5HR03 Reward for performance and contribution
Principles of reward. (AC 1.1)
In its broader sense, reward may be described as covering all financial provisions made to employees including salary and any wider benefits such as financially-linked schemes like medical insurance or non-financial benefits like flexible working arrangements (CIPD, 2025a). Expanding on this, reward management is described as dealing with the strategies, policies and practices that ensure employee performance and achievement are recognised in a way that is consistent with organisational values (Armstrong and Taylor, 2023, p. 403). Furthermore, Armstrong and Taylor go on to say that managing reward can provide answers to two fundamental questions: 1) How are employees valued? And 2) How will the organisation reward them according to that value? Placing value beyond simply the salary will enhance a culture wherein employees are fairly rewarded for the good work that they do. 
Within the context of organisational culture and performance management, knowing what value is placed on employees and how it is assessed and continuously measured will reinforce the key principle that employees are rewarded for their contribution in a fair, consistent and transparent way (Woodhams and Perkins, 2022, p. 62). Pay, inclusive of any other benefits, can be a controversial topic for individuals and navigating this could be tricky. If individuals feel that policies and practices are unfair, Woodhams and Perkins go on to say it could quickly lead to a breakdown in the psychological contract between employer and employees, therefore harming organisational culture and potentially performance also. If not mitigated, this breakdown could harm organisational culture, brand and as is seen within the context of GreenFriendlyEco, an increase in turnover. 
In the case of GreenFriendlyEco, whilst some of the practices may be industry standard, such as the non-contributory pension scheme, an awareness that overall culture, performance, and retention issues exist means that as a senior management team emphasis can now be placed on initiatives that change current practices to place GreenFriendlyEco as a leader within the industry. Furthermore, by looking at initiatives that are cost effective but also form a broader benefit package, the organisation may see better retention and a shift to a culture where employees feel that their value is at the forefront what is important within the organisation. 
Extrinsic and intrinsic rewards. (AC 1.2)
Motivation within the workforce can be driven by both extrinsic (external) and intrinsic (internal) factors and both can have a direct impact on sustaining organisational performance. While the employer may have greater involvement in rewarding extrinsic, in this case pay and benefit packages, it is worth noting that once a threshold of minimum pay is reached, there is potential that money ceases to be a motivating factor (Woodhams and Perkins, 2022, p. 74). In that case, organisations may look beyond the salary to what factors employees find important in motivating them to improve their performance, contribution and help sustain the performance of the organisation as a whole. 
Whilst extrinsic factors, and the rewards that go along with them, may see employees motivated toward high performance, Avgoustaki and Frankort (2023) observe that they may work more intensively to cope with demand and workload. The impact here being that staff may work without breaks, at a greater pace, and to strict deadlines. Within the context of GreenFriendlyEco, reevaluating what is meant by ‘a measured day’s work may assist in improving the culture of the organisation and improve feelings around any issues associated. 
Intrinsic motivating factors may include self-development, a genuine interest in the work and its impact, or even enjoyment of the work regardless of financial reward. Looking at Dan Pink’s drive theory, he states that whilst the ‘carrot and stick’ method of reward may be beneficial in some cases, true motivation (drive) can be broken down into three areas. Autonomy: the feeling of being in control, Mastery: the feeling of competence, and Purpose: the knowledge that the work matters (Pink, 2010). Supporting this, Avgoustaki and Frankort (2023) also state that staff who are intrinsically motivated are more likely to engage with work of their own volition. 
For GreenFriendlyEco, there could be small shifts that could help employees become more intrinsically motivated. Having the autonomy over how they do the work for example could increase autonomy levels and move the organisational culture towards a more intrinsically motivated workforce. Additionally, by looking at the financial reward strategy, in this case the benefits packages alongside base salary, GreenFriendlyEco could see both extrinsic and intrinsic motivation being increased. 
Grade and pay structures. (AC 2.1)
Within financial reward, a grade structure is defined as number of grades, bands, or levels that groups of comparable jobs are placed into. This could take the form of a single-grade structure wherein all jobs are placed, or roles may be grouped into comparable ‘families’ (Woodhams and Perkins, 2022, p.78). Similarly, a pay structure defines the different levels of pay for groups of jobs relative to their value to the organisation. This could be determined by means of job evaluation or market analysis, but it is imperative that it be done in a fair and transparent way. 
To expand further, Armstrong and Taylor (2023, p. 424) give a summary of the different ways grades and bands may be organised. The most typical of these structures are multi-graded, broad-graded and broad-banded. Multi-graded structures typically consist of ten or more grades, have narrow pay ranges, and progression between grades is usually performance-linked. Whilst this is easy to understand it may create hierarchical rigidity. Broad-graded structures consist of between six and nine grades with broader pay ranges and have contribution-linked progression. This system has the scope of clearer definition within the grades but could prove to be more costly. Broad-banded structures are often a series of five or six bands with much wider pay bands. Progression here is linked to both contribution and performance and this system provides much more flexibility. Armstrong and Taylor note here that this type of structure may be difficult to understand and create equal pay problems within these wider pay bands. 
Progression within any structure is important in terms of reward strategy. CIPD (2025d) states that organisations can use progression within whichever structure to encourage and reward positive behaviours, maintain competitive pay rates against market competition whilst also providing a fair and transparent process to determine increases. Within the context of GreenFriendlyEco, the understanding that ‘standard times exist’ could negatively impact performance. By introducing a clearly defined structure, such as the performance-linked multi-graded structure, a reward strategy can be implemented to ensure high performance is recognised. This incentive to perform at a high level can be rewarded with pay or grade increases and the transparency of the structure also gives employees a clearly defined map of salary potential. 
Impact of contingent rewards. (AC 2.2)
The concept of contingent reward, Woodhams and Perkins (2022, p. 80) state, is focused around two questions. What does the organisation value? And what is the organisation prepared to pay for it? There is a choice of schemes that fall into the bracket of contingent reward, and these could be performance-related or competency-related. 
Performance-related reward increases basic pay, or is given in the form of bonuses, when performance metrics are met. This approach links financial rewards to a set of objectives and contributes to the message that performance is important, recognised, and rewarded (Armstrong and Taylor, 2023. P. 427). It is also noted that this strategy is appropriate when an organisation has a culture that values performance and that it can be measured objectively. Interestingly, there is research that suggests that this may not have a positive impact on the motivation of individuals and teams. Burt (2017) writes that this performance-related approach, whilst a measure of recognition, also contributes to more intense working to reach predetermined targets and negatively impacted wellbeing among employees. 
Competency-related reward increases pay relative to the competency of an employee. This system places importance on the skill of employees and encourages the development of the individual in order to gain financial reward. Neathy and Reilly (2003) write that the distinguishing feature of this type of reward are that: they are based on an agreed framework of competencies and are not based on the achievement of specific targets or project completions. By having a system that is clearly defined this way, access to the education, in order to upskill, is important. If the access to a formal qualification is not accessible to all, the impact could be detrimental to the system. By not giving all employees the opportunity to gain formalised qualifications equally, the fairness of this system could be brought into question (UNISON, 2018). 
For GreenFriendlyEco, adopting one of these strategies may address the issue of organisation culture and performance, particularly if performance-related options are pursued. By maintaining the expected level of performance, but adding the financial reward element, a culture where hard work is rewarded is established. When taking into account the initial questions in this section, GreenFriendlyEco could begin to align its strategy by assessing what is valued more, performance or competency and what financial package could be put in place to reward this. 
Organisational benefits. (AC 2.3)
Within employee reward systems, the strategy for total reward is a globally recognised one. CIPD (2025b) describes total reward as covering the tangible and intangible aspects of work that employees value and can form part of an organisations reward strategy. A benefit package that moves beyond just the financial remuneration and places emphasis on giving employees a stronger voice in how company culture is shaped may lead to that organisation becoming an employer of choice. Not only will this strengthen the retention rates of an organisation, but employees will have flexibility in the benefits that are offered to them. Bradley and Gilmartin (2024), for Deloitte, give evidence that research suggests four levels of reward integration from the transactional up to the intentional. At the level 3 stage of ‘comprehensive and integrated’ notable benefits include well-being support, recognition schemes, flexible working arrangements, and access to both professional and personal development. 
The impact here is that a clear and fully implemented strategy as above can boost overall morale, foster stronger teamwork, and create a more positive work environment. Deloitte data also suggests that by moving in this direction organisations are 1.5 times more likely to retain high performers therefore tackling retention issues within GreenFriendlyEco (Bradley and Gilmartin, 2024). 
Benefits do not have to be cash-driven and by having open communication with the workforce, organisations can ensure that their package of benefits meets the needs of the workforce. Gift vouchers, event tickets or even access to a discount scheme may address this. Perkbox (2026) for example offers employees access to discounts on shopping, free online fitness classes, and a 24/7 employee assistance helpline. Not only does this scheme help manage wellbeing within the workforce, but they also quote that 75% of employees are more likely to stay with their employer because of a package offered to them (Employee Benefits, 2019). 
For GreenFriendlyEco, introducing these elements and going beyond what is required statutorily could see a better retention rate throughout the organisation and a stronger sense that employees are rewarded beyond the financial package offered to them in their role. 
Organisational recognition. (AC 2.4)
Beyond rewarding performance, competency, and contribution with financial incentives, organisations should also place importance on the way they recognise employees day-to-day. Gallup (2024) reports that recognition within the workplace not only motivates employees but provides a sense of accomplishment and makes them feel valued for their work. One important takeaway here, within the context of GreenFriendlyEco, is that good workplace recognition can also increase productivity and loyalty to the company, which will lead to higher retention rates. 
There are several approaches to recognition schemes that range anywhere from a simple ‘thank you’ to employee of the month schemes, or even employee appreciation days. Jam (2020) writes that recognising staff is all about acknowledging their hard work and achievements and while the workforce demographic is changing, so are the ways in which organisations can do this. They go on to say that while some still stick with the more traditional, some have taken their processes digital. By having a public recognition scheme, on a social media platform for example, employees, stakeholders, and customers are able to see the importance the organisation places on recognition. The downside here is that some employees may feel uncomfortable with public praise and shy away from it. 
Gallup (2024) goes on to say that the most memorable recognition comes from a senior leader or managing director. Here this recognition could be public or private and is especially important within the context of GreenFriendlyEco as a small act could have a much larger impact. Furthermore, Gallup suggests that the criteria for recognition should align with organisational principle, culture, and brand. By setting these specific standards it ensures that the right people are recognised setting an aspirational benchmark within the organisation. Jam (2020) summarises by saying that recognition not only inspires the individual, but it shapes organisational culture by reducing turnover, aids in succession planning, and increases productivity. All these factors can contribute to an improved workplace culture within GreenFriendlyEco. 
The business context. (AC 3.1)
When assessing reward within the business context, it is first important to appreciate the data available and work in an evidence-based way. The ONS (2026) has published an update in figures that state by the end of 2025 there were 2,511 jobs within the manufacturing sector in the UK. Understanding the labour market context here is also important as a tight labour market would give employees reason to seek employment where pay and benefits are more attractive. 
Supporting this, employer brand is important. CIPD (2025e) states that it will assist organisations differentiating themselves from competitors within the labour market so that they can attract, recruit, and retain employees. Within GreenFriendlyEco, the brief suggests that ‘measured days work’ and ‘standard times exist’, opening up the opportunity to look at competitive salary against market competitors. This would incentivise employees to stay within the organisation as GreenFriendlyEco would strengthen its branding, making it a choice employer. Data can be gathered here through market pricing (CIPD, 2025c). Here GreenFriendlyEco can set salary at a rate that is competitive within the market to attract and retain staff. Factors such as regional weighting and national living wage may come into play here so these should be factored in also. 
Beyond financial, the total reward and benefits package should be taken into account here. CIPD (2025c) also notes that pension provisions may wish to be considered within the data. Whilst GreenFriendlyEco offers a non-contributory scheme, alongside different schemes for senior staff, an approach to how pensions are managed could help improve the package offered to staff and again lead to a stronger retention rate within the organisation. 
Making sure that the information is accurate, up-to-date, and a direct comparison of roles is important here (Woodhams and Perkins, 2022, p. 80). By highlighting these measures and benchmarking against market competitors, it would help strengthen the employer brand and contribute to a better workplace culture and stronger retention. Attention should be given here to the financial implications and how the cost compares to the return of investment. 
Benchmarking data. (AC 3.2)
As mentioned previously, benchmarking data against market competitors is important to remain a lead within the industry. Looking at both internal and external data will be an advantage here. Internally, gathering data from exit interviews will give a better picture of how pay and benefits contribute to employees leaving the organisation. As Mohdzaini (2021) reflects, by collecting and analysing this data GreenFriendlyEco can then customise retention strategy accordingly. This might call for an increase in pay or an adaption in the benefits offered and although a cost element may apply here, the retention of knowledgeable staff would trump this. 
Externally, as mentioned within the business context, conducting a market rate analysis would give GreenFriendlyEco a benchmark against their competitors within the industry. While this is a good way of drawing a comparison within the sector, the data may not be complete and Woodhams and Perkins (2022, p. 80) recommend that market rate analysis should aim to acquire the most accurate data possible, be a like for like comparison, be up-to-date, and interpret the data through the lens of the organisations current needs and circumstances. However, if done correctly, GreenFriendlyEco would be in the position to draw a direct comparison between themselves and their competitors to see where they fall short and create a strategy to increase retention. 
Overall, both ways of benchmarking will provide results for the organisation. Special consideration should be given to exit interview data in this instance as if recorded correctly, it can be a more accurate view of the opinions of the current workforce and can assist in influencing strategy where it is needed most. For example, if there is a high volume of turnover due to the fact that better pension schemes are offered elsewhere in the sector despite pay being the same, then attention can be turned to this as a matter of importance. 
Job evaluations. (AC 3.3)
In essence, job evaluations are a systematic process for defining the worth, or size, of jobs within an organisation. It is useful to organisations in order to plot roles within their grade and pay structures and can also assist in making market comparisons against similar roles elsewhere (Woodhams and Perkins, 2022, p. 79). Approaches here can be analytical or non-analytical, the former being the more common. Within the analytical approach, specific factors and competencies are judged so that an objective decision about the value of that role can be made. The non-analytical approach compares whole jobs and places them in grade or rank order. 
CIPD (2025c) say that organisations use job evaluations to not only assist with market pricing, but in the development of clear and orderly pay and grading structures. They go on to say that using the analytical approach is favourable as this approach could also assist in providing defence against any equal pay claims that may arise. 
Within an evaluation scheme, one approach sees jobs broken down into four main categories of: Skill, Responsibility, Working conditions, and Effort. Within these four areas, each category may be broken down into a list of factors that are weighted according to their importance to the organisation. Then once each factor and category is scored, a cumulative total score will establish where the job fits within the hierarchy, and grade structure, of the organisation (ACAS, 2021). 
ACAS also states that the extra benefits of this process mean that the organisation can build a better picture of the duties that each role carries out, understand any training needs for individual jobs, and encourage dialogue between operational and strategic employees. This approach would assist GreenFriendlyEco in tackling the overall workplace culture. By having a clearly defined role profile, operational staff would be clear in what is expected of them and in addition to a clear reward and recognition programme would potentially maintain a higher level of performance. Additionally, by assessing any training needs, an additional benefit to the process, skill level of employees can be addressed, mitigating the turnover rates within skilled employees. 
Legislative requirements. (AC 3.4) 
Lastly, in addition to all of the recommendations made previously, due care and attention should be given to the legislative requirements that impact reward practice. Effective reward practice must operate within legal frameworks to ensure fairness, consistency, and equal access to opportunities. For GreenFriendlyEco, adherence to employment legislation is not simply a compliance exercise, it is central to tackling issues such as high turnover and negative workplace culture. Two key pieces of UK legislation are particularly influential in shaping lawful and ethical reward systems.
The Equality Act 2010 (GOVUK, 2026b) brings together previous anti‑discrimination provisions and establishes a comprehensive legal standard for fair treatment at work. A core requirement is the principle of equal pay for equal work, which obliges employers to ensure that men and women undertaking the same or broadly similar roles receive comparable pay. The act also protects employees from discrimination on the basis of protected characteristics, including race, disability, age, and religion.
GreenFriendlyEco must ensure that employees performing equivalent roles, with similar levels of responsibility and competence, are rewarded equitably. This requires a transparent and defensible job evaluation system that can demonstrate how pay decisions are made and provide assurance that reward outcomes are free from bias. Failure to comply exposes the organisation to legal claims, financial penalties, and a negative impact on employer brand (ACAS, 2024). However, embedding fair and consistent pay structures can strengthen employee trust and contribute to reduced turnover.
The National Minimum Wage Act 1998 (GOVUK, 2026a) provides a further statutory safeguard by establishing the minimum hourly rate that employers must pay, with rates varying according to age and apprenticeship status. This legislation ensures that all workers receive a baseline level of financial remuneration.
GreenFriendlyEco must guarantee that every employee, regardless of seniority or skill level, is paid at or above the statutory minimum. Compliance also requires accurate record‑keeping and clear communication of pay structures. By meeting these obligations, a culture of transparency and commitment to fair treatment is demonstrated. Non‑compliance, however, can result in substantial financial penalties of up to £20,000 and long‑term damage to the employer brand, making it more difficult to attract and retain talent (ACAS, 2025).
By working within the requirements of both these legislations, and with the recommendations of all the above, GreenFriendlyEco can begin to tackle the organisational issues it is facing. 
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