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Reward for performance and contribution

(AC 1.1) 
This report has been prepared for Green Friendly Eco’s senior management team to explain key reward principles and their importance in shaping organisational culture and supporting performance. It aims to address high turnover and improve morale through more effective reward practices.
Reward refers to the financial and non-financial returns employees receive in exchange for their contribution. The CIPD (2025) explains that reward influences employee behaviour by supporting attraction, retention and sustained engagement. Effective reward systems communicate what an organisation values and align employee behaviour with business objectives.
For Green Friendly Eco, where no incentive or recognition schemes currently exist and turnover is increasing, the lack of a structured reward framework is likely contributing to low morale and negative culture. This highlights the need to review reward principles to strengthen performance management and improve commitment.
A key principle of effective reward is the total reward approach, recognising that employees are motivated by more than pay alone. Total reward combines extrinsic rewards (pay, bonuses, benefits) with intrinsic rewards (recognition, development opportunities, autonomy and meaningful work) (CIPD, 2025). This is relevant for Green Friendly Eco, where measured day work dominates, as it allows motivation to be enhanced without relying solely on pay increases.
Reward also shapes culture and performance management by reinforcing desired behaviours and outcomes. Recognition and development opportunities can foster a positive, high-trust culture, which is important given the Managing Director’s concerns about negative attitudes (CIPD, 2025).
Employee engagement is strongly influenced by reward practices (Waite et al., 2021). The CIPD (2025) links engagement to higher motivation, commitment and discretionary effort, contributing to performance. For example, organisations like the John Lewis Partnership show how profit-sharing and recognition can reinforce values and support sustained performance.
Fairness, consistency and transparency are fundamental. Reward must comply with legislation, including equal pay and national minimum wage requirements, to be ethical and lawful (ACAS, 2023). For Green Friendly Eco, balancing internal fairness with market competitiveness is essential to rebuild trust and reduce turnover.
Overall, adopting a fair, transparent and total reward approach would help improve engagement, reduce turnover and reinforce desired performance behaviours.
(AC 1.2) 
Maslow’s hierarchy provides a useful framework for understanding how extrinsic and intrinsic rewards influence motivation. Extrinsic rewards, such as pay and job security, satisfy physiological and safety needs. When these needs are unmet, employees may experience stress or anxiety, reducing contribution and short-term performance (Maslow, 1943). For Green Friendly Eco, the lack of incentives and rising turnover suggests basic needs may not be fully met, meaning extrinsic rewards should be improved first to stabilise performance and reduce turnover.
Intrinsic rewards, including recognition, autonomy, development, and meaningful work, support higher-level needs like esteem and self-actualisation, enhancing engagement, creativity, and discretionary effort for sustained organisational performance (Waite et al., 2021, pp.168–169). Therefore, once hygiene factors are addressed, intrinsic rewards are required to rebuild motivation and sustain performance.
Figure 1 (below) shows Maslow’s Hierarchy of Needs as a supporting model.
Figure 1: Maslow’s Hierarchy of Needs (Maslow, 1943)
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· Self-actualisation needs – fulfilment of potential, pursuing passions.
· Esteem needs – recognition, status, respect from others.
· Love/belonging needs – friendships, community, connection.
· Safety needs – security, safe working environment, financial stability.
· Physiological needs – basic survival needs such as food, water, and rest (Maslow, 1943).
Herzberg’s Motivation–Hygiene Theory
Herzberg distinguishes between factors that prevent dissatisfaction and those that drive motivation. Hygiene factors (salary, job security, working conditions) prevent dissatisfaction but do not create long-term motivation. Motivators (recognition, achievement, career development) drive engagement and discretionary effort (Waite et al., 2021, p.169).
At Green Friendly Eco, the absence of incentives suggests hygiene factors are not fully addressed, contributing to high turnover and negative culture. To rebuild engagement, the organisation should ensure fair pay and job security, then strengthen motivators such as recognition and development opportunities.
Pay Structure and Management Support
A pay structure, comprising grades or bands, links jobs in a hierarchy and provides a framework to implement reward strategies (UWTSD, 2025). Well-designed structures align rewards with organisational objectives, ensure fairness, and communicate progression opportunities. Pay band span determines progression potential, while differentials reward additional responsibility, motivating staff and reinforcing desired behaviours. Managers who are trusted and skilled in communication can positively influence behaviour, whereas coercive approaches, such as threatening to withhold a bonus, reduce discretionary effort (Taylor & Woodham, 2022, p.162). Fair and transparent reward allocation supports trust and engagement (CIPD, 2025; Taylor & Woodham, 2022, p.162).
Conclusion
Extrinsic rewards like pay and job security prevent dissatisfaction but do not drive long-term motivation. Intrinsic rewards such as recognition and development foster engagement and discretionary effort. For Green Friendly Eco, hygiene factors must be addressed first, but motivators are needed to improve contribution. A balanced strategy combining fair pay with recognition and development is most likely to sustain performance.
(AC 2.1) 
According to the CIPD (2025), a pay structure is a framework of grades, levels or bands that links related jobs within a hierarchy and supports the implementation of reward strategies and policies. Pay structures provide a framework for wage progression, which describes how employees can receive pay increases either within the structure or through promotion. They encourage appropriate behaviours and performance by linking pay to role expectations and progression criteria. Pay structures align reward systems with an organisation’s mission, culture and business strategy, providing clarity in managing progression and career development. They also help ensure fairness and compliance (for example by preventing pay discrimination) and communicate how pay is determined and what employees must do to progress. The CIPD’s 2018 Reward Management survey found that 67% of employers use a pay structure, particularly larger organisations and public sector employers. Pay structures typically include pay band span, the percentage difference between minimum and maximum salary, and differentials, the percentage differences between midpoints of adjacent grades. For Green Friendly Eco, a clear pay structure and transparent progression routes could help reduce turnover by improving fairness and motivation (CIPD, 2025).
Formal pay structures
Formal pay structures consist of defined grades or bands and support career progression, fairness and clarity. Multi-graded structures use many narrow grades linked to specific job levels and responsibilities, creating a clear hierarchical system (Waite et al., 2021, p.189). Narrow-graded structures include more grades with smaller salary ranges, giving frequent progression steps. Broad-graded structures use fewer grades with wider salary ranges, offering more flexibility but less clarity. Broad-banded structures combine several grades into one band, allowing greater flexibility and supporting wider responsibilities and job enrichment (Waite et al., 2021, p.189). Job families group similar roles into functions, such as IT or engineering. Each family has its own pay structure with defined levels and required skills, allowing different pay frameworks where market rates vary between functions (Waite et al., 2021, p.189).
Informal pay structures
Informal pay structures are less structured and often used where roles are unique or where flexibility is prioritised. Spot rates are fixed pay rates set for a specific job, regardless of the individual employee. This method is transparent and ensures consistency for employees in the same role. CIPD (2019) notes that spot rates are a common method for setting base pay. Individual job grades assign pay rates to specific jobs rather than grouped grades, offering flexibility but risking inconsistency and reduced transparency.
Comparison
Formal structures provide consistency, clear progression and fairness, improving motivation and retention. Informal structures offer flexibility and are easier to implement but can reduce transparency and create pay inconsistency. For Green Friendly Eco, a formal pay structure would likely improve fairness and reduce turnover, while spot rates could be used selectively for specialist roles (CIPD, 2019; Waite et al., 2021, p.189)
(AC 2.2)
Contingent rewards are payments or incentives given only when specific performance criteria are met. They motivate employees by linking pay to outcomes or behaviours (CIPD, 2025). At Green Friendly Eco, there is currently no incentive scheme, yet employees are expected to meet standard times and measured day work. Introducing contingent rewards could improve motivation, engagement, and reduce turnover.
Individual level
Performance-related pay (PRP) links pay directly to performance outcomes. Research shows that performance-contingent rewards can improve individual performance by increasing motivation and effort. Liegel et al. (2024) found participants responded faster when expecting a reward, suggesting performance-based rewards enhance focus. For Green Friendly Eco, PRP could encourage employees to meet or exceed standard times, improving productivity and reducing turnover (Liegel et al., 2024). The CIPD (2025) notes PRP can motivate employees when supported by fair performance measures and clear objectives. However, PRP can also create competition, stress and short-termism if targets are unrealistic or poorly designed, which may reduce cooperation and lead to quality issues if employees focus only on measurable outcomes (CIPD, 2025).
Competency-related pay rewards employees for developing skills and behaviours needed for effective performance (CIPD, 2025). Contribution-related pay rewards employees for exceeding normal job requirements, such as suggesting improvements or showing initiative, which could help Green Friendly Eco improve production processes. Skill-based pay rewards employees for acquiring additional skills, increasing workforce flexibility. Service-related pay increases pay based on length of service; while this may improve loyalty, it has limited impact on performance because rewards are not linked to outcomes (CIPD, 2025).
Team level
PRP can improve team performance when goals are clear and measurable. Liegel et al. (2024) found reward effects were stronger when tasks were specific, suggesting clear team targets could improve coordination at Green Friendly Eco. Competency- and skill-based pay support teams by ensuring members have a broader range of skills, allowing teams to cover absences and reduce production delays. Contribution-related pay encourages team members to share ideas and support each other. Service-related pay increases team stability but may not encourage innovation (CIPD, 2025). Potential risks: Contingent rewards can also create conflict within teams if members feel targets are unfair or if individuals free-ride on others’ efforts, reducing collaboration and trust (CIPD, 2025).
Organisational level
PRP can improve productivity by aligning employee behaviour with business objectives. Liegel et al. (2024) showed performance-contingent rewards increase attention and preparation, leading to improved outcomes. For Green Friendly Eco, PRP could help address negative culture by reinforcing performance expectations. Skill-, competency- and contribution-based rewards support long-term performance by building capability, flexibility and engagement, while service-related pay supports retention but should not be relied on alone (CIPD, 2025).
Overall, contingent pay systems can significantly influence individual, team and organisational performance. Introducing PRP and other contingent rewards could reduce turnover, improve motivation, and create a more positive performance-focused culture (Liegel et al., 2024; CIPD, 2025).
(AC 2.3) 

Employee benefits are non-pay rewards provided in addition to basic salary. They play an important role in attracting, retaining and engaging employees, while also supporting wellbeing and organisational commitment (CIPD, 2025). For Green Friendly Eco, which is experiencing high turnover and a negative culture, a well-designed benefits package could help address these challenges without relying solely on pay increases.

Retention: Pensions provide long-term financial security, encouraging employees to stay with the organisation. The CIPD (2025) notes that pension schemes are particularly valued by employees seeking stability, making them effective in reducing turnover. For Green Friendly Eco, pensions could help retain experienced staff and reduce recruitment and training costs. Taylor and Woodham (2022, p.101) explain that retention initiatives and career development opportunities are important in maintaining employee commitment. Benefits such as pensions, combined with development opportunities and supportive management, can strengthen loyalty and reduce turnover.

Engagement and wellbeing: Healthcare and insurance benefits, such as enhanced sick pay, life assurance and private medical cover, support wellbeing and reduce financial anxiety. The CIPD (2025) explains that wellbeing-related benefits can reduce absence and improve morale. ACAS (2023) also highlights that benefits like sick pay and wellbeing support improve morale and employee relations when applied fairly and consistently. For Green Friendly Eco, healthcare benefits could improve culture and productivity, especially in physically demanding manufacturing roles.

Attraction: Family-friendly benefits, including enhanced maternity, paternity and adoption leave, and childcare support, help employees balance work and personal responsibilities. The CIPD (2025) highlights that these benefits improve retention and make organisations more attractive to a diverse workforce. For Green Friendly Eco, family-friendly benefits could support inclusion and reduce turnover, particularly for working parents and carers.

Individual differences: Flexible benefits allow employees to choose rewards that suit their needs, increasing the perceived value of the package. The CIPD (2025) explains that flexible benefits can improve motivation and satisfaction without significantly increasing costs. This would allow Green Friendly Eco to meet diverse employee needs while managing budgets effectively.

Investment in people: Training and development can be offered as a benefit, demonstrating that the organisation values employees as a long-term asset. Waite et al. (2021, p.35) suggest that recognising employees as a tangible asset contributes to organisational capability. Development benefits can increase job satisfaction, enhance skills and support internal progression. For Green Friendly Eco, training and development as part of benefits could help retain skilled employees, improve flexibility and support long-term performance, while strengthening the employment relationship.

While benefits represent a cost, the CIPD (2025) emphasises balancing affordability with impact by prioritising benefits that support attraction, retention and engagement. For Green Friendly Eco, investing in pensions, wellbeing, family-friendly, flexible and development benefits could improve culture, reduce turnover and support sustainable performance.

(AC 2.4) 

Recognition schemes can be formal or informal, and each type offers different benefits for motivation, culture and retention. Formal recognition schemes are structured programmes that acknowledge skills, behaviours and achievements through official mechanisms such as “Employee of the Month” awards or annual events. A key merit is that formal recognition sets clear performance standards and signals what the organisation values, motivating employees to sustain high performance (CIPD, 2025). Waite et al. (2021) explain that formal schemes also support career development by identifying high-performing employees for progression and building a talent pipeline. For Green Friendly Eco, formal recognition could highlight skilled employees for promotion, supporting retention and reducing turnover. However, ACAS (2023) emphasises that formal schemes must be applied fairly and transparently, as perceived favouritism can damage motivation and employee relations.

Informal recognition includes day-to-day appreciation such as verbal praise or thank-you notes. Its main merit is immediacy, allowing positive behaviours to be recognised as they occur, quickly boosting morale without complex processes (CIPD, 2025). Informal recognition supports intrinsic motivation by meeting psychological needs for competence and relatedness (Deci and Ryan, 2000). In Green Friendly Eco’s negative culture, regular informal recognition could help foster a more supportive environment and improve wellbeing and engagement (ACAS, 2023).

Public recognition involves acknowledging achievements in front of others, such as during meetings or in newsletters. It enhances belonging and social value by showing that contributions are visible and appreciated (Deci and Ryan, 2000). Public recognition also reinforces organisational values by showcasing desired behaviours and encouraging others to emulate them (CIPD, 2025). Green Friendly Eco could use public recognition to celebrate safety improvements or sustainability initiatives, but ACAS (2023) warns it must be managed sensitively to avoid resentment or unfairness.

Cash awards such as bonuses or performance-related payments are tangible rewards that directly increase income. They can improve motivation and performance when linked to measurable targets (CIPD, 2025). However, cash awards may only motivate short-term performance and can create competition rather than teamwork if not managed carefully. Green Friendly Eco could use cash awards to reward production targets or waste reduction, but ACAS (2023) notes they must be distributed objectively to prevent mistrust.

Non-cash awards (gifts, vouchers, tickets) can feel more personal and meaningful than cash, especially when tailored to individuals (CIPD, 2025). They can be cost-effective while still showing appreciation and reinforcing values (Waite et al., 2021). For Green Friendly Eco, vouchers or experiences could recognise long service or teamwork, supporting a culture of appreciation rather than purely financial reward (ACAS, 2023).

(AC 3.1)
 
The reward environment is shaped by external and internal factors that influence what organisations can offer and how they design reward systems. For Green Friendly Eco, external market conditions and internal cultural issues significantly impact reward decisions. This assessment focuses on the most relevant factors: labour market conditions, economic climate, equality legislation, organisational culture and psychological contract, human capital and retention, and internal equity.
External factors
Labour market conditions (skills shortages and competition)
The UK labour market, particularly in manufacturing, has faced skills shortages and increased competition. This increases employees’ bargaining power, as they can move to employers offering better pay or conditions. The Annual Population Survey (2022) highlights that 2.3 million working-age people (6.6%) have skills to work in another occupation. The Census (2021) reports that 20.2% of employed adults are more qualified than average for their occupation, suggesting a higher likelihood of leaving for better roles (ONS, 2024). Reward systems must therefore be competitive. For Green Friendly Eco, high turnover indicates existing rewards are insufficient, risking loss of skilled staff and operational capability (CIPD, 2025).
Impact on reward:
• Greater pressure to match market pay rates
• Increased use of non-pay rewards
• Need for transparent reward policies
Economic climate (inflation and cost pressures)
The UK economic environment is characterised by inflation and rising costs, especially in energy-intensive manufacturing sectors. This places pressure on pay budgets. BBC News (2026) reports wage growth eased to 4.5% between September and November, with private sector pay growth slowing to its lowest rate in five years while public sector pay growth remained at 7.9%. This indicates mixed pay pressures and suggests organisations must manage reward carefully to retain staff. When pay budgets are limited, alternative reward methods such as recognition schemes and flexible benefits become more important (CIPD, 2025).
Impact on reward:
• Limits ability to offer large pay rises
• Encourages cost-effective recognition schemes
• Increases need for fairness and communication
Equality legislation (legal compliance)
Equality legislation sets minimum standards for fair pay and prevents discrimination. Organisations must ensure reward systems comply with equal pay, national minimum wage and anti-discrimination laws to avoid legal risk and protect reputation (ACAS, 2023). For Green Friendly Eco, ensuring legal compliance is essential to prevent costly claims and support fairness.
Impact on reward:
• Requires transparent pay structures and consistent criteria
• Limits arbitrary pay decisions
Internal factors
Organisational culture and psychological contract
Green Friendly Eco’s negative culture and high turnover suggest the psychological contract is damaged. This contract refers to informal expectations and beliefs between employer and employee (CIPD, 2021b). Taylor and Woodham (2022, p.103) explain that while the employment contract sets formal terms, the psychological contract reflects deeper expectations about treatment. Recognition schemes can help restore trust and morale if they are consistent and meaningful (CIPD, 2025). Culture is shaped by shared habits and relationships, and reward practices must support behaviours aligned with organisational values (Waite et al., 2021, p.28).
Impact on reward:
• Reward must rebuild trust and morale
• Recognition should become core to culture
(AC 3.2)
 
Benchmarking data is essential for Green Friendly Eco to ensure its reward packages are competitive and fair in the manufacturing market. Salary and reward surveys provide up-to-date market data on pay rates, benefits and incentives. These surveys are reliable when based on large samples and regular updates, but they can be costly and may not fully cover niche manufacturing roles (CIPD, 2025). Survey data also depends on the accuracy of employer submissions and may not reflect local variations unless regionally segmented.

Job evaluation and market pricing allow the organisation to compare roles internally and externally by assessing responsibilities, skills and job complexity. This supports internal equity and market competitiveness, but requires accurate job matching and consistent evaluation criteria. If job roles are poorly defined, results may be misleading (CIPD, 2025).

Government statistics, such as ONS labour market and pay data, offer valid and standardised information on earnings, vacancies and inflation trends. These sources are reliable due to rigorous methodology, but can lag behind real-time market changes and therefore work best when combined with survey data (ONS, 2024). For Green Friendly Eco, ONS data can help understand national pay trends and sector-level shifts, but the company should also use industry-specific surveys to capture local manufacturing demand. Benchmarking data can be measured by comparing Green Friendly Eco’s pay ranges to market medians and percentiles, identifying gaps by job family, and tracking trends over time to highlight where rewards are under- or over-valued (CIPD 2025).

Pay benchmarking reports (e.g., People Management) provide sector-specific insight by comparing pay with similar employers, including salary ranges, averages and benefits by region. This is useful for identifying pay gaps and adjusting reward packages, but the quality depends on accurate job matching and up-to-date data (Farrand, 2023).

Internal payroll data (e.g., turnover rates, retention statistics and pay progression) is another valuable source. While not a market benchmark, it helps measure the effectiveness of current reward strategies and identify where pay and benefits are driving turnover. When combined with external benchmarking, this gives a more complete picture of reward performance (CIPD, 2025).

Green Friendly Eco’s reward issues reflect a wider need for HR to act strategically rather than purely administratively. The CIPD podcast highlights that HR is increasingly expected to support organisational goals such as talent retention, engagement and fair reward systems, rather than only managing compliance and paperwork (Cassidy, N. 2022). This supports the need for Green Friendly Eco to redesign its reward strategy to rebuild trust, improve morale and reduce turnover. By adopting a more strategic HR approach, the organisation can better align reward with employee expectations, ensuring recognition, development opportunities and fair pay are delivered consistently. This would strengthen the psychological contract, improve employee commitment, and enhance long-term organisational performance.

(AC 3.3)

Job evaluation is a systematic process used to determine the relative importance of jobs within an organisation, forming the basis for fair and equitable pay structures. ACAS defines job evaluation as “a method of determining on a systematic basis the relative importance of a number of different jobs” (Acas, n.d.). Although organisations have always made implicit judgements about job value, formal job evaluation provides a structured and objective approach that helps reduce bias and discrimination.

Informal job evaluation relies on managerial judgement and broad comparisons between roles. While it is quick and flexible, it lacks transparency and consistency, making it unsuitable for defending pay decisions or addressing equality concerns. In contrast, formal job evaluation uses structured methods and documented criteria to assess roles, improving consistency and supporting fairness across the organisation (Acas, n.d.).

Job evaluation approaches can also be divided into non-analytical and analytical methods. Job ranking orders roles from highest to lowest value, while job classification groups jobs into predefined grades. Job matching involves comparing internal roles with benchmark roles from external surveys, which is useful for understanding market competitiveness but can lack precision if roles are poorly matched (CIPD, 2025).

Analytical job evaluation breaks jobs down into defined factors such as skills, effort, responsibility and decision-making. Point factor schemes are a common analytical method, allocating scores to each factor to produce an overall job value. These approaches are more complex and time-consuming but are considered more robust, objective and defensible, particularly in relation to equal pay claims (CIPD, 2025).

Job levelling is often used alongside analytical evaluation to group roles of similar value into grades or bands, supporting career progression and consistent reward decisions. Importantly, analytical job evaluation schemes are widely recognised as a valid defence in equal pay cases, as they demonstrate that pay differences are based on objective job-related factors rather than gender or other protected characteristics (Acas, n.d.).

Overall, while job evaluation can be complex and sensitive due to the human factor and employee perceptions, structured analytical approaches supported by clear communication provide organisations with a transparent and legally defensible foundation for fair reward systems. For Green Friendly Eco, using a formal analytical job evaluation approach, such as a point factor scheme combined with market pricing, would support internal equity, provide transparency in grading decisions, and offer a robust defence against equal pay claims.

(AC 3.4)
Reward practice is heavily shaped by legislative requirements governing how pay is calculated, reported, and communicated. Three key areas impacting Green Friendly Eco are income tax compliance, itemised pay statements, and CEO pay reporting.

1) Income Tax (PAYE & HMRC compliance)
Employers must operate the Pay As You Earn (PAYE) system, deducting income tax and National Insurance contributions and submitting them to HMRC (Gov.uk, n.d.). Employers must also apply correct tax codes and report payroll information accurately. This affects reward practice because net pay determines employee motivation, retention, and perceived fairness. Incorrect deductions or late payments can result in penalties and reputational damage. For Green Friendly Eco, accurate tax deductions are vital to rebuild trust after high turnover and low morale. Reward packages should be designed with tax implications in mind—especially bonuses, overtime, and benefits in kind—ensuring employees receive correct pay and understand deductions. Clear tax compliance also supports transparent reward policies and reduces suspicion of unfair treatment.

Impact on reward:
• Accurate pay calculations reduce legal risk
• Ensures employees understand their net pay
• Influences bonus and benefits decisions

2) Itemised Pay Statements (Employment Rights Act 1996)
Employers must provide itemised payslips showing gross pay, deductions, net pay, and hours worked where applicable (Gov.uk, n.d.). This increases transparency and supports trust in reward systems. Itemised pay statements allow employees to verify correct payment, especially where overtime, shift allowances, or bonuses apply. For Green Friendly Eco, which has low morale and high turnover, accurate and clear payslips help restore confidence and reduce disputes. It also enables early identification of payroll errors and improves payroll monitoring. Failure to provide correct payslips can result in enforcement action and employee claims.

Impact on reward:
• Promotes transparency and fairness
• Reduces payroll disputes
• Supports employee trust and engagement

3) CEO Pay Reporting (Corporate governance & transparency)
Listed companies and large organisations must report executive pay and, for many, CEO-to-average pay ratios in annual reports (CIPD, 2025). While Green Friendly Eco may not be legally required to publish these disclosures, adopting similar practices can improve trust and fairness. CEO pay reporting affects reward practice because organisations must justify executive pay and align it with performance and ethical standards. In companies with negative culture, large pay gaps can worsen perceptions of unfairness and reduce motivation. The CIPD notes that reporting requirements are expanding, including ethnicity and disability pay reporting for employers with 250+ employees and broader equal pay protections (CIPD, 2025). This increases the need for transparent reward practices and accurate reporting.

Impact on rewards:
• Increases transparency and fairness
• Aligns pay with performance and values
• Encourages review of pay structures to reduce disparities
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