward strategy not only aligns with the employee motivators and performance but includes the organisational goals to be truly effective.   Armstrong and Taylor (2023) explain the impact of administrating reward management, outlining how to conduct pay reviews and performance management successfully. If rewards are to be determined by performance, a clear performance assessment structure is required, with managers provided training and guidelines on implementation, which in turn reinforces fairness, equity and consistency to the workforce.  

An organisation such as GreenFriendlyEco should set a review period for the new reward structure to ensure it remains fit for purpose, the rewards continue to link to the organisational goals and are appealing and remain motivating for the workforce. 




1. (AC 1.2)

Reward management theories are complex, being impacted upon by many factors.  CIPD (2024) states that the most effective reward packages meet the needs of its people. What motivates an individual to effectively contribute to organisational performance varies greatly.  

There are extrinsic and intrinsic rewards that are fundamental in securing performance. Extrinsic rewards are tangible such as salary, contracts, bonuses and benefits. Linking these to performance targets supports greater contribution to organisational goals. Clear, fair and transparent salary/bonus structures secure commitment and motivate progress. These packages must be competitive with other organisations and clearly communicated to employees to maintain motivation. However, there is potential for financially driven motivations to stall, an example can be seen in high bonus related areas, bonuses for hitting sales targets may stifle a person’s motivation to move to other roles within the organisation. Fatigue can also be experienced in bonus driven sectors. GreenFriendlyEco should be mindful that money is no longer a sole motivator.  When considering a reward structure, it may be beneficial for GreenFriendlyEco to provide clear and transparent opportunities for the differing departments, that whilst being different, are equitable and communicated transparently. 

Intrinsic rewards vary for individuals and their circumstances as they relate to an individual’s feelings of self-worth, accomplishment and desire to make meaningful contributions in their workplace. The ability of career development, being part of effective recognition schemes can drive motivation, sustained employee contribution resulting in further organisational growth. Taylor and Woodhams (2022) highlight that it is motivation, job satisfaction combined with fairness in rewards that are more relevant, and intrinsic motivators are more effective in the long run.  A global example of this can be seen following the pandemic which has seen a significant shift in the prioritisation of work life balance. It should be acknowledged that intrinsic rewards can be challenging to deliver for an organisation, should there be limited career development opportunities in certain areas of the organisation it could lead to unavoidable staff turnover.    

Overall, a balance of extrinsic and intrinsic rewards are crucial for the psychological contract between employee and employer.  Clarity of expectations with fair and transparent rewards structures in which employees feel valued will support employee contribution and sustained organisational performance.

1. (AC 2.1)

Reward management is underpinned by grade and pay structures; these should provide the framework for the organisation to clearly outline the hierarchy of pay levels for the appropriate job roles.  CIPD (2025) explain that pay structures are designed to bring clarity in managing pay rises and career development as well as ensure fairness and lawfulness (avoid pay discriminations).  Surprisingly, the 2019 CIPD Reward management survey found that only 67% of employers use a formal pay structure.  Informal pay structures are usually associated with small businesses particularly family run start-up companies, where ad hoc bonuses or profit sharing are commonplace. Whilst this approach lacks structure and transparency it allows for unique roles to be fully compensated; market conditions can also be quickly reacted to. 

There are several formal types of grade and pay structures an organisation could implement, these include: narrow, broad, job family, career family or pay spines. All have two key characteristics: number of bands and the pay span of each band. In looking for a new pay structure GreenFriendlyEco should weigh up the differences and consider how it meets business need, culture and supports the workforce motivation in a clear and transparent way.  

Armstrong and Taylor (2023) provide a summary description of different formal grade and pay structures highlighting that the most typical are broad graded and broad banded as depicted in Figure 1.1. 
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Broad graded is typically in between the narrow and broadbands usually with a sequence of between 6 to 9 grades with fairly broad pay ranges, progression is linked to contribution and may have thresholds or zones for achievements. Organisations can have a greater control on grade drift i.e. reducing the pressure in jobs being rated higher than justified, this is due to the grater scope for progress. 

Broad banded is typically a sequence of fewer pay bands, this gives greater pay flexibility than the narrow band structures, it allows pay progression without the need for regrading roles, but it reduces promotion opportunities. Armstrong and Taylor (2023) suggest this suits new style organisations, however a disadvantage is that it can be difficult to understand and organisations may encounter equal pay problems. 

The process for progression through a pay structure can be based upon performance, contribution, competence or time within the role.  CIPD (2025) discuss the use of target points when reaching satisfactory performance, which help overcome issues faced when using broad banding. 

To avoid demotivating staff, increasing turnover or worse, encountering potential pay claims, GreenFriendlyEco should clearly communicate pay structure and the method of pay progression throughout the organisation, providing guidelines and training to all line managers where necessary. 


1.  (AC 2.2)

Contingent rewards are variable pay structures, they can vary for the individual, the team or the organisation as a whole. Taylor and Woodhams (2022) puts it simply by stating “two basic questions: what do we value and what are we prepared to pay for it?

When a company operates one of the many approaches to contingent reward a basic base pay scheme is implemented with bonuses applied for set criteria.  Armstrong and Taylor (2023) describe contingent pay as a retrospective award for past achievements and an incentive to motivate further development and commitment to the organisational goals. 

Skill based rewards are incentives based on the acquisition of new skills, this is particularly relevant with the rapid growth of technologies such as AI.  Applied to an individual the direct impact of linking the skills needed directly for a particular role can be seen as a benefit.  Individuals can be motivated by acquiring new skills and feel valued for their accomplishments.   Applying the approach across teams has impact when looking to upskill a whole team in general areas such as communication, customer service etc.  However, applying skills based contingent reward system to a whole organisation may be costly, especially if the skills acquired are not directly related to every role within the organisation.

Performance related pay is a contingent reward that provides bonuses related to performance over a set period, conveying the organisational value that good performance is rewarded.  The success of this form of pay award relies on its implementation.  Judgements on an individual’s performance can be questioned; it can limit teamwork and focus on out puts rather than quality.  It is likely to work best for those that are motived by money. 

When applying performance related pay to a team it can encourage teamwork and multi skilling, it can also raise standards throughout the team.  However, this relies on the strength and experience of the team.  A poorly configured team or poorly led team could see performance dip as performance drops to the lowest denominator, where overachievers can feel undervalued, demotivated and reduce their output accordingly. 

Performance related pay applied to an organisation is usually seen in a form of profit share or share scheme.  Profit share sees individuals being given a sum of money or number of shares depending on the business profits at the end of a year.  A Share Scheme enables employees to take out share options. The theory behind these concepts are based on the belief that employees are more committed to organisational performance s they have a stake in business and an opportunity of additional pay.  Armstrong and Taylor (2023) discuss the research of Murphy et al 2018 that found contingent pay increases weren’t considered meaningful unless they reached 7%, when most incentive bonuses were around 3%, which is why performance related pay may fail to have the impact on organisational performance that was hoped.  Taylor and Woodham (2022) describe contingent reward as too simplistic, referring to Total Reward strategies that incorporate both intrinsic and extrinsic rewards for greater sustain motivation and contribution. GreenFriendlyEco may wish to consider a balanced approach to reward management strategies, considering the possibility of tailoring rewards to specific types of roles, whilst providing equity in access to rewards. For example, the Sales team may have performance related targets, whilst the administration section may have more compliance and quality control targets. 


1. (AC 2.3)

CIPD (2025c) outlines how implementing the right employee benefits proposition can support recruitment and retention, increase workforce motivation and wellbeing.   Organisations can offer many different benefits such as company cars, counselling, pension schemes, enhanced holiday entitlements, childcare, sports facilities etc. CIPD (2022) confirm that the most common benefits are employee assistance programmes and free drinks.  The appeal of these benefits to the employee are based on an individual’s current circumstances.  Therefore, GreenFriendlyEco would be advised to gain an understanding into which benefits their workforce values, to ensure they have the greatest impact on motivation and employee contribution to organisational goals. 

The importance of work life balance as an employee benefit has increased significantly following the pandemic as highlighted by the CIPD Reward Management Survey (2022).   There are several benefits within work life balance which include annual leave, maternity, paternity, flexible working requests etc. these come with statutory entitlements which are growing in recent employment law changes.  However, it is the enhancements to these basic entitlements that are seen as tangible benefits that will support recruitment, retention and motivation of not only those with dependants (old and young) but for an increasing number of individuals that value balance, wellbeing and boundaries in the workplace. The benefits of work life balance policies rely on their implementation and managers and leaders’ attitudes to true flexibility.   It would be recommended that GreenFriendlyEco consider their work life balance culture and ensure all managers are provided the necessary training and HR support when handling requests from employees.  

Other bonuses can be indirect financial incentives such as a company car, car parking permit, or discounts on childcare or health insurance.  CIPD (2022) highlighted that 75% of organisations pay towards professional subscription fees.  Again, these benefits appeal to individuals depending on their current circumstances.  These come at a cost to an organisation; therefore, the availability of such benefits can be determined by the size of an organisation and the competitive environment. Organisations may offer more benefits based on role hierarchy or length of service.  It would be recommended that GreenFriendlyEco gain insight into the value their workforce place on different benefits and what benefits are provided by competitors.  



1.  (AC 2.4)

Recognition forms a fundamental part of the psychological contract between employee and employer. Taylor and Woodhams (2022) go further by identifying the lack of recognition as one of the reasons that would breach such a contract. 

Recognition comes in various ways, both formal and informally.  Formal public recognition traditionally from a line manager, may now come from peers or managers, for example being voted most successful team or team member or being put forward for employee of the week/month/year. The success of such public praise depends on both its implementation and the individual. Some individuals may not wish to be publicly praised preferring one to one recognition, some may lose interest if the awards are carried out sporadically or if the same person is celebrated every time.  

Many organisations use opportunities during conferences or annual meetings to formally recognise accomplishments and thank teams for the completion of significant projects. There are occasions when these forms of recognition are provided in the form of cash, award (trophies) or gifts, vouchers, tickets etc. Organisations may allocate budgets specifically for employee recognition.  This can be costly and logistically difficult to arrange in large companies. However, in a digital environment the cost to circulate congratulations on a job well done through internal media is cost effective. 

Depending on the culture of an organisation informal recognition may be embedded in many processes or it may be dependent on the individual managers leadership style.  To be most effective recognition should be part of regular 1 to 1/ supervision meetings where an individual’s achievements are acknowledged. Managers may tailor the more informal recognition to suit an individual with a thank you card, small personal gift or team meals out in celebration of successes etc.  

A crucial factor in all recognition schemes is fairness, which links back to the psychological contract. Whichever recognition scheme is adopted it should be embedded in the organisations culture, to be consistently and transparently applied, ensuring expectations are met. GreenFriendlyEco would benefit from considering both the formal and informal recognition and carrying out a survey to understand if leaders and managers routinely thank their team or individuals for their contributions, especially during peak workloads and after deadlines are met and provide the necessary support for managers to develop in this area.    

When done well CIPD (2022a) states that recognition has a positive impact on motivation and performance. It can also impact on an individual’s enjoyment of their role, their commitment and attendance. The overall conclusion is that implementing an effective recognition scheme will support, recruitment and retention and organisational goals.   






1.  (AC 3.1)

Before embarking on a new pay and reward structure GreenFriendlyEco must consider the business context of the reward environment which includes internal and externa factors.

External factors may include competition for talent, GreenFriendlyEco was set up in 1970’s and with the current increase in staff turnover, it could be assumed that some of the more experienced and knowledgeable members of the workforce have left the organisation.  To attract experienced and knowledgeable staff will require a competitive pay and reward structure.  GreenFriendlyEco would benefit from gaining insights into the current pay and reward structures their competitors are offering. Armstrong and Taylor (2023) discuss Market driven rewards which can be costly if not appropriately reviewed but may be necessary when there is demand for individuals to be attracted to vacant positions. This raises another consideration in equity, attracting the right people using market forces-based pay structures, which pay the base rate plus a market forces supplement, can lead to other existing staff feeling undervalued. 

Other external factors to take into account include the economic outlook, is the organisation profitable? Is the industry confident and future projections positive.  

Whilst the company manufacturers in the UK, if the organisation operates sales or subsidiaries on an international level CIPD (2025) suggests organisations should consider whether to set reward centrally, or allow each region or subsidiary to develop its own approach. GreenFriendlyEco should consider pay trends and the statutory wage requirements of other countries as well as meeting the legal requirement in the UK, which includes the national minimum, and the voluntary real living wage, as well as considering equal pay and gender pay gaps.  

Internal factors relate to current culture, the MD has described the current culture and performance as negative, therefore, it is crucial the new pay and reward structure is fit for purpose aimed at retaining and motivating current staff and attracts individuals to key vacancies. The current structure of GreenFriendlyEco has a senior staff on a different reward structure, which is not transparent which may be contributing to the negative culture and performance, it would be beneficial for GreenFriendlyEco to gain further insight into the culture and what motivates current staff to ensure the most appropriate pay and reward structure is developed, communicated and implemented. 

An organisation such as GreenFriendlyEco may wish to consider progression for length of service, an organisation set up in the 1970’s may have many with long service records, making such a pay structure expensive, however retention of experienced staff may be a priority.   Particular attention may need to be given to collective agreements and trade union influence. Changes to pay and rewards structures will require consultation, and all employee representatives will consider both internal factors such as good job design, workload and performance criteria as well as external factors ensuring salaries are inline or beyond the rate of inflation, rewards are competitive and market rates are met.  



1.  (AC 3.2)

To gain insight into the appropriate reward management schemes GreenFriendlyEco would benefit in completing a benchmarking exercise.  Using insights enables people professionals to identify trends, pitfalls and potential strategies that can be adapted to fit the organisation.

External benchmarking available to GreenFriendlyEco includes the annual CIPD (2022) Reward and Management Survey, the validity and reliability of the data is secure as it is provided by a professional body renowned for research. This survey is also able to provide accurate comparative data over significant time showing trend analysis. The data provided includes national trends in career and professional benefits, financial benefits, Health and Wellbeing benefits, and paid leave benefits. GreenFriendlyEco may wish to consider and adapt the recommendation that benefits are communicated to all staff, with targeted communications reenforcing the particular aspects of the reward package that meets their needs at their stages of life and career.

Other external agency data can be used to review national financial positions that influence salary, pensions, bonuses etc.  The Office for National Statistics can provide reliable and accurate insights into employee earnings across the UK.  As well as salary indicators CIPD (2024) looks at benchmarking employer turnover, which enables an industry to compare with competitors, having an understanding of the push and pull factors of staffing contributes to the effective development of Reward Strategies.  

GreenFriendlyEco would also benefit in exploring insights into the specific manufacturing industry for trends in workforce/labour markets, any major changes predicted in the industry that would require GreenFriendlyEco to adapt their policies, demand for skills etc.  This can be compiled in a PESTLE (political, economic, social, technical and environmental) analysis.  People professionals would be required to pull information from various sources, which may impact on the reliability of the data. CIPD (2005d) also highlight the risk of assumptions and pace of change that impact PESTLE data. Nevertheless, PESTLE can provide valuable indications of matters that can directly impact a rewards strategy.  

To be able to implement the insights from the external benchmarking an understanding of internal data is crucial.   Internal organisation Surveys help establish what current employees value as benefits, what they consider to be motivating, their expectations for salaries and rewards.  Whilst the data complied may be easily applied to the development of a reward structure, this kind of survey comes with caution regarding the validity and reliability of the data.  This is significant If the survey is not anonymous or the questions are asked in a way that it can reveal the identity of the employee, .  When this is the case, employees may answer a survey to conform or support their managers values and beliefs rather than their own. CIPD (2025e) suggests that GreenFriendlyEco would benefit from taking a multi layered approach to benchmarking and employee engagement.  By aligning HR Policies and systems, with various benchmarking information, and effectively communicating these changes to employees together with how employee’s contribution to the organisations purpose and objectives will increase employee buy in and motivation supporting successful employee engagement. 


1.  (AC 3.3)

Job Evaluation is a systematic process for determining the value of a role within an organisation. Once evaluated the role is then assigned to a grade or banding within the organisations pay structure. 

There are formal and informal approaches to Job Evaluation, Armstong and Taylor (2023) define the formal analytical process as the breaking down of whole jobs into defined elements or factors that are attached to set criteria that is graded. Factors are related to levels of responsibility line management, specialist knowledge, skills etc.  The greater the levels of responsibility in each area the higher the score.  This system is often supported by people professional and in using a framework of criteria for assessing a job based on competencies and assigning a value to the criteria to generate an overall score or banding.  An advantage of utilizing a framework is that provides objectivity, consistency and transparency thus reducing the risk of equal pay claims. 

Armstrong and Taylor (2023) highlight an alternative analytical process that involves job matching.  This is suitable for large organisations as it benchmarks jobs matching them to banding using simple factors and identifying them as a set level.  This approach takes less time and resources to complete, with future jobs being designed to fit within a level. 

Non analytical job evaluations compare whole jobs and place them in a rank order (Job ranking), it compares one job to the next and decide where the job fits within the ranking.   While a useful exercise in understanding hierarchy and structure of teams, differences between roles are not measured.  Taylor and Woodhams (2022) feel it is not strong enough a process to defend equal pay cases in the UK.  

GreenFriendlyEco is a medium sized organisation based within the manufacturing industry, many of the jobs will already exist in other organisations and may have been appointed on market forces.  Therefore, an initial Job ranking exercise could be appropriate with future consideration to move to a more formal analytical approach in the future.  

1.  (AC 3.4) 

There are various regulations and employment law consideration to make when developing a new pay and rewards system.  GreenFriendlyEco will need to consider the impact the following laws have on the regulation of pay and rewards in a UK based organisation.

Initially the Equal Pay Act (1970) addressed a common practice of separate pay scales for men and women doing the same or similar role.  Equal pay was implemented regardless of gender.  This was then brought into the Equalities Act (2010) making it possible for claims to be brought to an employment tribunal. This looks at the payrates of men and women undertaking the same roles, similar roles or work of an equal value and should not be confided with the gender pay gap.  

The Equalities Act 2010 (Gender Pay Gap Information) Regulations 2017 requires organisations with more than 250 to publish the pay gap between male and female employees. The gender pay gap looks at the disparities in the types of roles undertaken, Armstong and Taylor (2023) discuss the lack of women in higher paid roles, with the majority of low paid roles being traditionally undertaken by women. There are many strategies to reduce the gender pay gap, that may be incorporated in reward structures, such as flexible working, paternity and maternity rights.    
 
When considering salary structures within the UK, there are current national minimum wage rates and national living wages rates which legally required and the real living wages which is currently voluntary and based upon the actual cost of living.

The rates which came into force on 1 April 2025 are as follows:
	
	NMW Rate
	Increase (£)
	Increase (%)

	National Living Wage (21 and over)
	£12.21
	£0.77
	6.7

	18-20 Year Old Rate
	£10.00
	£1.40
	16.3

	16-17 Year Old Rate
	£7.55
	£1.15
	18.0

	Apprentice Rate
	£7.55
	£1.15
	18.0

	Accommodation Offset
	£10.66
	£0.67
	6.7

	Real Living Wage 
	£13.45
*£14.80 (London)
	
	


Gov.uk 

GreenFriendlyEco, may wish to consider incorporating the real living wage into the pay structure, setting and communicating the culture and ethos of the organisation that prioritises its workforce. There is also benefit in understanding what the industry standard is, i.e. do the majority of manufacturers within the industry adopt the real living wage.

It may benefit GreenFriendlyEco to future proof their pay and rewards management by consulting people professionals on the potential changes from the Employment Rights Act 2025, as there are changes that may directly affect pay and rewards management: 
· Introduction of a fair work agency
· Parental leave entitlements
· Flexible working 
· Ethnicity pay gap reporting and disability pay gap reporting

In conclusion reward management in not a one size fits all exercise, it requires evidence-based decision making, matching the employers needs and employees needs to satisfy organisational goals.   
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