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manager, for instance, because it is so difficult to measure
output. Equally, The Co-operative paying its cleaners on a
commission basis would not be possible either because they  Motivati

work ou

do not sell anything. Even sales staff might not be paid workers,
commission if sales are a team effort rather than the result of ~ work hard
the work of one individual. One reason why The same i
The Co-operative employs part-time staff is because so many  representati
people want to work part-time. It could not fill all of its sale they ma
posts if it insisted that all its workers work full-time. Equally, — many §a1‘es a
some workers expect certain types of payment. It would be commissions
almost impossible to find the right candidate for the job of encourage w¢
chief executive of a large company without offering a large {mstakes anld‘
salary, bonuses and a range of fringe benefits. i;r:)lifgatg(; za( 13
Tradition In many workplaces, today's payment system is Ly mortgag
very similar to how it was 10 or 20 years ago. Worke'rs. often gwebrlnotrtiage
dislike changes to their payment system. Usually this is uréa -Z o1 ee]
because they are worried they will earn less than befgre ;n ividua few
under a new system. For example, many manufactu.rmg or lix}e\lmg fe, \
businesses have moved from piece rate.sxstems to time peock har i &
systems over the past twenty years. This is often because every time the
businesses want workers to produce quality products To get round f

king in teams. However, the fastest workers under piece whole teams
wi)r lariz likely to earn less under the new time based system.  all the worker
rates

They are likely to resist the change.

ts Some payment systems
ther employment cos :
Tax an‘:1 Zecause they reduce the tax bill of both employers
a\redusr‘?1 ployees Fringe benefits are an example of this,
and e <

Businesses can also save on other employment costs, such ag
usine

ion costs and National Insurance payments, by putting
pens

og are not necessarily paid just to individyg|
2antis :
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work out to freelance (self-

: employed) workers,

hey Motivation Payment systems can be used to motivate

workers. Piece rates, for example, can encourage workers to
it of  work hard. The more they produce, they more they get paid.

The same is true of bonuses and commission. When sales
many  representatives are paid a substantial commission for every

; sale they make, there is a large incentive for them to make as
:1ua11y, many sales as possible. However, piece rates, bonuses and
d be commissions can also damage a business. Piece rates may

b of encourage workers to work fast but this might lead to more
rge mistakes and lower quality. Bonuses and commissions

linked to sales can lead to overselling. Someone selling
mortgages (loans to buy a house) may get a commission for

m is every mortgage sold. But this encourages the sales person to
s often give mortgages to people who are a poor risk and might be
e unable to keep up the repayments on a house. Any type of
e individual reward system also is likely to damage team work.
ing For examplg, why should a shelf stacker in a supermarket

e work hard if they know that their supervisor gets a bonus
e every time their team of shelf stackers achieves its targets?

: To get round this problem, some businesses pay bonuses to

jer piece whole teams of workers, or to a whole workplace or even to
d system. all the workers in a business.

Source: adapted from The Co-operative website.
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ystem.  all the worker

Source: adapted from 1 nerative website.
tems :
yers Test yourseif
h as : e dicchs e
UC. s 1. Brandon is a worker who is paid on commission. This is
ting most likely to mean that he is paid according to how much
A time he works
B he sells
C he produces
D work is done by his team
; Select one answer.
tive

2. Emma is paid piece rates. Her employer is most likely to
do this to

§

A motivate her to work hard

B save the company paying tax

C increase the sales of the company
D minimise the salary they pay her

Select one answer.

ent
dona 3. Which one of the following is most likely to be an example
‘ of a fringe benefit? Select one answer.
ga
time- A Commission
B Salaries
n C Bonuses

D Company cars
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In 2003, OilcoDistribytion agre}ed atwo-year pay deal with ts
tanker drivers. The drivers received a 3.5 per cent increase in
2008 with a further 1.0 per centincrease in 2009.
gz?;z‘mb;;y?ng:::sz :T:-tiasid system to pay the drivers.
(the equivalent of £10.00 e;n : il drlvers Sl 70 ek

L o our) for a basic 37 hour week.
Most_dnvers in addition earned around £50 a week extra in
9ven|me, working 4 hours at time and a quarter. The pay deal
included a £500 annual bonus for drivers who agree to do
immediate maintenance on their tankers following training.

As part of the deal, tanker drivers have agreed to the
installation of in-cab computer systems. These will be linked to
depots and a central control centre which will be able to
monitor the position of road tankers at any point in time. They
will also be able to tell the tanker drivers to follow different
routes if there is traffic congestion. Deliveries may be
rescheduled to the following day if congestion is so severe that
drivers are running well behind time. OilcoDistribution expects
the computer system to raise efficiency by reducing journey
times and increasing the number of deliveries that can be made
in an eight hour working day. ;

OilcoDistribution has also renewed an agreement made eight
years ago that it will not make any tanker drivers redundant
from a depot if at the same time itis contracting out work to
other companies. Currently, if there is too much worl:nfo;ny
OilcoDistribution drivers to do on any one day, the comp

i ther companies to
i ers and tanker drivers from 0 !
s coDistribution pays per delivery made

the work. Oil Y )
;Ot:gi;zn by the day. Where tanker_dnvers own t:leeclgor\ggs .
road tanker, OilcoDistribution is effectively paying p

. these drivers.

1. (a) How much per hour were tanker drivers at

OilcoDistribution paid before the signing of the two year pay

deal? (1)

(b) How much in pounds were drivers paid for working one

hour of overtime? (1)

(c) Given that the average driver worked 4 hours overtime a
week, how much did the average driver earn per week? (2)
(d) How much per hour did a tanker driver earn in 2008 after

the new pay deal came into effect? (2)

2. Explain the difference between the ‘time-based system' of

payment used by OilcoDistribution for its drivers and the

'piece rate' system it used for the work it contracted out to

other companies. (3)

3. Do you think the 2008 pay agreement will have motivated

tanker drivers working for OilcoDistribution? Justify your

answer. (6)

4. Assess whether OilcoDistribution would find it better to make
all its drivers redundant and rely on a system of contracting

{

out oil deliveries to other companies. Justify your answer. (6)
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19 Remuneration

Case Study

The Co-operative is the world's largest consumer
co-operative. In 2009, it had a network of more than

4,500 outlets in the UK and sold £9 billion worth of products.
Its businesses ranged from food to funeralcare, farming to

pharmacy and banking to travel. Over 2,000 of the outlets
are food stores. These range from hypermarkets and
supermarkets to small local stores.
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edexcel i key terms

Part-time workers — employees who work
only for a fraction of the working week.

Full-time workers — employees who work
the whole of the working week.

Temporary workers — workers who have
no permanent contract of employment

with a business and so tend to work only
for a short period of time for an employer.

Freelance workers — workers who tend to

be self employed and do particular pieces
of work for a business as a supplier.

Fringe benefits — payments in kind over
and above the wage or salary, such as a
company car.
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Payment systems — methods of organising
the payment of workers, such as piece

rates or salaries.

Manual or blue collar workers — workers
who do mainly physical work like an
assembly line worker.

Wages — tend to be paid to manual
workers for working a fixed number of
hours per week plus overtime.

Overtime — time worked over and above
the basic working week.

Basic pay — pay earned for working the
basic working week.

Non-manual or white collar workers —
workers who do non-physical work, like an
office worker or teacher.

Salary — pay, usually of non-manual
workers, expressed as a yearly figure but
paid monthly.

Commission — payment system usually
operated for sales staff where their
earnings are determined by how much
they sell.

Bonus — addition to the basic wage or
salary, for instance, for achieving a target.
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Payment systems :
The Co-operative employs nearly 90,000 workers in total. They are employed
across the business from managers at head office in Manchester to check oyt
assistants in a Co-operative supermarket to farm workers.

The Co-operative uses a number of different payment systems. These are
different ways of paying workers.

Time-based systems Manual workers or blue collar workers are workers who
tend to do manual work. At The Co-operative food stores, their job title is
customer service assistant. They do jobs like stacking shelves, operating tills,
serving customers and cleaning. Manual workers in the UK have tended to be
paid wages on a time based system. They are paid 'so much' per hour worked. If
they work longer than the agreed basic working week, such as 38 hours, they
usually get overtime. This is often paid at a higher hourly rate, such as time-and-
a-quarter or double time. This means that they are paid 1.5 or 2 times the basic
Ppay per hour for every hour of overtime worked. For instance, say a worker's basic
working week was 38 hours, They are paid at £8.00 an hour. So their basic pay
per week would be £304. The company pays time and a half for overtime at the

Results-based systems Some work Bt
produce. Workers on piece rates are pgi : § to how much they
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instance, their department achieves a particular target for work. This is called a

group bonus.

Temporary and freelance work

Some of the workers employed by The Co-operative are part-time workers rather
than full-time workers. This means they are not employed for the full working
week. As a result, they will get a fraction of the full-time weekly or monthly pay.

For example, a part-time worker who works three days a week might get three
fifths (0.6) of the weekly pay of a full-time worker who works five days a week.

Temporary workers are workers who are employed on a temporary contract.
They might be employed on a daily, weekly or monthly basis. Businesses like The

Co-operative use temporary workers to cover emergencies or peaks in work. A
temporary worker might be employed to cover for someone who has gone on

maternity leave. Or they might be employed in the run up to Christmas when
demand is exceptionally high.

Freelance workers (usually self-employed workers) are workers who are paid by a

business to perform a particular task. They are suppliers of services to a business.

Freelance workers submit invoices to the business for payment like any other supplier.

In some industries, freelance workers tend to be highly specialised, skilled workers.
For example, a business might contract a freelance worker to write a report on a
particular problem for it. In the construction industry, a lot of ordinary workers are
freelance. Building firms like to employ them because it saves them paying so much
tax and helps them to keep costs under control. If there is no work then the freelance
worker is not needed unlike a full-time worker who may still have to be paid.

Other forms of payment : :
Workers can be paid in other ways than money. Fringe benefits are Rayments in
kind (not in the form of money) over and above the wage or salary pgld to a worker.
For example, many workers benefit from a subsidised company pension schseme.
The employer puts money into a pension scheme on b‘ehalf of its workers.b %?;id
businesses offer a range of other financial fringe ben?ﬁts such as free l())r'(s;l Z

Private health care, insurance or Pay-as you-earm savings schemes, subsidise

Meals, sports club membership or therapies such as feﬂexolo_gg or mas:‘;"fgt}e,lsg.i -
Company eare are another example of a fringe ben‘e‘ﬁt Retail business
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In some indust: nee workers tend to be highl)./ specialised, skilled workers.
For example, a busitiess might contract a freelance worker to write a report on a
particular problem for it. In the construction industry, a lot of ordinary workers are
freelance. Building firms like to employ them because it saves them paying so much
tax and helps them to keep costs under control. If there is no work then the freelance
worker is not needed unlike a full-time worker who may still have to be paid.

Other forms of payment

Workers can be paid in other ways than money. Fringe benefits are payments in
kind (not in the form of money) over and above the wage or salary paid to a worker.
For example, many workers benefit from a subsidised company pension scheme.
The employer puts money into a pension scheme on behalf of its workers. Some
businesses offer a range of other financial fringe benefits such as free or subsidised
private health care, insurance or Pay-as you-earn savings schemes, subsidised
meals, sports club membership or therapies such as reflexology or massages.
Company cars are another example of a fringe benefit. Retail businesses typically o

offer a discount to their workers on anything bought within their stores.

The more senior the position you hold in a company, the more fringe benefits
you are likely to receive. The managing director is likely to receive a range of fringe
benefits including a company car and pension benefits. Workers at the bottom of
the company may receive no fringe benefits at a

Fringe benefits are often given for tax reasons. The business pays lequ tax ang .
other contributions in providing £1,000 worth of fringe benefits thar} it would_ if it i
paid an extra £1,000 in wages to a worker. Similarly, a worker may find there is a F

tax gain in receiving a fringe benefit rather than cash. A th
Fringe benefits are also used to motivate workers. The company catr, for ins , W
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