Below is a report prepared for the Managing Director of GreenFriendlyEco. The organisation is experiencing high turnover of skilled and non-skilled workers, poor performance and a negative culture. Employees receive a basic reward package which could be perceived as unfair, likely affecting morale and culture. The report outlines principles of reward and pay to support a clear and transparent reward structure. 
Principles of reward and impact on culture and performance
Reward principles are vital to attract and retain talent, engage and motivate employees and reinforce positive behaviour. Reward strategies encourage good performance and ensure unethical behaviour is not rewarded. GreenFriendlyEco can use both extrinsic and intrinsic rewards to ensure an effective reward strategy resulting in improved culture. 
A ‘total reward’ approach bringing both extrinsic rewards like pay and incentives schemes and intrinsic rewards like job satisfaction and non-financial recognition together and treated as an ‘integrated and cohesive whole’ to enhance the employee experience (Armstrong and Taylor, 2023). Intrinsic and extrinsic reward has a positive impact on employees and GreenFriendlyEco as all aspects of work are considered (CIPD, 2025).
One key principle of reward is fairness. Employees must be compensated fairly, both internally within the organisation and externally compared with market rates, based on their ‘contribution’ and impact within the organisation (Taylor and Woodhams, 2022). Currently, only senior staff have special schemes for pensions, and this could be perceived as being unfair by the rest of the workforce, having a negative impact on the overall culture. A consideration to make these schemes accessible for everyone would help reduce dissatisfaction and ensure all staff benefit from an improved contributory pension scheme. Offering enhanced pension schemes can also help ‘attract and retain’ staff (CIPD, 2015). A limitation for consideration is this would be expensive for the organisation, potentially impacting turnover. 
Transparency is another principle of reward to consider ensuring the structure of pay is communicated; clearly outlining how pay is determined and how bonuses and rewards can be achieved. Pay transparency builds trust and creates a positive working environment contributing to a positive culture; an area that needs improving. CIPD argues it’s ‘good practice’ to have a transparent reward structure enlightening employees on their total reward package, improving job satisfaction and attracting and retaining talent which is another area of improvement required (CIPD, 2024). However, one limitation with a transparent pay structure to consider is that disparities in pay brackets could cause some dissatisfaction amongst employees. 

Organisational culture is affected by reward principles and having a clear reward system dictating behaviours that are rewarded and punished can help improve GreenFriendlyEco’s culture. Reward strategies help shape employee behaviour by rewarding good work and ensure unethical behaviour is not rewarded.
Contribution of extrinsic and intrinsic rewards 
Reward systems are important for influencing employee contribution and organisational performance by attracting and retaining talent, driving motivation and rewarding good behaviour resulting in a positive culture and improving organisational performance. Understanding employee motivation is key to improve performance.  
Extrinsic rewards are material incentives given by the organisation. These are transactional rewards like pay, incentives and employee benefits. Adams’ equity theory argues employees feel motivated if they perceive they are ‘rewarded fairly’ for their contributions (Armstong and Taylor, 2023). As the special pension schemes are only available to senior managers, GreenFriendlyEco could consider allowing all staff access to the special pension scheme to ensure employees feel they are being treated fairly. This would be perceived as positive, supporting an inclusive culture and improved retention (CIPD, 2025). 
A link between performance and reward can motivation employees to work hard, boosting productivity and enhancing engagement to support good performance. As employees are not currently incentivised and performance is currently negative, this could be a consideration to help improve performance across the organisation. CIPD evidence shows employees are likely to work harder and perform better when ‘financial reward encourages this’ (CIPD, 2025). 
Intrinsic rewards relate to job satisfaction, ongoing learning and development and employee experience and these rewards could have ‘longer-terms effects’ than financial benefits alone (Armstrong and Taylor, 2023). Non-financial rewards also include recognition and job autonomy. Maslow’s hierarchy of needs evidences the need for recognition under the ‘esteem level’ and outlines the importance of recognising employee contribution and providing opportunities for growth as a motivator (BitesizeLearning, n.d.). GreenFriendlyEco could consider implementing internal award schemes where Senior Managers recognise good work and reward employees with flexitime or a simple handwritten ‘thank you card’. Recognising and rewarding hard work encourages good performance and improves organisational culture; sending messages about what behaviour is rewarded. Rewarding colleagues with job-autonomy and allowing opportunities for employees to develop and continue learning contribute to sustained organisational performance and results in a better-skilled workforce improving overall organisational performance.  
For optimum organisational performance and improved employee experience, GreenFriendlyEco should consider using both intrinsic and extrinsic rewards together to ensure employees feel valued and motivated to work hard. Recognising and rewarding good performance and behaviour with both financial and non-financial incentives ensures a balanced, effective reward system resulting in sustained organisational performance. 

Grade and pay structures
Pay structures can help GreenEcoFriendly drive expected behaviours, motivate employees and encourage good performance (CIPD, 2025). Pay structures can ensure reward decisions are made fairly and transparently, contributing to a positive culture and increased retention by reducing bias (CIPD, 2025). 
A narrow-graded pay structure usually has a sequence of ‘10 or more’ job grades, and each has small differences between the minimum and maximum pay. This structure is easy to understand and clearly structured however employees can reach the top of their grade quickly, therefore it may not be considered the most appropriate to encourage performance; a consideration for GreenEcoFriendly. Because of the risk of employees reaching the top of their grade quickly, ‘grade drift’ could inevitably happen (CIPD, 2025). 

In comparison, broad-banding pay has less grades and usually doesn’t have salary limits which could help GreenFriendlyEco in rewarding high performing employees flexibly. There are however limitations with this structure, such as the risk of less transparency, which could impact morale and motivation (CIPD, 2025). 

A broad-graded pay structure usually sits between narrow and broad-banding pay structures. There are fewer pay grades than a narrow pay structure and salaries in the grades are wide, which could make it easier for GreenFriendlyEco to reward high performing employees without the need to promote. A limitation to this structure is that it may be unclear where employees ‘sit in comparison to others’, which could cause perceptions of unfairness (CIPD, 2024).  

Job families are groups of jobs that are similar in the skills or type of work they involve. Employees can progress within each job family and there is a clear career path, which can positively impact retention. There are some drawbacks to job families including the risk of employee dissatisfaction in the perception of each ‘family’, particularly if one is paid more than the other, which can cause resentment between staff, impacting the organisations culture (Armstrong, 2023).  

GreenFriendlyEco could also consider informal pay structures, like spot rates and individual job grades. Spot rates pay employees for a specific job, not a salary or wage and sometimes include a bonus on top of the pay agreed. This structure could encourage individual productivity because pay is for a specific job however a limitation is the quality of work could be compromised, if employees are rushing to complete (Armstrong, 2023). Individual job grades are spot rates but with a pay range; to consider and encourage motivation and performance. Allowing employees opportunities to progress could also have a positive impact on morale (Unison, 2023). 

Impact of contingent rewards on individual, team and organisational performance

Contingent pay is variable pay relating to individual, team or organisational performance and can be an ‘incentive to motivate’ employees (Armstrong, 2023). There are benefits and limitations for GreenEcoFriendly to consider how these rewards can impact individual, team and organisational performance. Implementing contingent rewards could help the organisation reward strong performance and good behaviour, resulting in a positive working environment, which could also have a positive effect on retention. 

Performance-related pay is when employees are financially rewarded, either with an ‘incentive or bonus, or via a higher salary’ based on performance (Armstrong, 2023). On an individual basis performance-related pay such as incentives or salary uplifts, can have a positive impact on performance. Incentives and financial rewards can positively affect employee motivation to perform well (Cotton et al, 2022). 
Performance-related pay can also positively impact team performance by directly linking reward to overall team performance. Teams are encouraged to work together to achieve goals and objectives and could also result in lower-performing employees to work harder (Armstrong, 2023). 
Performance-related pay could also positively impact GreenEcoFriendly’s overall organisational performance as it encourages a high-performance culture and motivates high performing employees, having a positive impact on the organisation’s goals and profits. Performance-related pay ensures the workforce is aligned with overall objectives and provides clear indication about expectations and what is rewarded, to encourage the right behaviour (UNISON, 2024). 
Fairness is an important consideration when considering performance related pay; if employees feel what they are getting is fair, the reward is more motivational however if they feel unfairly compensated, this can hinder motivation and performance (CIPD, 2025). Performance related pay could also reduce intrinsic motivation and motivation to perform well (BBC, 2014).

Competency-related pay is where employees are financially rewarded for higher levels of competency, focussing on what the employee puts into their job, rather than their achievements (CIPD, 2025). Competency-related pay can encourage individual ongoing development to improve skills as well as encouraging continuous learning to reach higher capability (CIPD, 2025). 
Competency-related pay can have a positive impact on team performance as employees are encouraged to share best practice and not just focussing on their own results and development. 
GreenEcoFriendly could benefit by using competency-related pay as the scheme as more employees will be better skilled, resulting in increased productivity and operational efficiencies and is a contingent pay scheme the organisation could consider (UNISON, 2018). Competency-related pay could also improve employee retention as employees value organisations that reward on continuous learning and enhancement of skills (KnowledgeWave, 2015). 

Rewards should be linked with achieving performance objectives and reward structures should be fair and transparent. 

Merits of benefits 

Employee benefits are vital for good employee experience and can aid organisational performance. Benefits can help reduce turnover, improve overall employee satisfaction and wellbeing and improve organisational culture. Benefits can be financial and non-financial and both form part of the overall reward package. As turnover is high and morale is low, benefits can help reduce turnover by contributing to better overall employee experience (CIPD, 2025). 
Financial benefits are important to employees, especially considering the current cost-of-living crisis. GreenFriendlyEco currently offers special pension schemes to senior managers; however this could be considered for all employees. Pension schemes are important and significantly benefit employees as they provide a way of saving for retirement and offering financial security (Gov.UK, n.d.). Offering a strong contributory pension can attract talent and retain employees ensuring a competitive benefits package is offered. This benefit may not appeal to or motivate all employees; as outlined in CIPD’s ‘show me the money’ report, benefits aren’t immediately accessible and some employees may ‘under-value’ this (CIPD, 2015). Pensions schemes can be costly for organisations and it’s important their value is communicated to ensure employees are fully aware of the benefits they offer. 
Well-being at work has a direct impact on ‘retention, engagement and absence’ and therefore could be effective for GreenFriendlyEco to introduce (Taylor and Woodhams, 2022). Wellbeing benefits demonstrate the organisation values people, which enhances engagement and improves overall performance (CIPD, n.d.). An Employee Assistance Programme could bring benefits for both the employee and GreenFriendlyEco. An EAP provides support and advice, available 24/7. Having support available can improve morale and prevent personal issues affecting work, which could also improve turnover (BUPA, n.d.). This may not motivate all staff; some may find talking about mental health or other issues uncomfortable. Effective communication is vital to ensure employees are aware such schemes exist and the initiative should be accessible (Sonder, 2025). Offering this service would also come at a cost to GreenFriendlyEco. 
Another non-financial benefit the organisation could consider is flexible working. Flexible working offers employees a way of working that suits their needs – for example working less hours or when they start/ finish. ACAS argue flexible working helps organisations attract talent and ensures organisations are inclusive (ACAS, 2024). Introducing flexible working could also ensure employees have arrangements that enable them to continue working for the organisation, particularly helpful for retention (CIPD, 2018). One consideration with offering this, is that it may not be applicable to all role, as work may be standardised with set-times which could be perceived as unfair by other employees.
Offering both financial and non-financial benefits provide significant value to employees and organisations impacting engagement, motivation and retention. When employees are supported at work, they are more likely to perform better and be more engaged, which has a positive effect on organisational culture. 

Merits of recognition schemes 
As GreenFriendlyEco is currently affected by high turnover and a negative culture, recognition of good work is vital to help improve current challenges. Recognition for good work can be shown in a variety of ways. 
Financial recognition such as incentives schemes and bonuses can help motivate employees to perform well. CIPD research shows financial incentives have a positive effect on employee motivation and performance when linked to a target or goal (CIPD, 2022). Financial incentive can help shape and influence employee behaviour, supported by the principal-agent theory which argues employees have different interests to organisations and so, offering an incentive, can help shape employee behaviour, so that it is in-line with the organisation (CIPD, 2015). Financial rewards work well when measurable criteria are used, so that these are fair for everyone. This type of scheme may be particularly effective to help drive performance within the company. 
Non-financial recognition could also benefit morale and performance within GreenFriendlyEco. A senior manager sending a ‘thank you’ card to an individual, team building days out or holiday vouchers can also be motivating for employees. Non-financial recognition schemes can reward employees for desired behaviour or performance and have a high impact and a low cost (IES, 2004). 
Formal recognition schemes are positive for morale and introducing schemes such as ‘long-service awards’ to long-serving employees could work well and be particularly helpful for retention. These types of awards acknowledge commitment and dedication of long-standing members of staff and show appreciation. These types of rewards have a positive impact on organisational culture as employees feel valued and they act as an incentive for retaining a knowledgeable workforce (NHSEmployers.org, 2024).  
Informal recognition like praise from managers is a low-cost/ free method to implement to reward good work and shows the organisation values its employees (CIPD, 2020). Recognition has a psychological impact, being a feel-good factor for many employees. Informal recognition feels personal and can be done immediately after an employee has done something well helping create a positive culture, improving performance and boosting morale. 
Introducing both effective financial and non-financial recognition schemes helps improve culture and high turnover rates. Employees feel undervalued without such schemes to motivate and reward good performance and behaviour. 

Business context of reward 
It is vital GreenFriendlyEco offer a competitive package for employees, especially as competitors within the manufacturing industry offer employment opportunities with attractive salaries and benefits packages. 

External factors are a consideration when reviewing the overall reward scheme. A PESTLE analysis helps understand key external factors that could affect GreenFriendlyEco. Economically, the current labour market should be considered. In the manufacturing industry, there is a ‘shortage of skilled workers’, resulting in increased competition for talent (Gov.uk, 2025). This highlights the need for a competitive total reward package, offering both financial and non-financial benefits to attract and retain talent and help reduce the risk of employees seeking employment opportunities elsewhere. Reward structures should be designed to encourage ‘skill development’ (Taylor and Woodhams, 2022). 
The cost-of-living crisis is another consideration. Employees are likely to be facing financial hardship, the reward package should be reviewed to ensure the organisation is paying employees a fair and liveable wage (CIPD, 2025). The organisation uses a ‘measured day’ approach and there is currently no incentive structure to motivate employees to perform well. An introduction of an incentive structure linked to performance could be used to ensure employees are rewarded for their contribution and skills. 

There are also internal organisational factors to consider shaping the reward policy, such as organisational culture. As the current culture is negative, the reward strategy should focus on improving this. Organisational values should be created and shared with employees to ensure everyone is working towards the same goal and expectations are clearly communicated. These values can be built into the reward strategy ensuring employees are rewarded when desirable behaviour is evidenced (Armstrong, 2007). 
Employee point of view is a consideration for GreenFriendlyEco when reviewing reward strategies. There is a ‘psychological contract’ between employees and employers which are ‘beliefs’ about what each party should give and expect in return and reward links closely to this (Taylor and Woodhams, 2022). Employees expect a fair and transparent reward system, and the current reward system shows some inequality in terms of what is offered to ‘senior’ members of staff vs the remainder of the workforce. For most, 28 days holiday is quite standard compared to other organisations and the pension scheme could be perceived as being unfair which could be affecting motivation and engagement. Enhancing the contributary pension scheme could help with retaining staff as it would encourage employees to continue working in the organisation for a longer period. 

GreenFriendlyEco should consider reviewing its current reward strategy due to the issues affecting the organisation. A clear, transparent and well-rounded approach considering the above, could help improve retention, organisational culture and performance. 
Gathering benchmarking data and measuring for insight
Benchmarking data is important for GreenFriendlyEco to compete with competitors ensuring the organisation is offering a fair and competitive reward practices to attract and retain talent. 
Benchmarking data can be gathered externally via sources such ‘The Labour Force Survey’ provided by the Office for National Statistics. This provides information from a reliable source on employment trends in UK which could impact how GreenFriendlyEco ‘recruit, retain and develop’ employees (CIPD, 2025). The data allows organisations to compare ‘local indicators’ slike pay, income and labour productivity and create policies in line with local labour market conditions and employment trends (ONS, 2026). Employment information like status and sector detail and circumstantial information like qualifications and unemployment reasons is gathered, which is useful for workforce planning and reward policies. 
Around 31,000 households are selected randomly every quarter, reducing the risk of bias and ensuring timeliness. However, the uptake has been lower since 2020 resulting in a smaller sample size which could impact bias as the data is not indicative of the entire population. There’s also no guarantee the manufacturing industry is covered so it may not be entirely relevant (HSE, n.d.). 
CIPD provide a ‘reward management survey’ offering insight into pay, benefits, performance related bonuses and emerging trends, analysing the impact for employees and organisations (Taylor and Woodhams, 2022). The evidence provides employees’ views on ‘fairness’, helping provide insight for developing fair reward policies. Having insight into how other organisations reward employees help GreenFriendlyEco remain competitive. Data is collected from reward professionals from a variety of sectors, including medium sized organisations in manufacturing and production, therefore relevant (CIPD, 2022). The source is reliable, however, as the report is published annually, it could be out of time in comparing market trends. The report also focuses on external comparisons and doesn’t compare organisational culture. 
Internal HR data can be useful for GreenFriendlyEco to consider in the reward policy. Exit interviews provide GreenFriendlyEco with reasons employees resign and if pay or lack of career progression is a determining factor. Exit interviews offer valuable insight into employee experience and help the organisation identify pay related issues and ensure the reward structure is sufficient which can then be used to improve the employee journey (GPTW, 2025). There are limitations to consider – the action is reactive as they are conducted when employees decide to leave. The information provided be the employee may not reliable, especially if conducted by line managers (Taylor and Woodhams, 2022). 
GreenFriendlyEco should use a range of both internal and external data to compare and ensure the reward strategy is competitive, resulting in better organisational culture, improved performance and improved retention. Analysing data helps identify trends ensuring organisations shape their reward strategy accordingly and identify areas of improvement (Taylor and Woodhams, 2022).
Job evaluation approaches 
Job evaluation is important as it provides relative value of different roles in organisation. Job evaluation is vital for ensuring fairness, transparency and an accurate reward package (CIPD, 2025). Job evaluation is done by analytical and non-analytical evaluations and provides a consistent and fair approach in the pay system which can have a positive impact on the organisation’s culture as well as protecting the organisation from equal pay claims (ACAS, 2021).
Analytical job evaluations means that characteristics of roles are assessed before a value is attached to it (Armstrong, 2023). Evaluators are also provided with benchmarking guidelines to ensure judgements are made on facts and evidence and not bias (Armstrong, 2023). 
The most popular analytical job evaluation GreenFriendlyEco could consider using is a point-factor rating scheme. This scheme breaks down roles into key elements such as ‘knowledge’ or ‘skill’ representing the demands of the job, known as ‘factors’. Each factor is allocated a level with clear definitions produced to give guidance to evaluators and is given a maximum point score with higher levels being awarded more points, reflecting more responsibility or greater skill. Jobs are scored by evaluators using the points system and the role is given a ‘relative value’ (Armstrong, 2023). There are benefits in using this approach in that it is objective and consistent and allows for deep comparison between roles. This approach can also help defend equal pay claims (Armstrong, 2023). A limitation to consider with this approach is that the process can be time-consuming and expensive to set up and maintain (AIHR, n.d.). 
A non-analytical job approach GreenFriendlyEco could consider using is a job-ranking. Job-ranking is when jobs are ranked by overall importance and not broken down into factors such as skill and responsibility. Unlike the point-factor approach, it’s quick, easy to implement and doesn’t take up lots of resource (CIPD, 2025). Job ranking can be useful for employees to see the next development step. As there’s no scoring criteria used for evaluation, it can be risky approach as it doesn’t protect the organisation from equal pay claims due to being less objective, especially compared to the above (CIPD, 2025). 
Due to the current issues like a negative culture and high turnover, a recommendation would be for GreenFriendlyEco to use the point-factor scheme to ensure a clear, structured approach to job evaluation which would explain pay differences, making it transparent for employees. A strong analytical approach would ensure fairness and be a positive change for culture. 

Legislative requirements impacting reward practice
Understanding legislative requirements is vital for GreenFriendlyEco to ensure the organisation meets legal requirements, employees are treated fairly to reducing the risk of claims and financial penalties (CIPD, 2025). 
The Equal Pay Act (1970), now a part of The Equality Act 2010 means employers are legally required to ensure they do not pay women less than men for doing the same or similar role (Armstrong, 2023). This legislation has helped to reduce pay gaps and treat employees fairly. If the organisation decides to introduce an incentive scheme, it must be objective and set out clearly based on performance, not gender. This is vital to ensure the organisation is adhering to the law and protecting itself against equal pay claims. Under this act, employers with more than 250 employees are legally required to report annual gender pay gap data, which includes ‘bonus pay’ and is signed by the director, ensuring its accuracy so getting this right is vital and ensures transparency (Gov.UK, n.d.). If this isn’t done, the organisation risk non-compliance penalties resulting in a negative impact on the organisation’s reputation (CIPD, 2025). 
The National Minimum Wage Act 1992 could also impact reward practice. The act determines employees must legally be paid at minimum, the statutory requirement for the hours they work (ACAS, n.d.). An introduction of an incentive scheme should be structured and cannot replace guaranteed pay to ensure employees always receive the statutory minimum. If GreenFriendlyEco don’t follow this, it could result in employees taking legal action which would damage reputation and increase turnover levels (ACAS, n.d.).
Under the Employment Rights Act 1996, employees are entitled to receive an itemised payslip showing gross and net pay, deductions and hours worked (GOV.UK, n.d.). GreenFriendlyEco need to ensure employee hours are recorded accurately and represented on payslips. Details of incentives, if a scheme is introduced should also be outlined on payslips. Clear itemised pay statements enhance trust and clarity and ensure employees are aware of the total reward package. 
Income tax legally needs to be deducted from employee’s earnings and bonus pay and this should be considered if the organisation decides to implement an incentive scheme (GOV.UK). Incentives could appear more lucrative before tax which may demotivate employee as income tax take-home pay could be less then expected. It is a legal requirements for the organisation to ensure tax is deducted and this is clearly outlined and evident on payslips. 
Legislation is vital for consideration when reviewing reward practices to ensure minimum standards are met, the organisation is transparent and consistent. Failure to understand and implement could result in financial penalties, lack of employee trust and equal pay claims. 
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