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Learning Outcomes
By the end of this unit students should be able 
to:
• explain the importance of motivation for 

employees;
• identify and evaluate the suitability in various 

circumstances of financial and non-financial 
methods of motivation;

• analyse certain factors affecting job satisfaction.

Setting the Scene
What do you think motivates these people? 

Sean – you are offering good pay. I need the 
money.

Rebecca – I am a quick learner but I get bored 
easily, I like to do something different every 
day.

Rosemary – I like communicating and talking 
to customers, I am a good sales person.

Jess – I am a single parent and I need flexible 
working hours to keep child care costs low. 

Motivation
Motivation is about how a business can encourage 
its employees to give of their best. Motivated 
employees care about the businesses success and 
work more efficiently to reach business targets. 

There are two main ways in which employees are 
motivated:

1. Financial Motivation
• Bonus – this is an extra payment for achieving a 

target. This motivates employees to stay on task 
and to be more productive. However, this may 
be costly to a business with a lot of employees. 
Businesses also need to be careful that bonuses 
are fairly distributed otherwise, tension and 
jealousy can build up among staff. 

• Commission – this is suitable for sales people, 
e.g. car sales. The employee is given a percentage 
of the sales they generate. For example, the more 
cars an employee sells the more money they will 
earn. The business will benefit from the profits 
generated from the sales. The drawback to this 
method of motivation is that some sales people 
may cut corners (mislead customers) to get a 
sale. High commission earnings enjoyed by the 
sales person may be resented by someone else in 
the business.
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• Fringe benefits – this is a perk of the job. 
Examples of fringe benefits include – company 
car, health insurance and pension schemes. 
Fringe benefits offer an incentive to employees so 
staff turnover is usually low and businesses keep 
their trained/skilled staff. However, fringe benefits 
are very expensive to a business.

• Profit sharing – this is when the employee 
receives a percentage of the overall profit of 
the business. Therefore, the more profit the 
business makes the more money the employee 
receives. This increases productivity and makes 
an employee feel part of the company. However, 
quality may be affected as employees are 
focused on productivity and salaries of individual 
employees go up equally not based on merit or 
promotion.

2. Non-financial motivation
• Team working – this is when several employees 

join to work towards a common goal. 

They can share skills and expertise and learn 
from each other. The team will have control 
of their own decisions and solve their own 
problems. However, individuals must work well 
and communicate well with each other for team 
work to be effective. Time can be wasted through 
negotiations and some people in the team may 
not participate fully.

• Job rotation – this is when an employee moves 
around different jobs to reduce repetitiveness 
and boredom. Job rotation allows the employee 
to gain wider experience/training and skills. 
They can also fill in for a colleague if they are 
absent from work. Job rotation however does have 
drawbacks; training is costly to a business and 

workers are initially unfamiliar with the new task 
so productivity may be slower at the start.

• Quality circles – this is similar to team working, 
although the employees will be working together 
to ensure that the quality of their product/service 
is a top priority. 

• Flexible working – this is a way of working that 
suits employee’s needs. For instance, having a 
later starting time or job sharing. 

 

Employees gain a better work/life balance and 
develop a better commitment to the job which 
increases productivity. Flexible working tends to 
reduce staff turnover so businesses keep their 
trained/valued and skilled employees. A business 
may even be able to extend its opening hours due 
to the wider availability of its workforce. However, 
flexible working hours without a supervisor being 
present may cause difficulties for some employees 
who may be unable to take the initiative or need 
direction with their duties. Another disadvantage 
is that communication and team working may be 
affected.
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Job satisfaction
This is the amount of pleasure/enjoyment an employee gets out of doing a particular job. All or some of the 
following factors may affect overall job satisfaction.

Job Satisfaction

Wages and salaries

Good working conditions

Praise

Responsibility

Enjoyment

Success
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Activity

John Lewis Partnership (JLP)
The John Lewis partnership was created by John
Lewis in 1928. It is an employee-owned UK
company. The company is owned by a trust on
behalf of all its employees (known as partners),
who have a say in running of the business. Partners
receive a share of the profits on top of their annual
salary.

The John Lewis company is a very successful
business. It believes that a motivated workforce
is the key to its business success. Profits in the
company have risen over the years, staff turnover
tends to be very low and labour productivity is high.
1.  Identify the type of motivation that exists in 

John Lewis Partnership. [1]
2.  What benefits does a motivated workforce have 

for a business? [4]

Key Terms

Financial motivation is when a business uses
money as a way of motivating its employees.
Non-financial motivation is when a business uses
non-monetary incentives as a way of motivating its
employees.

Job satisfaction is the amount of pleasure/
enjoyment an employee gets out of doing a job.

Revision questions

1.  What is meant by staff turnover? [1]
2.  How could an employer increase the amount of 

job satisfaction gained by its workers? [4]


