5HR03 Reward – Steven Williams-Jones
Introduction
This report has been prepared in consideration of the reward strategy at GreenFriendlyEco. Including an explanation of principles and components of total reward and pay. Encompassing how these influence organisational, psychological and cultural factors. Job evaluation, business context and relevant legislation have been considered. 
Reward Principles
GreenFriendlyEco would benefit from updating its reward principles to improve overall culture and performance. These are core guidelines determining how organisations design, implement and communicate its reward system (CIPD, 2025). Principles including fairness, consistency, transparency and alignment with business objectives, ensure employees are rewarded equitably for their contribution, and practices applied to avoid bias and guarantee uniformity.  Providing clarity on how reward decisions are made, applicable criteria and how they influence reward packages (Olsen, 2017). Aligning principles with reward strategies supports organisational goals, values and helps drive performance and contribution (Armstrong, 2023).
Updating reward principles offers value by attracting and retaining talent, engaging and motivating employees (Wickens, 2024) and developing trust through enrichment of the psychological contract (Taylor, 2022). Further enhanced by compliance with the legal framework and ethical standards regarding reward. Employers must adhere to the National Minimum Wage Act 1998 and Equal Pay Regulations under the Equality Act 2010. Helping avoid discrimination through recognition of equal pay for like work, work rated as equivalent and of equal value and guaranteeing adherence to the gender pay gap.  Legislation cannot be ignored (Waite, 2021). 
GreenFriendlyEco should consider the total reward approach to encompass all aspects of the employee experience. Including financial rewards like base pay, bonuses, benefits and incentives, but also the non-financial rewards like development opportunities, flexible working, recognition, meaningful work and supportive environment (CIPD, 2025). Accounting for a changing workforce, economic climate and encompassing intrinsic rewards derived from the work itself, challenge posed, autonomy and job satisfaction.  Not just the obvious extrinsic rewards, like high salary, status and flexible working practices (CIPD, 2020). Pay determination is a further consideration to set pay structures based on value, market rates and individual performance, including the employee or trade unions in the decision-making process and balancing internal and external fairness (Taylor, 2022). 
By GreenFriendlyEco incorporating reward principles into its strategy helps shape their organisational culture and promote values like fairness and inclusion, fostering trust and engagement. They benefit performance management, creating a reward system that motivates, drives and supports employee development and recognition. Strategies offer a holistic approach to attract and retain talent, enhance performance and contribution and build a positive culture (Wickens, 2024), However, the strategy must not be complex and be well-communicated to avoid cynicism and buy-in (CIPD, 2025). Such an approach was successfully taken by Aegon UK with its reward system recognising internal job value, external market rates and individual contribution, measured through performance management (Armstrong 2023). 
Extrinsic and Intrinsic Rewards
As GreenFriendlyEco is considering forms of reward incentive, it’s recommended to review the impact intrinsic and extrinsic reward systems have on employee contribution and organisational performance. Reward management ensures employees are fairly, consistently and transparently rewarded for their contribution. Avoiding unfair practices that break the psychological contract or reduce engagement and commitment, safeguarding turnover (Taylor, 2022). Reward systems impact motivation and feelings of satisfaction, enhance wellbeing, which in turn improves positive employee behaviour and drives performance (Avgoustaki, 2023).  They help through aligning reward and talent practices and strategies, to attract talent, balance practises with employee needs, whilst supporting organisational goals and enhancing culture (Armstrong, 2023).
Extrinsic rewards are tangible and highly motivational benefits such as pay, incentives or bonuses, work-life balance, job security and working environment (CIPD, 2020). They’re highly appealing to new talent and their employment decisions, in particular to Gen Z (Acheampong, 2020). Pay is a key motivator and, adherence to fairness, measurement through benchmarking and reward strategy alignment, is crucial (Hajduk, 2017). There are limitations to extrinsic rewards, pay is emotive and having a dynamic strategy is recommended to balance fairness and transparency with changes in behaviour and society to guarantee ongoing engagement (CIPD, 2015).
Intrinsic rewards are intangible benefits like training, skills development, mentoring, colleague relations and management support (CIPD, 2020).  They’re derived from the work itself, a sense of meaningfulness, satisfaction, autonomy and advancement opportunities (Taylor, 2022).  These motivators are particularly beneficial for wellbeing and driven by personal interest, enjoyment and psychological rewards (Avgoustaki, 2023). The success of intrinsic rewards depends on the application of extrinsic ones to ensure employees are engaged and thrive (Hajduk, 2017).  
The ideal reward system would combine both extrinsic and intrinsic elements.  Management are a crucial part of this, as its important employees understand the system to support good work, job enrichment, contribution and performance (Taylor, 2022).  Having no incentive scheme, GreenFriendlyEco would benefit from having a total reward approach which combines the two and ensures financial fairness, creates a positive working environment, fostering teamwork, whilst focusing on organisational goals (Enjoy Benefits, 2025).
Understanding motivation is key to reward systems, as theoretical study supports. Adams’ ‘Equity Theory’ highlights motivation is driven by perceived fairness between effort (input) and reward (output) compared to others.  Whilst Vroom’s ‘Expectancy Theory’ concludes motivation depends on the belief effort leads to performance, which leads to reward, and the reward is valued (Taylor, 2022). Both are compelling theories and underpin reward system design that’s influenced by both extrinsic and intrinsic elements (Armstrong, 2023).
Grade and Pay Structures
It’s recommended GreenFriendlyEco update its grade and pay structures. Providing opportunity to attract and retain employees and promote a positive working environment. Such structures are central to reward management offering a framework to manage pay rises, promote fairness, transparency and trust, avoiding discrimination (ACAS, 2014).
A grade structure is a hierarchy of grades, bands, ranks or levels into which jobs of similar size and value are placed (Taylor, 2022). Offering clarity, a framework for progression and job equity (Unison, 2023). 
Pay structures are formal or informal, referring to pay ranges attached to each grade. Defining the maximum and minimum pay for each. Formal pay structures are defined, underpinned by job evaluation, market analysis and organisational strategy (CIPD, 2025). Informal pay structures lack formal hierarchy or defined ranges, decisions are discretional and individual, resulting in limited progression routes (Armstrong, 2023).
Formal structures include multi-graded, encompassing over 10 grades, each with a range of 20 to 40% (Armstrong 2023). Recommended for large organisations, promoting job value, transparency and hierarchy, but can be rigid, not suitable for modern organisations and employees hit grade maximum quickly (Unison, 2023). Broad graded-structures have fewer grades, usually 6 to 8 and ranges of 40 to 50%, resulting in flexibility. Preferred by larger organisations, controlling grade drifts and providing progression opportunities, but budget needs control.  Broad-banded structures offer smaller, wide bands, often 5 to 6 with 50 to 80% range. Allowing agility in a dynamic environment, offering control mechanisms, but can be complex. Organisations with multiple departments may prefer a job family structure, providing separate grade and pay structures for different job families, each with its own levels. Enabling skill-based recruitment, tailored pay to specialist roles, reflecting the market. It can impact lateral mobility and cause divides in structure (Armstrong, 2023)
Informal structures include spot rates, offering a single pay rate for a job, with no range or progression. Whilst simple and easily budgeted, they lack flexibility and can result in high-turnover. Alternatively, individual job grades offer more flexibility as organisations grow or offer niche jobs. Pay ranges up to 20% for each job, but promotes progression, individual contribution, competence and performance. They risk pay drifting and inconsistency (Armstrong, 2023).
GreenFriendlyEco may consider the formal job family structure to support turnover, requiring market analysis, accounting for their size and sector. Also factoring the loss of skilled roles, a more informal individual job grade approach may complement this. Ultimately, a job evaluation and alignment of reward strategy with organisational goals, along with pay transparency is required to remain lawful (ACAS, 2014). 
Contingent Rewards 
With no current incentive structure GreenFriendlyEco should assess the benefit of contingent reward schemes, offering pay in addition to base-salary, designed to benefit employees, plus align with organisational goals (Waite, 2021).  
Performance-related pay, enables pay increases based on performance, following an assessment criteria. Promoting individual performance and clarity of pay vs effort. Mirroring Adams’ Equity theory on fairness and transparency (CIPD,2015). The criteria can be subjective, risking unethical behaviour to achieve set-targets (Brown, 2019). It may undermine team-work and focus on output over quality, but aligns objectives driving team performance (Armstrong, 2023). Organisational culture and performance benefit, but the criteria requires strong managerial input and can be time-consuming (CIPD, 2025).
Competency-related pay rewards employees for achieving competence, through an established framework (Waite, 2021). Encouraging personal development and motivation, focussing on skill and how work is completed, not just output. It risks the assessment criteria being subjective and requires management training (Armstrong, 2023). On a team level, it aligns behaviour with the competency framework, offering understanding of skill requirements and strengthening collaboration, but inconsistency may cause conflict (CIPD, 2015). The framework feeds into organisational goals, drives performance, but costly training needs consideration (Armstrong, 2023). 
Contribution-related pay links performance (outputs) and competence (inputs) to measure contribution (Armstrong, 2023). For employees it promotes value and balance through investment in what and how its completed, but it’s objective and risks unfairness. The team benefits through collaborative behaviours, value and contribution, and if not clearly defined may cause mixed signals and impact contribution. The organisation has clear structure related to values and outcomes but needs to avoid over-complexity and ensure managers are capable (CIPD, 2015).
Skill-based pay provides pay increases when employees acquire new skills needed by the organisation.  Encouraging self-learning and individual career investment. The team benefits from increased capability and resilience, avoiding limitations due to skill-set and collectively improving output.  Supporting wider organisational performance, efficiency and adaptability.  Acquiring skills can be expensive, so facilitating mobilisation of skilled-workers is vital (Armstrong, 2023).
Service-based pay acknowledges length-of-service over performance. It’s easily administered and consistent.  Individuals benefit with security through loyalty, but performance is not recognised and may impact motivation.  It supports team harmony, avoids competition, but risks some feeling unrewarded, causing resentment. The organisation benefits with a system that’s easy to manage, transparent and supports turnover, yet may not align to its performance goals (Armstrong, 2023).
Ultimately, contingent reward options offer GreenFriendlyEco employees’ clarity and drive, reflecting Vroom’s expectancy theory, enhancing motivation, culture, behaviour and performance (Taylor, 2022).  
Benefits
With its limited pension scheme and high-turnover GreenFriendlyEco considering its employee benefit offering is practical. Benefits are offered to enhance wellbeing and an essential part of total reward. They can be immediately accessed, like holiday leave, or deferred, like pensions.  Enhancing employer commitment through providing security and are vital to the employment package, not just a ‘fringe benefit’ (Armstrong, 2023).  
Employee Assistance Programmes are utilised by 41% of organisations as a part of their wellbeing package (CIPD, 2025), and 70% of public sector organisations (CIPD, 2023). Counselling offered is trusted because it’s externally and independently delivered. Access to 24-hour services is via a helpline, offering face-to-face or telephone therapy. Services support dependents also. Employers themselves experience benefits with reduced long-term absence and burn-out, managers spending less-time on personal issues, and meeting legal and risk management compliance requirements, fulfilling their duty-of-care and health and safety obligations (Newton, 2005).  
Private healthcare is one of the fastest growing workplace benefits due to pressures on NHS services, with 51% of employees wanting this. Employees gain access to private medical services, often through insurance and is provided as part of their contract or for a subsidised price. Including access to consultants, dental care, out/in-patient services, physiotherapy and mental health support (Payton, 2023).  Helping reduce employee stress, contributing to decreased absenteeism and improving productivity. Which also benefits the employer, it’s a recruitment benefit, in a competitive labour market, improving commitment and reducing (CIPD, 2025).
Workplace pensions are a legal requirement and whilst GreenFriendlyEco has them in place, there’s clear scope to enhance their offering.  They’re a central benefit of long-term financial wellbeing and one of the most sought-after; of particular value in competitive markets (CIPD,2025).  Organisations can vary their contribution-level and allow employees to pay towards it via a salary-sacrifice scheme, affording tax-efficiencies for both.  Employees feel more secure at work, can have control over contributions and the type of investment scheme (Waite, 2021).  Workplace pensions enhance wellbeing and commitment and supports retention, offering access to saving tools and financial advice. Having pension data enables employers to workforce plan more easily, reviewing retirement data to support recruitment strategies (CIPD, 2025).
GreenFriendlyEco could follow the ripple effect created by Westminster Drug Project in reviewing its benefit strategy and braving change, exponentially increasing recruitment as a result and enhancing its market appeal (Powell, 2022).
Recognition 
Given culture and performance are negative there are merits to GreenFriendlyEco considering recognition schemes. Formal or informal practices aimed at acknowledging and appreciating the contributions, behaviours, efforts and achievements of employees, aiming to recognise performance, motivating staff and embedding a culture of appreciation (IOD, 2023). This may be private, like day-by-day appreciation, focussing on intrinsic motivations and personal growth, or public, involving colleagues, managers and the organisation. They can be non-financial or include financial perks (CIPD, 2022). Evidence from Forbes shows prioritising employee appreciation results in them being 56% less likely to leave an organisation (IOD, 2023).
Whilst important to recognise success, introducing daily informal thankyous or a well done at GreenFriendlyEco can be impactful, motivational and valued more than grand awards. These may come from managers or peers and be in private or public, with no cost involved (GPTW, 2024). They can have a ripple effect on a team, helping boost colleague, team and organisation performance. Providing increased intrinsic motivation, engagement and enjoyment in work (CIPD,2022).  
Including non-financial recognition embodies the need for employees to be recognised, offering a sense of achievement and opportunity for personal growth. Receiving a more formal but personal letter, note or email of appreciation is motivational (Armstrong, 2023). Admiral Insurance’s former CEO utilised this approach, stating it’s important to appeal to employees’ emotional side, to obtain the most from people and increase effort, loyalty, enjoyment and success (Engelhardt, 2020). Personal recognition has also been evidenced as reducing absenteeism by up to 52% (CIPD, 2022).
Recognition may be formal offering more tangible rewards, such as prizes, holidays or time-off.  Often presented in a public forum like an employee of the month scheme or an awards ceremony (Waite, 2021).  These have a financial aspect and often reflect performance and organisational success. Whilst motivational, caution needs to be taken to guarantee transparency, fairness and in linking the recognition to performance standards (CIPD, 2022). GreenFriendlyEco could follow Big Gem’s approach after they gained recognition for rewarding peer-to-peer feedback, boosting morale and collaboration. Their formal, financially rewarded, scheme offered a quarterly prize draw, with a team breakfast (GPTW, 2024).  
GreenFriendlyEco need to create a culture where their employees feel appreciated and valued.  Recognition schemes are vital when building culture, engagement and to organisational success (IOD, 2023). 
Business Context
Being a medium-sized manufacturing organisation, with no incentive structure, limited benefits package and negative culture affecting performance, GreenFriendlyEco needs to consider the impact the reward environment has on its business context.  Providing insight to develop an updated reward strategy. Understanding this guarantees their strategy aligns with organisational goals, engages and drives employees, improving organisational culture (Delaney, 2019), ensuring money is not wasted on benefits employees don’t use and has a total reward package that attracts and retains talent (CIPD, 2025).  
Business context relates to the internal and external environmental factors contributing to reward decisions (CIPD, 2018). Including national and international economic and labour-market forces, sector-specific conditions, Impact of legislation and the political landscape, current reward strategy, financial position and culture (Taylor, 2022). The reward environment is shaped by the business context reflecting the employment package employees receive, including pay structure, progression, benefits like pensions and flexible working, to non-financial rewards, wellbeing packages and recognition (CIPD, 2018).
External and sector-specific factors impacting the manufacturing industry reflect the international context, with Covid-19 and Brexit affecting the ability to recruit skilled-workers. The UK is also experiencing an economic decline of manufacturing, due to global shifts and demand for service-based jobs. Placing pressure on organisations to review reward structures (Taylor, 2022).  Manufacturing jobs pay less and with a tight labour market employers struggle to fill vacancies, with 72% impacted. Meaning organisations are considering their reward packages to attract and retain talent, with 50% of organisations reviewing their pay strategy (CIPD, 2022). The industry has typically recruited less females and changes in legislation with the Equality Act of 2010 and Gender Pay Gap Regulations of 2017 enforcing fairer recruitment principles (Taylor, 2022). 
High-turnover and a negative culture requires GreenFriendlyEco to look internally and consider means of retaining employees (CIPD, 2019). Organisational Culture derives from values of fairness, wellbeing and performance and a focus on the impact of the psychological contract (Delaney, 2019).  A review of benefits is a practical investment. Being a medium-sized organisation cost needs to be minimised and strategic investment balanced with non-financial reward practices, like recognition schemes, more diverse work-patterns, which in turn may attract a female demographic (Taylor, 2022). 
GreenFriendlyEco assessing its business context to develop stronger reward management, means financial investment to align its internal capability with external pressures, creating a fair, flexible and sustainable reward environment (Delaney, 2019).  Considering internal factors supported by job evaluation and pay grading, reflecting the external market, performance-related and strategic goals, which are affordable and recognise employee performance to attract and retain talent and build positivity (Armstrong 2023). 
Benchmarking
Benchmarking reward data means comparing internal metrics and practices to external organisations.  Enabling the identification of gaps, tracking trends and to create a flexible strategy (Taylor, 2022). Various ways of gathering and measuring data may be utilised and it’s increasingly common in the private sector, allowing GreenFriendlyEco to consider their reward offering compared with manufacturing competitors to remain competitive (CIPD, 2025).
Utilising internal people analytics is a method of benchmarking, requiring analysis of data from HR systems, salary surveys and appraisals (CIPD, 2025). Tracking trends, identifying future needs and creating interventions (CIPD, 2021). Data gathered by employees or AI is measured through qualitative analysis and audited for insight (CIPD, 2025). People data analytics offers a valid way to capture actual perceptions and insight into negative culture and performance, but consideration must be given of context and data-timing. It’s reliable when surveys were repeated and participation isn’t fluctuated, offering more credible data (CIPD, 2021). Human-touch is often required for internal evidence-based data benchmarking, which AI may not provide (CIPD, 2024).
The CIPD’s Labour Market Outlook offers external benchmarking and is a quarterly survey completed by employers, encompassing reward data. Utilised to track the labour-market and offers indicators of change. Data is gathered and measured by separating analytics into sector, size and industry (CIPD, 2025). It’s a valid and reliable source because it includes large samples and consistent repetition, ensuring up-to-date outcomes. It’s useful data providing insight on labour-market shifts and offering broad scope, and data can be granulised to identify turnover and pay trends with manufacturing and private sectors (CIPD, 2025). It’s limited as measures pay-intentions, not outcomes and behaviour, and may embody employer bias, with uncertain sector responses (CIPD, 2025). 
The Office for National Statistics is the UKs largest independent statistical institute, publishing accredited reward analysis (ONS, 2026). Having a standardised referencing period, data is gathered via employer reported payroll-data and sampling from PAYE records and is coded to enable granular analysis by region, industry, occupation and earnings. Data validity and applicability reflects the standardised reference period and factual accuracy of payroll information. It's reliable because of its national reach, with a sample of 174,000 organisations in 2025. It may require flexibility and change in scope or sample, due to factors like Covid, which could impact consistency and credibility (ONS, 2025).
Benchmarking requires internal and external data, gathered and measured using repeatable methods, to inform GreenFriendlyEco and align reward insight with organisational performance (People HR, 2024).  Credible data derives from quantitative metrics and qualitative evidence-based sources, enabling reflection and future planning of their reward framework (CIPD, 2021).
Job Evaluation
GreenFriendlyEco should conduct a systemic job evaluation determining the importance of jobs, based on value. Having no current pay structure it’ll offer a defined job hierarchy, promote fairness and transparency, based on the job not the individual, providing a basis for reward market comparisons (Taylor, 2022). 
Job evaluation can be formal, adopting a structured scheme with a scope, factor plan, evaluation panels and appeal process. Requiring commitment, resources and the involvement of adept change managers and communicators (ACAS, 2014). Schemes are transparent and consistent, offering a strong defence for equal pay compliance (Cotton, 2024). 23.7% of organisations report It’s time consuming, but of value, with 77.6% having formal job evaluation schemes already in place (e-reward, 2017). 
An informal approach may be preferred, applying ad-hoc comparisons and manager judgment. Whilst quicker and less effort, approaches are subjective, so could drive grievances and impact turnover, plus is a weak defence against equal value claims (ACAS, 2014).
Job evaluation can be analytical, breaking jobs into factors based on skill, effort and responsibility.  Factors are defined based on levels, then scored and weighted reflecting organisational priorities.  This approach is consistent and visible, with the strongest defence for equal pay, but can still risk bias in design (CIPD, 2025). The point-factor method utilises this approach offering definition, scoring and weighting clarity, and correlating total scores with grade ranges for all jobs and is utilised in larger organisations (Armstrong, 2023). An alternative analytical method is job matching, comparing jobs to benchmark roles, but caution is recommended to utilise it more as a sense check as it can risk reinforcing stereotypes reflecting historic bias. Another is the levelling method, creating job levelling based on jobs of similar scope and complexity, generally derived from analytical evidence, and translating points into level descriptors, to offer consistency across job families (ACAS, 2014).  
A non-analytical job evaluation may be considered, where the whole job is assessed, rather than braking it into factors, including whole-job ranking and paired comparisons. It’s quick and simple but offers weak legal defensibility and is more prone to bias (Taylor, 2022).
Job evaluation is an essential process for GreenFriendlyEco to undertake, recommending a more structured, analytical approach and deep-diving into its historic reward criteria to establish a basis for critical market rate analysis (Taylor, 2022). Offering opportunities for fairness, trust building, legal protection and it underpins reward structure evolution to attract, retain and motivate employees, counteracting their existing negative culture (CIPD, 2025). 
Legislation
Legislation impacts how organisations design, maintain and review reward systems, influencing their pay and bonus packages, transparency, record-keeping and governance, so it’s fundamental GreenFriendlyEco have awareness and adherence (CIPD, 2024).
The Minimum Wage Act 1998 requires all UK employers to pay at least minimum wage. Current rate for 21 and over is £12.21 p/h (National Living Wage), 18-20 is £10.00 p/h, under 18 or apprentices is £7.55 p/h, non-compliance is a criminal offence and organisations must keep records for 6 years minimum, with HMRC having investigation and enforcement powers (GOV.UK, 2025).  The legislation impacts reward practice by driving pay and narrowing the gap between lower-paid staff and existing employees, forcing regular review, job evaluation and an accurately updated reward framework. Minimum wage must be paid, also benefits or overtime, requiring transparency with gross pay.  Helping protect lower-paid workers, drive salary costs and fairness, culture and morale. Minimum wage may not match living costs, so some organisations pay the real living wage of £13.34 p/h, embedding loyalty and trust, attracting and retaining talent (ACAS, 2025). 
The Equal Pay Act of 1970 introduced equal pay, updated by the Equality Act of 2010, legally requires men and women doing like work, work rated as equivalent or equal value, to have equal contractual terms, pay and benefits (Taylor, 2022). The legislation impacts reward practice through enforcing comparator-driven reward design and an evidence-based structure, reducing managerial discretion, ensuring consistency and transparency in all pay factors. Organisations must defend pay differences using the material factor defence, on the basis of objectivity and non sex-related evidence. Whilst the enforcement can be slow, complex and costly to organisations, the legislation increased fairness and HR governance. Looking at landmark cases like Wilson V North Cumbria NHS Trust (2017) justifies risks, with £300 million in costs due to legal breaches (CIPD, 2025).
The Equality Act 2010 incorporates Gender Pay Gap Regulations (2017), requiring organisations with 250+ employees to annually report gender gaps in relation to pay, bonuses and benefits. Currently the gap sits at 6.9% for full-time and 12.8% for part-time employees (GOV.UK, 2025).  Transparency drives organisations to analyse causes, encourage action plans and bias-free progression and recruitment. Reporting alone does not change the causes, employers must react accordingly due to reputational risks (CIPD, 2024).
GreenFriendlyEco requires an audit of their reward practice that adheres to legislation requirements, helping them develop transparent, fair and defensible reward systems, reducing discrimination risks and reinforcing trust and positivity back into their organisation (CIPD, 2025).
Recommendations
· Review reward principles
· Adopt total reward
· Revise grade and pay structures
· Include contingent reward schemes
· Enhance benefits offering
· Introduce recognition schemes
· Audit and consider the business context regularly
· Utilise internal and external benchmarking
· Conduct job evaluation
· Adherence to legislation
Conclusion
GreenfriendlyEco’s existing reward offering is outdated and resulting in poor morale, increased turnover and a negative culture. Updating its reward principles, total reward package, including enhanced benefits, improved pay structure and ensuring legal compliance, will enable the organisation to boost motivation, performance and turnover.  








