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MONEY FOR 

NOTHING

PAY WAS ONCE THE BEST WAY OF MOTIVATING YOUR TEAM.  

CHANGE THE RECORD, SAYS ETAN SMALLMAN
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The purpose motive
Purpose is a motivation trigger that marks 
out a much bigger cultural shift in business, 
according to Mats Lederhausen, a former 
McDonald’s executive, who believes that “a 
new form of capitalism is emerging – more 
stakeholders want their businesses to have a 
purpose that is bigger than their product”.

It is the factor that gets employees up in the 
morning. It’s what makes them feel what they 
are doing justifies their place on the planet. It 
is a feeling that one is making a contribution 
to humanity, one’s community or industry.

As Daniel H Pink, author of Drive: The 
Surprising Truth About What Motivates Us, 
says: “The most deeply motivated people –  
not to mention those who are most productive 
and satisfied – hitch their desires to a cause 
larger than themselves.”

John Sylvester, executive director of  
P&MM Motivation, tells Professional Manager: 
“Purpose is best established by clear 
definition of corporate mission, vision and 
strategy. When managers [communicate this] 
to their teams, it should be accompanied by 
clear objectives so that individuals are clear 
about the part they play in the ‘grand plan’.”

HONEST AND FAIR  
WITH CUSTOMERS  
AND SUPPLIERS
• Seeks to build lasting relationships
• Deals honestly with customers, providing good 

and safe products and services
• Treats suppliers fairly, pays 

promptly, and expects its 
suppliers to do the same

• Openly shares its knowledge to 
enable customers and suppliers 
to make informed choices

A GOOD CITIZEN
• Considers each person affected by its  

decisions as if they were a member of  
each decision-maker’s own community

• Seeks and provides access to opportunities  
for less privileged people

• Makes a full and fair  
contribution to society by  
structuring its business  
and operations to promptly 
pay all taxes that are  
properly due

A RESPONSIBLE 
AND RESPONSIVE 
EMPLOYER
• Treats everyone with dignity  

and provides fair pay for all
• Enables and welcomes 

constructive dialogue about its 
behaviour in keeping true to its purpose

• Fosters innovation, leadership and  
personal accountability

• Protects and nurtures all who work for it to 
ensure people learn, contribute and thrive

A GUARDIAN  
FOR FUTURE 
GENERATIONS
• Honours its duty to protect  

the natural world and conserve  
finite resources

• Contributes knowledge to 
promote better regulation that benefits society, 
rather than protecting self-interest

• Invests in developing skills, knowledge and 
understanding in wider society to encourage 
informed citizenship

MONEY TALKS. It makes the 
world go around. And, when it 
comes to hiring and inspiring 
staff, it is king. Or so conventional 
wisdom tells us. 

If you want to woo potential 
employees, offer them a mighty 
pay packet. If you want to motivate 
current workers to shine, lob 
a hefty bonus their way. That’s 
economics 101 – and, when 
applied to jobs involving repetitive 
tasks, it can work like a dream.

But a growing body of research 
is revealing that when it comes to 
driving high performance in jobs 
that require even the most basic of 
cognitive function, cold hard cash 
alone just doesn’t cut it.

What’s even more surprising 
– and concerning – is that 
monetary perks can actually  
drive down enthusiasm, 
creativity and motivation.

As Daniel H Pink points out 
in his US bestseller, Drive: The 
Surprising Truth About What 
Motivates Us, research dating  
back to the 1950s has questioned 

the assumption that workers 
behave like economic robots, 
responding only to external 
incentives and disincentives. 

In fact, social scientists have 
been plugging away at this area for 
so long that many are foxed as to 
why business has been so slow to 
catch up.

Pink also illustrates how 
bonuses, especially ‘if-then’ 
rewards (‘if you do this, then you’ll 
get that’) can actually extinguish 
the intrinsic motivation that made 
someone love their job in the first 
place, turning work into a drudge, 
crushing creativity and even 
encouraging unethical behaviour 
to release the sweeteners. ‘If-then’ 
rewards can also become addictive 
and foster short-term thinking. 
Money certainly talks – but 
perhaps it’s not saying what  
you thought it was.

The problem is that traditional 
economic theory struggles to 
explain the many complex drives 
we humans have that are not 
purely financial.

psychology that tries to factor 
in the emotional biases that 
influence our decisions – has 
entered the mainstream with 
popular books such as Thinking, 
Fast and Slow by Nobel laureate 
Daniel Kahneman, and has been 
described by the Financial Times 
as “one of the hottest ideas in 
public policy”.

Rethinking how we motivate 
staff matters. Figures published by 
the Office for National Statistics 
(ONS) in October revealed that the 
gap between the productivity of 
UK workers and those in other G7 
nations has widened to its largest 
point since 1992.

The majority of companies 
surveyed by professional services 
firm Towers Watson offered an 
annual financial incentive to staff 
in 2012, often in the form of a 
company-wide bonus.

But having splashed out £37bn 
on them in 2012/13, according 
to ONS figures – adding up to 
an average of about £1,400 per 
employee – businesses will  

Dan Ariely, professor of 
psychology and behavioural 
economics at Duke University 
in the US, tells Professional 
Manager: “Just think about human 
accomplishment throughout the 
ages – it’s really not well described 
if you only think about money. 
The trigger for motivation at work 
includes lots of things, lots of 
wonderful things. 

“People have always been 
motivated by aspiration, 
challenges and achieving 
something difficult. But I think we 
missed that point somehow for a 
very, very long time.”

That is where a relatively new 
discipline comes in to help us try 
to make sense of the world.

“Behavioural economics is about 
experimenting,” says Professor 
Ariely. “It’s about believing that 
we don’t have the answer and we 
should just try different things. 
With that modesty comes the 
openness to try many things.”

Behavioural economics – a 
synthesis of economics and 

Pink has detailed a model for a 
new type of in-office motivation, 
composed of three ‘nutrients’: 
autonomy – the desire to direct our 
own lives; mastery – the urge to 
get better and better at something 
that matters; and purpose – the 
yearning to do what we do in the 
service of something larger than 
ourselves (see box above).

He argues that the latest wave  
of workers has different 
priorities: “Generation Y, who 
have recently begun entering the 
workforce, are shifting the centre 
of gravity in organisations by 
their very presence.”

This is because, just like the 
baby boomers – who, now in their 
60s, are reflecting on their lives 
and “reckoning with their own 
mortality” – Generation Y-ers  
do not rate money as the key  
form of compensation, but look  
for a like-minded team or a sense 
that they are giving something 
back to society.

“Rising expectations mean 
younger generations now 

HAS A PURPOSE THAT 
DELIVERS LONG-
TERM SUSTAINABLE 
PERFORMANCE
• Operates true to a purpose that serves society, 

respects the dignity of people and so generates 
a fair return for responsible investors

• Enables and welcomes public scrutiny of the 
alignment between stated purpose and  
actual performance

People have always been 
motivated by aspiration, 

challenges and achieving 
something difficult. But I 

think we missed that point 
somehow for a very long time

find that one recent study 
makes for painful reading. 
When researchers asked 1,000 
employees about the elements 
that motivated them most 
effectively, they concluded that 
“financial incentives are relatively 
ineffective motivators for the 
majority of staff ”.

As the UK continues to export 
routine jobs abroad, the jobs that 
do exist will increasingly require 
creativity, drive and thought. 
And, in that knowledge economy, 
financial considerations seem to 
take a back seat to purpose and 
passion, which poses its own 
problems for managers. In many 
ways, the financial remuneration 
is the simplest element to master.

Joe Gladstone, behavioural 
scientist and researcher at 
the University of Cambridge, 
says: “Salary is part of what 
management theorists call a 
‘hygiene factor’. While lacking it 
makes people feel demotivated at 
work, having lots doesn’t make you 
more motivated.”
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THE NEW INCENTIVES
W E  R AT E  T H E  B E S T  N O N - M O N E TA R Y  M O T I V AT O R S  I N  B U S I N E S S

Conditions
Even with flexible working, 
most staff will spend the 
majority of their working 
day in the office. 

This means that 
managers must focus on 
the physical space, along 
with communication, 
feedback, interpersonal 
relationships and 
teamwork. 

As Prof Cooper explains: 
“People now spend more 
of their waking hours in 
their office than they do 
at home. So, although 
having good colleagues 
and a pleasant working 
environment is not 
fundamental, it is quite 
important to get right.”

Gratitude 

“Most managers manage 
by fault-finding, not by 
praise,” says Prof Cooper. 
“People in the workplace 
get motivated when 
they’re told they’re doing 
a good job – they already 
know they’re going to be 
told if they do a bad job.”

John Sylvester, of P&MM 
Motivation, says that if 
you’re going to give a 
physical reward, make 
it one that – unlike cash 
– “triggers an emotional 
response”, such as flowers 
or a shopping voucher. 

In short, it’s the thought 
that counts.

He adds: “The cost of 
delivering a well-designed 
recognition programme 
is much, much less than a 
salary-based approach.”

Mastery
Pink defines mastery as 
“the urge to get better at 
something that matters”.

It is an impulse – where 
improvement is the goal 
far more than ultimate 
reward – that explains why 
people will spend hours 
at the weekend doing 
economically ‘irrational’ 
things like learning to play 
a musical instrument.

And Prof Cooper 
warns that equipping 
workers with extra 
skills is becoming more 
important: “Increasingly, 
people are expected to go 
beyond their core level 
of competence at work. 
Therefore, they need the 
training to do the other 
tasks that they didn’t have 
to do before the recession.”

Autonomy 

According to Daniel H 
Pink, having “the desire 
to direct our own lives” 
is our “default setting”, 
undermined only by 
“outdated notions” of  
what management is.

He insists that staff need 
autonomy over what they 
do, as well as when they do 
it, who they do it with and 
how they do it.

Prof Cooper adds: “When 
people go into the work 
environment, they want 
to be trusted and valued 
and they want to be given 
autonomy over the job 
they do, because in their 
lives generally they feel 
that they have less control 
than ever before. If they 
feel trusted, they’re likely 
to commit more to the job.”

Flexibility
Elements for bosses to 
consider include flexitime, 
enhanced maternity/
paternity leave provision 
and the opportunity to 
work from home.

“This is becoming a big 
issue because the UK 
has the longest working 
hours, behind the US, in 
the developed world,” says 
Professor Sir Cary Cooper. 
“And, in two out of every 
three families in the UK, 
both parents are working.

“What people are 
looking for is more flexible 
arrangements. Given the 
availability of technology, 
and that most of our 
companies are service- 
or knowledge-based 
businesses, it’s very  
easy to achieve.”

POWER RATING  POWER RATING POWER RATING POWER RATING POWER RATING 

The green, green 
grass of home

If you love somebody,  
set them free

Learning to fly Praise you Wondrous place

attribute less status to money 
and more to societal impact and 
personal growth,” Gladstone 
adds. “Companies can do much 
more to encourage employees by 
emphasising their commitment 
to improving the world through 
corporate social responsibility 
initiatives and innovation, rather 
than focusing only on starting 
salary and holidays. Rather than 
structuring employment positions 
around rewards, we should instead 
be structuring them around 
continual, meaningful progress 
towards goals.”

A mark, a yen, a buck or a pound 
is not, it turns out, all that makes 
the world go around.

This new motivational 
landscape may leave managers 
yearning for the days when 
they could feel content just 
writing out a bigger pay cheque 
to discontented staff. But Pink 
is far from pessimistic. Instead, 
he contends: “If we look at the 
science, I think we can actually 
build organisations and work lives 
that make us better off, and I think 
we also have the promise to make 
our world just a little bit better.”

Sir Cary Cooper, professor 
of organisational psychology 
at Lancaster University, 
recommends a “wellbeing  
audit” that is organised through 
the HR department and 
conducted anonymously across 
the whole organisation.

He also suggests bosses pose the 
simplest of questions to “find out 
where the problems lie”.

“Ask your employees what you 
can do to make them feel good 
about their job. Managers rarely, if 
ever, do that.” 
How does your organisation compare? 
See www.management2020.co.uk
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Rising expectations 
mean younger 
generations now 
attribute less status 
to money and more to 
societal impact and 
personal growth


