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Specification

	Subject content
	What students need to learn:

	2.5.4   Motivation

The importance of motivation in the workplace:
· Attracting employees, retaining employees, productivity.

How businesses motivate employees:
· financial methods: remuneration, bonus, commission, promotion, fringe benefits
· non-financial methods: job rotation, job enrichment, autonomy.


	This is the fourth booklet in Topic 2.5 – ‘Making human resource decisions’. This booklet examines the key elements of motivation. It builds on the previous sub-topics in 2.5 – ‘Making human resource decisions’. So far in this topic, students have looked at how organisations are structured in terms of their staff, how businesses recruit staff and how they train and develop their staff. The focus in this booklet is on how business motivate their employees. Motivation 

Students will learn about different methods that businesses can use to motivate their employees. There are some new terms in this topic and students should understand what is meant by autonomy, job enrichment, etc. The difference between financial and non-financial methods of motivation will also be covered.

It is important to recognise that different people are motivated by different factors. Businesses therefore have to be aware of this when deciding how best to motivate their employees.










Key terms in this topic:

· Autonomy – independence or the freedom to make your own decisions. 
· Bonus – an additional sum of money an employee receives if they achieve a target or high level of performance.
· Commission – similar to a bonus, this is an extra amount of money paid to an employee if they make a certain amount of sales.
· Fringe benefits – rewards an employee receives other than pay. Examples include company car and free health insurance.
· Job enrichment – the process of adding more interesting elements to an employee’s role in order to improve their motivation.
· Job rotation – a system where employees move around – ‘rotate’ – different tasks. In the workplace to reduce boredom and increase motivation,
· Motivation – the reasons an employee has for working hard and to the best of their ability.
· Remuneration – the money an employee receives for working.

Key terms – examples

In the space below, write examples to illustrate the key terms:

	Key term
	Examples

	Autonomy

	

	Bonus

	

	Commission

	

	Fringe benefits

	

	Job enrichment

	

	Job rotation

	

	Motivation

	

	Remuneration

	




Summary of the topic

The focus of this section is on the importance of motivation in the workplace and how this relates to productivity and in attracting and retaining employees. For example, motivated workers will have a higher level of productivity and the business will face lower staff turnover. Students will need to know the appropriate financial and non-financial methods a business could use to motivate employees. For example, fringe benefits for a senior manager are likely to be very different to the fringe benefits offered to operational staff. Different methods of motivation will be applicable to a given context.

There is no requirement to cover specific motivational theories. However, these may be used in class as contexts if appropriate.

Synoptic links to this topic

This topic links with the following areas of the specification:

· 1.5.3 Legislation and business
· 2.3.1 Business operations
· 2.5.1 Organisational structures
· 2.5.3 Effective training and development
· 2.5.4 Motivation

Motivation ultimately helps a business to improve its productivity.  However, there is not one approach that will work for all employees and all businesses. Different theories of motivation exist, although students do not need to understand specific theories for this course. 

When staff are motivated they are more likely to staff with a business. This is beneficial for the business as recruiting new staff is costly. You covered the recruitment process in the second booklet in this topic – 2.5.2.









The following diagram shows how motivation links to profitability for a business:

	
1. Employees are motivated by the methods used by the business – bonuses, company car, job rotation, etc.


	↓

	
2. Employees work harder/more efficiently as a result of being motivated


	↓

	
3. Employees produce more output per time period – productivity rises


	↓

	
4. As a result, the average cost of producing each unit of output falls


	↓

	
5. Profitability of the business increases due to falling average costs

















Case study: Archant

Read the case study before consider the points below.
[image: ]Archant is a newspaper, magazine and media business. It produces a range of publications for different types of customers. It has a range of educational magazines for children.

To motivate its employees and to help ensure they are as productive as possible, Archant invests in its employees’ training and development, in particular by running the Archant Sales Academy to train and develop staff. In the academy, staff receive training form internal and external experts and are able to gain formal qualifications through the programmes on offer. The business also uses financial methods to motivate employees, such as the use of bonus and commission for sales staff.

Archant encourages staff retention and prefers employees to stay with them for a long time. It offers a ‘long-service award’ for employees who have been with the business for over 10 years, and a yearly bonus for these staff. In staff surveys, employees say that they happy and enjoy working at Archant.

Source: Adapted from Edexcel GCSE Business textbook, p280













How this case study illustrates/exemplifies the specification content:

	The case study illustrates ‘Motivation’ in a number of ways:

· As an employer, Archant uses different methods – financial and non-financial - to motivate its employees.
· Financial methods of motivation used by Archant include bonuses and commission. 
· Non-financial methods include the focus on the training and development of staff, particularly through the Archant Sales Academy. Employees can be motivated if they are developed and can work towards different qualifications.
· The Archant Sales Academy is used by the business to develop and ultimately motivate its staff.
· Staff at Archant tend to stay with the business, which suggests they are happy and motivated.




Check your knowledge:

1. Give 3 examples of fringe benefits a business can use.
2. What is the difference between job enrichment and job rotation?
3. Explain one benefit to a business of enabling employees to have autonomy.
4. Describe how motivation can lead to increased staff retention.


Check your knowledge: recall question (previous unit):

1. What is meant by staff retention? 
2. Give 3 methods of informal training a business can use.
3. Explain one disadvantage to a business of using formal training.
4. Why is it important for businesses to carry out performance reviews of employees?








Activity - now try this…

Use the table below to identify 3 advantages and 3 disadvantages of financial and non-financial methods of motivation.

	Method of motivation
	Advantages
	Disadvantages

	


Financial




	1.  


2.  


3.  


	1. 


2.  


3.  


	


Non-financial



	1.  


2.  


3.  


	1. 


2.  


3.  




Common misconceptions

1. Methods of motivation do not work the same for all people. Some people will be motivated by higher pay or bonuses. Other will prefer to be praised by their manager. Others may be motivated by working on interesting jobs and as part of a team.
2. Fringe benefits are an example of financial methods of motivation. Although they might include benefits such as gym membership and company car, the business has to pay for these benefits and the employees gets something extra. 





What have you remembered so far?

	Question
	True
	False

	All employees are motivated by financial methods of motivation, such as higher pay.
	
	

	Job enrichment is the process of adding more interesting elements to an employee’s role in order to improve their motivation
	
	

	Fringe benefits are an example of non-financial methods of motivation.
	
	



Exam Questions
1. Multiple choice:

Which two of the following are examples of fringe benefits for an employee? (2 marks)

Select one answer

A	Bonus
B	Gym membership
C	Free health insurance
D	Job rotation
E	Remuneration

2. Multiple choice:

Which one of the following is a definition of autonomy? (1 mark)

Select one answer

A	A system where employees move around different tasks
B	Being paid more money for achieving performance targets
C	Independence or the freedom to make decision
D	Where an employee is able to gain a formal qualification

3. Explain one disadvantage to a business of using bonuses to increase employee motivation. (3 marks)

4. Analyse the impact on Archant of having its own academy to train and develop its staff. (6 marks)s
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