
[image: ]

The role of financial stimuli for maximising the motivation of employees amid a cost-of-living crisis: The case of Tesco
/Dissertation Proposal/



BA BUSINESS MANAGEMENT 
University of Wales Trinity Saint David 
Dissertation:LCBB6000
Dissertation supervisor:Amandeep Sahota 
Student name:Elitsa Ivanova 
Student ID:2123375




Table of Contents
Introduction	3
Research aim and objectives	3
Research questions	3
Justification of the research	4
Literature review	5
Cost-of-living crisis in the UK	5
Importance of employee motivation	7
Determinants of employee motivation	7
Methodology	9
Research approach	9
Research strategy	10
Primary data collection	10
Sample design	10
Secondary data analysis	10
Research ethics	11
Conclusion	11
References	12

[bookmark: _Toc173255809]Introduction 
The current proposal explains some of the key elements related to the creation of the intended research in the field of human resource management (HRM). The research considers the key role of employee motivation as prerequisite for achieving optimal employee and organisational performance (Hook and Jenkins, 2019). The focus on financial stimuli as a driver of employee motivation is explained in more detail below. Amid the current cost-of-living crisis, it is important to explore the changing role of financial remuneration (Harari et al., 2024). 
The proposal explains in detail the key aim and objectives of the study, the selected research questions, key literature sources and methodological propositions. Taken together, these key elements propose a detailed roadmap for the planned research of the specific case of Tesco – the largest UK retailer (Bedford, 2024). 
[bookmark: _Toc173255810]Research aim and objectives
The aim of the study is to evaluate the influence of financial compensation as a determinant of employee motivation in the case of Tesco. 
To achieve the main aim, several research objectives are considered, as follows:
1. To analyse the general role of employee motivation for individual and organisational performance. 
2. To identify from the theory the key determinants of employee motivation and the specific role of financial stimuli.
3. To explore the relative relevance of financial stimuli as a determinant of employee motivation based on contemporary data. 
4. To suggest evidence-based recommendations for improved employee management in the case of Tesco. 
[bookmark: _Toc173255811]Research questions 
The study also explores several research questions which are shown below.
1. What are the main factors affecting the level of motivation of employees at Tesco?
2. What is the impact of the currently provided financial stimuli on employee motivation?
3. How can Tesco improve its HRM process?
The proposal continues with the rationale for the study. 
[bookmark: _Toc173255812]Justification of the research 
There are several key reasons which motivate the current study.
First, the UK has experienced an unprecedented period of high inflation, reaching more than 11% per annum in 2022 (Harari et al., 2024). The cost-of-living crisis has caused a major decline in the purchasing power of households and economic uncertainty. Therefore, it is important to analyse with the most contemporary data whether the worsening economic situation has made financial remuneration a key factor affecting employee motivation.
Second, Tesco is a large organisation with 330,000 employees (Tesco, 2023). The management of such a large and diverse workforce is challenging. Hence, even incremental improvements in the process of HRM can deliver large-scale benefits for the organisation given the scale of its workforce size. The current research is motivated to identify such small improvements with new evidence which can be beneficial for Tesco.
Third, the unemployment in the UK is relatively low at a level of just 4.4% - quite a low level from a historical perspective (Trading Economics, 2024). This means that employees are a relatively scarce and expensive resource for organisations, including Tesco. Considering this, the current study is motivated to explore the role of financial stimuli to improve the overall process of HRM. Thus, Tesco can better manage the valuable human resources – a factor with a major impact on the company’s performance.  
Last, the author of the study is personally interested in the organisation and the subject of HRM. The existence of high personal motivation largely supports the conduct of the study. 
The arguments provide strong rationale for the creation of the study. 
[bookmark: _Toc173255813]Literature review
[bookmark: _Toc173255814]Cost-of-living crisis in the UK
This part of the proposal explains the manifestations of the cost-of-living crisis in the UK. First, the crisis was caused by exceptionally high inflation levels which exceeded the policy target of 2% per annum for an extended period, as shown below (Harari et al., 2024). 
Figure 1 – Changes in annual inflation in the UK (%)
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Source: Harari et al. (2024)
Second, the high inflation has had a negative impact on the purchasing power of UK households. Survey results indicate that most households experience affordability problems to afford even basic items, such as food, fuel, transportation and others (Harari et al., 2024). These findings indicate the severity of the cost-of-living crisis on the financial well-being of the UK citizens. 






Figure 2 – Problems experienced by UK households amid the cost-of-living crisis
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Source: Harari et al. (2024)
To fight the escalating inflation – the main cause of the cost-of-living crisis – Bank of England (BoE) has significantly increased the interest rates. The base rate already reaches 5.25% (BoE, 2024). The spike of interest costs has also affected mortgage rates and the overall cost of loans, as shown below (Harari et al., 2024). Thus, the cost-of-living crisis has had not only a direct impact on living expenses, but also an indirect one by lifting interest expenditures (Harari et al., 2024).
Figure 3 – Average interest rate of fixed rate mortgages (%)
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Source: Harari et al. (2024)
The analysis shows the negative impact of the cost-of-living crisis in the UK. The economic situation suggests that most employees may have become more sensitive to receiving adequate financial compensation amid a highly inflationary environment. Therefore, the investigation of the relative importance of financial compensation has solid empirical backing. 
[bookmark: _Toc173255815]Importance of employee motivation
Employee motivation largely determines the level of individual productivity, engagement, commitment and creativity in the workplace (Hook and Jenkins, 2019). Motivated employees are also found to be more loyal, thereby contributing to high retention rates (Hook and Jenkins, 2019). There are different models and approaches to achieve maximum employee motivation at work; hence, the evidence is quite diverse (Ramlall, 2004). 
The evidence shows that the retail sector in the UK is one of the areas with the lowest level of employee motivation which leads to excessive employee turnover of more than 50% per annum (ILC, 2024). Replacing an employee, who earns £25,000 per annum, is estimated to cost £30,614 on average because of recruitment, training and other costs together with initial productivity issues (ILC, 2024). Thus, poor motivation at work can be quite costly for companies. It also has a negative impact on the professional development of employees and organisations, including Tesco. Given these key findings regarding the role of employee motivation, the analysis proceeds with a discussion of some key theories. 
[bookmark: _Toc173255816]Determinants of employee motivation
Two theoretical models investigate the potential factors affecting employee motivation. Maslow (1943) identifies five groups of needs faced by individuals: physical, safety, social, esteem and self-actualisation needs. The Hierarchy of Needs model suggests that maximum motivation can be achieved by addressing the top-positioned self-actualisation needs; however, all previous levels of the pyramid-shaped model must be met accordingly (Acquah et al., 2021). 
In the context of HRM, the theoretical propositions require extensive policies and practices to address employees’ needs. Financial compensation mainly contributes to meeting the safety needs of workforce members (Acquah et al., 2021). Therefore, the model identifies the role of financial compensation as an important factor to maximise the safety needs of employees, thereby being one of the many determinants of motivation in the workplace.  
Figure 4 – Maslow's hierarchy of needs
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The second theory under consideration refers to Herzberg’s Two-Factor model, as shown below. Herzberg (1987) identifies two groups of factors: hygiene factors and motivators. Maximum employee motivation can be achieved by addressing the group of motivators: achievement, recognition, responsibility at work, job design, advancement and growth (Herzberg, 1987). Financial compensation belongs to the group of hygiene factors (Haque et al., 2014). Hence, the Two-Factor theory suggests that financial compensation cannot directly affect the level of employee motivation. Nevertheless, poor performance in any of the hygiene factors can cause dissatisfaction among employees, thereby negatively affecting motivation in the workplace (Herzberg, 1987). Considering this, HRM professionals must consider the provision of adequate financial remuneration to prevent poor morale among workforce members. 
Figure 5 – Herzberg's model
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Source: Haque et al. (2014)
The theoretical discussion suggests that financial compensation and stimuli can contribute to meeting the safety needs of employees (Maslow) or prevent dissatisfaction in the workplace (Herzberg). Thus, financial stimuli occupy an important part of the HRM process, although not being the most important determinant of employee motivation (Hook and Herzberg, 2019). 
[bookmark: _Toc173255817]Methodology 
The study relies on extensive primary and secondary data to reach evidence-based conclusions regarding the role of financial stimuli for maximising employee motivation amid a cost-of-living crisis. 
[bookmark: _Toc173255818]Research approach 
The research approach is deductive by applying a top-down type of knowledge creation from the general to the specific case of Tesco (Dudovskiy, 2024). The main theories of employee motivation are used to outline key research directions which are then used to analyse the organisation and extract new knowledge. Given these explanations, the current study aims to be a case study with a focus on Tesco. Case studies facilitate the focused examination of a specific case by considering key theories and empirical findings (Saunders et al., 2019). 
[bookmark: _Toc173255819]Research strategy 
The primary data is accessed from actual employees of Tesco who can share their experience with the company. The survey is needed to collect new information, thereby reflecting the most contemporary developments (Saunders et al., 2019). Surveys also deliver quantitative data which not only reveals the main trends, but also can be analysed with statistical methods – a key for an objective analysis (Saunders et al., 2019). In this case, surveys are also preferred based on their time- and cost-effective characteristics (Sekaran and Bougie, 2016). This is a main advantage in completing the project within the existing constraints in terms of strictly specified project deadline and limited resources.
[bookmark: _Toc173255820]Primary data collection 
The primary data collection process will be conducted via an online survey to maximise the reach of potential respondents, speed of data collection and level of convenience. The survey questionnaire aims at measuring the level of employee motivation, an assessment of different determinants of motivation in the workplace, as suggested by the theoretical models, as well as future intentions. Thus, the questionnaire structure will follow the propositions of the literature review, thereby addressing relevant areas of research. 
[bookmark: _Toc173255821]Sample design
The intended sample size is 30-50 respondents – current employees of Tesco with a diverse personal background and work experience. To maximise the reach and speed of primary data collection, snowball sampling is intended. This sampling technique requires the first group of participants to re-distribute the survey to their colleagues – an efficient way of reaching initially unknown by the researcher potential participants (Saunders et al., 2019). 
[bookmark: _Toc173255822]Secondary data analysis 
The current study also incorporates secondary data sources which are prepared by other authors and agencies. Secondary data provides a wide range of information which is usually free of cost, easily accessible and extensive (Sekaran and Bougie, 2016). Thus, it is possible to find important theoretical insights and background information about Tesco, the external environment and the key trends in employee motivation in the UK. In the current case, the secondary data analysis will include books, journal articles, statistical releases, industry reports, online publications and others.
[bookmark: _Toc173255823]Research ethics 
Strict ethical standards will be applied, especially as a part of the primary data collection process and human participation. The key ethical principles include voluntary nature of participation, informed consent, anonymity and confidentiality, harm avoidance, as well as safe data storage (Saunders et al., 2019). 
[bookmark: _Toc173255824]Conclusion
In conclusion, the proposal identified the key milestones of the intended research. The road map will be closely followed over the course of the study creation. Considering all, the proposal had an informative role and contributed with the clarification of the main methodological considerations, key literature findings, rationale, aims and objectives. The future study thus has a solid foundation to be created as planned. 
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