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Motivation 

 The importance of motivation in the workplace 

 How businesses motivate employees 

1BSO 2.4.5 

Making human resources 
decisions 



Management and motivation 
Management and motivation techniques differ from firm to firm 

There are two main styles of management: 
 

 Autocratic 
 

 Democratic 

There are two main methods of 
motivating workers: 
 

 Financial (pay methods) 
 

 Non-financial (non-pay 
methods 



Autocratic management style 

 Description of autocratic management style 

When is it suitable? 

 Senior managers make all important decisions 

 Closely supervise and control workers 

 Managers do not trust workers and simply give 
orders (one-way communication) 

 When quick decisions are needed in 
a company 

o E.g. in a time of crises 

 When controlling large numbers of 
low skilled workers 



Democratic management style 

Managers trust employees 

 Encourage employees to 
make decisions 

 Delegate authority/power to 
employees and listen to their 
advice 



Best approach/style for management? 

 Depends on circumstances 
 Whether workers are skilled or 

experienced 

 Level of genuine motivation 

 Whether quick decisions are 
needed etc 

 Best managers are those that 
are versatile and can call upon 
the right style at right time 



Motivating workers 

Non-Pay methods 

Pay methods 



Exercise: what is your view of workers? 

  Workers dislike work and 
are lazy 

Tick the box if you agree with the 
following statements about 
factory workers 

  Workers must be controlled 
and punished where necessary 

 Workers try to avoid responsibility 

 Workers like to work and 
enjoy new challenges 

 Workers like to make decisions 
and are creative and imaginative 

  Workers seek responsibility 



Exercise:  what do you think motivates workers? 

  Remuneration 
(e.g. pay, pension) 

Place in order of importance the 
following things that can motivate 
people to work harder 

  Responsibility 

 Opportunities for 
promotion 

 Sense of achievement 

 Recognition for good work 

  Pleasant working 
conditions 

  Job security 



Remuneration – Pay 
Many business advisers believe that non-financial rewards, such as team-working, 
empowerment or job enrichment, acted as a better incentive for employees to 
work harder 

 But without a satisfactory system of financial 
rewards, no amount of empowerment or job 
enrichment would motivate employees to 
work hard  

 The basic needs have to be satisfied first 



Methods of remuneration 

Remuneration consists of the rewards that employees receive from their work. Employees 
are likely to receive a range of money-based and other rewards ranging from discounts on 
company products, to subsidised company pension schemes. There are various pay-related 
ways of rewarding employees, including the following: 

1. Basic pay for standard hours. An employee works to a 
set contract e.g. £x per hour for a 30 hour week, or a 
salary of £y per month. This scheme alone does not 
provide an incentive to work harder, but if the rewards are 
good relative to those offered for similar work then this 
will act as a motivating factor in itself.  

2. Additional hours rewards. Employees are usually paid 
extra for working unsocial hours (e.g. a night shift) or for 
working longer hours (overtime rates).  

3. Commission. Sales staff are typically paid on a 
commission basis. The commission rate depends on their 
success rate so acts as an incentive to employ effective 
selling techniques. 



Pay-related remuneration (cont.) 

4. Bonuses are another form of incentive to 
meet particular targets. Typically these will be 
used to encourage and motivate employees to 
work harder when required, e.g; offering 
football players an incentive bonus to win an 
important game.  

Other pay-related ways of rewarding employees 

5. Performance related pay. Many companies 
operate some form of performance related pay 
scheme. Pay is then related to the achievement 
of objectives and targets. The performance that is 
measured may be at company wide level, plant 
level, team level or individual level.  

6. Profits related pay. Employees pay and 
bonuses may be related directly to the profits 
that a company makes. 



Pay-related remuneration (cont.) 

More pay-related ways of rewarding employees 

8. Piece rate reward systems relate to paying 
employees according to their level of output. 
Where such a scheme operates it is essential 
that there is a good quality checking 
procedure to make sure that the 'pieces' are 
of the required standard.  

7. Payment by results. This is a similar form of 
incentive scheme to profit related pay. The 
results measured will be key results areas for 
a company such as sales.  



Reasons for Pay Differentials 

Mainly due to supply and 
demand 

 People with skills that are in 
demand, but are in short 
supply, get paid more 

 

Quantity demanded 

0 

Price 

Supply 

Demand 

 Some jobs require 
qualifications (e.g. 
accountants, lawyers) 

 Cost of living varies 
between regions 



Non pay-related financial remuneration 
In addition to payment systems many jobs involve some form of non pay-related 
benefits, including:  

The remuneration package therefore consists of a range of payment methods and 
accompanying benefits which can be used as motivators by modern companies 
and are all part of the human resource management in modern business. 

  A company pension scheme. The employee may 
subsidise the contributions made by an employee 
into a company pension scheme. The employee may 
also be able to benefit from a range of other 
subsidised services such as insurance etc.  

 Subsidised canteen, and leisure facilities.  

  Use of a company car/phone with mileage/phone 
bills paid.  

 Access to and use of other company facilities e.g. 
computer facilities, on-site crèche and hairdressing etc.  



Summary: main types of financial incentives 

 Wages  Normally paid per hour worked and receive money at end of week 

 Salaries - Normally an annual salary which is paid at end of each month 

 Bonus system - Usually only paid when certain targets have been 
achieved 

 Commission - Some workers, often salesmen, are partly paid according to 
number of products they sell 

 Profit sharing - A system whereby employees receive a proportion of 
company’s profits 

 Performance related pay - paid to those employees who meet certain 
targets 

 Share options - common incentive for senior managers who are given 
shares in company rather than a straightforward bonus or membership of 
a profit sharing scheme 

 Fringe benefits - Often known as ‘perks’, these are items an employee 
receives in addition to their normal wage or salary e.g. company car, 
private health insurance, free meals  



Motivation at work 

Google workplace 

http://news.bbc.co.uk/1/hi/technology/7292600.stm


Questions  

 

Give two reasons why Google employees need space and 
facilities to relax at work  
 
What is the maximum distance that a Google employee 
can be from accessing food? 
 
What seems to be more important to Google:  financial or 
non-financial rewards?  
 
 



Job enrichment  
Job enrichment means giving workers more interesting, challenging and complex 
tasks. Workers should also be given the opportunity to complete a whole unit of 
work rather than individual separate tasks.  

  Gives workers the chance to test 
themselves and use their full 
range of ability 

 It increases the challenge involved in 
the task, rather than just simply 
providing more variety to the work.  

 Workers obtain a greater sense of achievement 
and recognition of their work when they have 
successfully completed a tougher task 

 Workers respond better as managers trust in 
their ability to handle the increasing 
complexity of the work.  

 The managers need to judge carefully what a 
worker can handle – if it is too complex for the 
workers or they do not posses the correct skill 
level, then expensive mistakes could be made. 



Job enlargement  

Job rotation is a part of this. It involves: 

Job enlargement means simply giving workers more tasks to do of a similar 
nature or complexity. This will reduce the monotony or repetition involved in 
a persons work but over time this will not increase a person’s satisfaction or 
sense of achievement.  

  Having a wider variety of tasks to do, perhaps 
rotating jobs with other members in your team,  

  but not increasing the challenge of the job.  



Team-working 
Team-working is where employees work in groups or teams. This can meet a 
worker’s social needs as a person can more easily build friendships and feel a 
sense of belonging to a unit or group and hopefully to the business as a whole.  

  A business can create a number of different 

types of team; examples include: 

  production teams (often known as cells) 

  quality circles 

  management teams. 

 Team-working has other advantages to a firm over and 
above improving motivation.  

  It can lead to greater flexibility of production, as 
employees are likely to be multi-skilled (able to do more 
than one persons job) as they have learnt from other 
team members or undertaken formal job rotation.  

  This means they can cover any absences and can quickly 
adapt to a new production technique. 



Empowerment 

For empowerment to be successful, workers must have adequate training and/or good 
skill levels in order to be trusted to make the correct decisions. If they do not, then 
expensive mistakes can be made that could affect the whole business.  

Empowerment is like delegation. It is when power or authority is given to 
employees so they can make their own decisions regarding their working life. 
For instance:  

  Workers have control over how to use their 
time and deciding the priority of tasks that 
need to be done.  

 They are encouraged to consider problems 
they face and come up with some solutions. 

  It is the manager’s job to judge whether a subordinate 

can cope with more authority and decision-making power.  

 However, even if managers pass down authority 
to their subordinates, they are still responsible 
for the work that is done by them. 



Summary: main types of non-financial incentives 

 Empowerment - delegating power to 
employees so they can make their own 
decisions 

 Praise - recognition for good work 

 Promotion opportunities - promoting 
employees to a position of higher 
responsibility 

 Job enrichment - giving employees more challenging and interesting tasks 

 Job enlargement - giving employees more tasks of a similar level of 
complexity 

 Better two-way communication - employees have a chance to give 
feedback and advice to managers 

 Better working environment - providing a safe, clean, comfortable 
environment to work in 

 Team working - offers employees an opportunity to meet their social needs 
and often accompanied by some form of empowerment for team 



Labour productivity 

Methods of measuring the effectiveness of employees include: 
  Output per employee 
  Staff turnover 
  Absenteeism 

  Output per employee 
Easy to calculate for a production line but not so easy for a service company. The 
best method of measuring is: Total value of output 

Total number of employees 

   Labour cost per unit of output 
Many businesses prefer to focus on production costs. 
The formula for measuring this is: Total labour costs 

Total output 
x 100 

UK Labour 
productivity is 
measured by:   

Total UK output 

Total UK hours worked 



Staff turnover 

  Staff turnover 
The number of employees who leave and join an organisation over a specified 
time period (usually one year). 

 Voluntary: when the employee leaves for his/her own reasons.  
o Usually unplanned 
o Usually happens in the first few months of employment  

 Involuntary: dismissal or redundancy 

Normally voluntary turnover is much higher than involuntary and is calculated 
using the following formula: 

Number of leavers per year 

Average number of employees per year 
x 100 

Most firms seek to maintain a staff turnover rate of around 15% 
  Avoids stagnation within the firm and lack of promotion prospects 
  Allows for regular inflow of new ideas 



Key questions 

  What are the costs of high levels of employee turnover? 

  What is the optimal level of staff turnover? 

Controlling labour costs: employee turnover 

In the UK, the average staff turnover is between 16-18%.  

   The cost of staff turnover in the UK is about £8,200 per employee 
    This rises to £12,000 for professionals and managers 

Most firms seek to maintain a staff turnover rate of around 15% 
  Avoids stagnation within the firm and lack of promotion prospects 
  Allows for regular inflow of new ideas 

Employee turnover  
Most small firms have some turnover of staff and a certain level of employee turnover can 
benefit the organisation by introducing ‘new blood’. But excessive employee turnover can 
cause serious problems – the effectiveness of the workforce can suffer, recruitment and 
training costs can increase and morale may be reduced.  



Controlling labour costs: absence and employee turnover 

Employee turnover can be affected by a number of factors. It may involve employees 
with:  

 health problems or disabilities for whom the job has become too difficult 
 caring responsibilities who cannot maintain a comfortable balance between 
their priorities at work and home 

 
What is an acceptable level of employee turnover will depend to a great extent on the 
circumstances of each organisation.  A small firm is more likely to feel the effects of 
employee turnover since a few employees will be a substantial part of its workforce.  
 
Even when small numbers of employees leave, this can have a considerable impact on 
the effectiveness of the firm. It will therefore benefit any small firm to look closely at 
the factors that may affect levels of employee turnover.  

More questions 

  What factors contribute to high levels of employee turnover? 

  How can absence and employee turnover be reduced? 



It is important first to be able to estimate the extent of employee turnover and 
any particular problem areas. As with absence, this can best be done by keeping 
simple up-to- date personnel records.  

Company A 2004 2005 2006 2007 2008 2009

Average number of employees 82 84 76 78 83 87

Number of leavers 6 5 5 6 7 6

Identifying a problem 

Company B 2004 2005 2006 2007 2008 2009

Average number of employees 350 388 402 409 411 420

Number of leavers 52 55 62 68 72 70

Company C 2004 2005 2006 2007 2008 2009

Average number of employees 758 733 762 732 715 699

Number of leavers 104 118 129 156 153 149

Task 
 Which company has certainly got a staff turnover problem? 
 Which other company may have got a staff turnover problem? 



Staff turnover is calculated 
using the following formula: 

Number of leavers per year 

Average number of employees per year 
x 100 

Staff turnover task 

Company A 2004 2005 2006 2007 2008 2009

Average number of employees 82 84 76 78 83 87

Number of leavers 6 5 5 6 7 6

Labour turnover 7.3 6.0 6.6 7.7 8.4 6.9

Company B 2004 2005 2006 2007 2008 2009

Average number of employees 350 388 402 409 411 420

Number of leavers 52 55 62 68 72 70

Labour turnover 14.9 14.2 15.4 16.6 17.5 16.7

Company C 2004 2005 2006 2007 2008 2009

Average number of employees 758 733 762 732 715 699

Number of leavers 104 118 129 156 153 149

Labour turnover 13.7 16.1 16.9 21.3 21.4 21.3

Company B’s turnover rate is in line with the UK national average of 16-18%. Company 
C’s turnover rate is uncomfortably high and its workforce is shrinking too: rats leaving a 
sinking ship?  Company A’s rate is very low: it is in danger of becoming stagnant.  



If regular examination of these records shows that there seems to be a problem, then 
the firm should try to find out why people leave. 
 

Staff turnover 

An exit interview can provide useful pointers that may help the firm to 
recruit more suitable employees and identify problem areas within the 
organisation. Leavers should be asked why they are leaving and what they 
think is good and bad about the firm – for example: 
 

  the job itself 
  hours and patterns of work 
  supervision and management 
  pay and other terms and conditions of employment 
  training and career prospects with the company 
  working conditions and amenities. 

 

But employees may not always disclose the real reasons for leaving or their 
true views about the company. 



Absenteeism 

Absenteeism is a good indicator of satisfaction at work and is calculated using the 
following formula: 

Average number of staff absent on one day  

Total number of staff 

x 100 

On average, absenteeism accounts for 2.9% of UK industry’s total costs 
 For British Airways, absenteeism accounts for 15% of total costs 

As with the example of British Airways, absenteeism is normally a sign of a more 
deep-rooted problem with industrial relations in a company. 

 When motivation is increased in a firm’s workforce, absenteeism rates 
tend to fall 



Company X 2004 2005 2006 2007 2008 2009

Average number of employees 138 146 151 162 170 175

Number of leavers 15 13 17 18 16 20

Total value of output (£) 1,506,000 1,656,600 1,822,260 2,004,486 2,204,935 2,425,428

Total labour costs (£) 993,960 1,103,296 1,224,658 1,359,371 1,508,901 1,674,880

Ave. number of staff absent on one day 7 8 14 12 12 10

Output per employee (£)

Labour cost per unit of output (£)

Absenteeism rate (%)

Labour turnover rate (%)

Task: fill in the blanks in the table 

Questions 
Q: Do the figures indicate Company X has a staff turnover problem? 
A: ……………………………………………………. 
 

Q: Is the absenteeism rate at Company X deteriorating? 
A: ……………………………………………………. 
 

 Q: In one year over this period, a new head of Human Resources was employed: 
 In which year do you think the new head of HR joined the firm? 
 A: ……………………………………… 
 Give two reasons to support your choice   
 A1: ………………………………………….  A2: ………………………………………………….. 



Task: answers 

Answers 
Q: Do the figures suggest Company X has a staff turnover problem? 
A:  No: staff turnover is relatively stable and below the national average 
 

Q: Is the absenteeism rate at Company X deteriorating? 
A:  No: after a sudden increase in 2006, it is now declining back to previous levels 
 

 Q: In one year over this period, a new head of Human Resources was employed: 
 In which year do you think the new head of HR joined the firm? 
  A:  2006 
 Give two reasons to support your choice  

A1: Sudden increase in absenteeism  A2:  Sudden increase in staff leaving 

Company X 2004 2005 2006 2007 2008 2009

Average number of employees 138 146 151 162 170 175

Number of leavers 15 13 17 18 16 20

Total value of output (£) 1,506,000 1,656,600 1,822,260 2,004,486 2,204,935 2,425,428

Total labour costs (£) 993,960 1,103,296 1,224,658 1,359,371 1,508,901 1,674,880

Ave. number of staff absent on one day 7 8 14 12 12 10

Output per employee (£) 10,913 11,347 12,068 12,373 12,970 13,860

Labour cost per unit of output (£) 0.66 0.67 0.67 0.68 0.68 0.69

Absenteeism rate (%) 5 5 9 7 7 6

Labour turnover rate (%) 11 9 11 11 9 11


