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Executive Summary

This research aimed to critically analyse whether pay is the main influence in attracting and retaining employees. The methodology included the gathering of primary and secondary data. 

Secondary data was captured within the literature review and through accessing organisational data such as exit interviews and current projects regarding pay. Primary data used a sample size of 44 employees of Bluestone. These employees were from a range of departments within Bluestone and were within a wide variety of age brackets. 

The results of the study revealed that the majority of employees feel that their pay is the most important factor in motivating them to stay in their current employment; it is also one of the main reasons people have left their previous employment. Employees seek competitive pay rather than settling for pay that is enough to live on, or settling just for fair pay. However, other factors can still be just as important such as reward and recognition, employee wellbeing and career development opportunities. 

It is therefore recommended that organisations adopt a competitive pay structure so that they can attract and retain employees. However, they must also consider other factors and have a broad range of motivational incentives. 
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1. Introduction

The purpose of this research is to assess the importance of competitive pay in relation to the attraction and retention of employees. The research will be conducted using Bluestone employees as the respondents, so that improvements can be made to increase retention and become an employer of choice. Responses will be confidential and anonymous so that employees can be truthful in their answers.

Bluestone is positioned within the hospitality sector with over twelve departments and has over 750 members of staff, from part-time workers on minimum wage to full-time workers on high salaries. 

Currently it is difficult to retain Bluestone employees, with exit interviews identifying 60% of workers as listing salary/benefits as one of the reasons they have exited the business. As budgets are tight due to investments/growth, it is difficult to gain authorisation for pay increases. A recent pay project was undertaken by the HR team; as part of this project there was an investigation into the rates competitors pay their employees, both in the UK and in the local area. These results were used to benchmark current pay against competitors’ pay and found that in most instances competitors’ pay was higher. Therefore, this research should help support the pay project and assist in the decision of increasing the pay for all employees. 

This could therefore benefit different stakeholders; Bluestone employees could be more motivated at work and managers could have good attrition rates and their team morale will be increased. It could also save the business money in the long-term by decreasing the cost of recruiting and training new employees. Horn (2009) identified several reasons for choosing a research project; this study fits into the ‘burning desire’ strategy, as it is something of interest to me, as well as the ‘practical problem’ strategy, as it is a key area of concern to the business. 

Aim:
The aim of this research is to critically analyse whether pay is the main influence in attracting and retaining employees. 

Objectives:
· To identify the factors specifically affecting the retention of employees
· To investigate the factors that attract candidates to a new role
· To assess whether employees feel that pay should be competitive rather than ‘fair’ or ‘enough to live on’
· To ascertain whether employees would be motivated by money to leave their current employer


2. Literature Review

There has been previous research undertaken into the motivators of employee attraction and retention.  CIPD (2018a) defines retention as the extent to which an employer retains its employees; therefore the employees remain working at the organisation, thus reducing turnover. CIPD (2018b) identifies attraction as generating interest from potential candidates. Some research agrees that pay is the main motivational factor whereas other research disputes this; finding that there are other more important factors that employees take into consideration when remaining at their current workplace or being attracted to a new organisation. A well-known model of motivation was created by Herzberg (1968), which identified job characteristics as being factors for satisfaction or factors for dissatisfaction. Factors for satisfaction include recognition and growth whereas factors of dissatisfaction include work conditions and salary. This has formed the basis for many engagement strategies which influence the attraction and retention strategies that organisations adopt. Further research has been conducted into these factors and has suggested which are the most influential. 

2.1 Pay as the main influencer for attracting and retaining employees

Many researchers agree that competitive pay is the main influencer in attracting and retaining employees within organisations. Rynes, Gerhart and Minette (2004) found that HR professionals can underestimate the importance of pay as employees can sometimes act differently to the answers they give in surveys. They also note that pay helps to achieve almost all of Maslow’s hierarchy of needs; and therefore it is the main motivator for employees. Schlechter, Hung and Bussin (2014) concur as they found that respondents considered high levels of base pay, staff benefits and variable pay to be the most significant job attraction factors, with base pay being the main draw. They therefore suggest these three factors to be included in talent strategies, but staff benefits and variable pay should not be used to compensate for low base pay.


2.2 Other factors as the main influencers for attracting and retaining employees

Several authors state that pay should be fair and enough to live on to motivate and retain employees, suggesting that pay does not have to be competitive. CIPD (2016) suggest that employees will be dissatisfied with pay increases if it is not in line with inflation. They note that the most popular reason for dissatisfaction in the amount of pay they receive is that is it isn’t enough to balance the cost of living.  Olsen (2018) agreed with this view, and found that fair-pay principles give organisations the upper-hand when attracting and retaining talent. If employees feel that they’re underpaid or not being treated fairly they are less likely to be engaged and productive. He also found that 60% of employees would not apply for a job where there was a gender pay gap. This suggests pay is an important factor but as long as it is fair and enough to live on then other factors are more important.  

Other research found that other factors are more important than pay when attracting and retaining employees. Simms (2015) argues the view that money is a motivator for employees and suggests that to improve performance, organisations need to offer incentives including giving them more autonomy, training and developing them, and giving them a purpose. However, it is also noted that this would be difficult to implement if pay was already used as a reward. Govaerts et al (2011) identified that workplace learning is one of the most important factors that organisations need to consider when retaining employees; they need to be given tasks they are capable of and should provide opportunities to learn more. Therefore, this supports the view that the nature of the role and opportunities for training and development are more influential than pay when attracting and retaining employees.  

2.3 Influences vary depending on the employee
 
As a balanced viewpoint, many researchers found that pay is an important factor when attracting and retaining employees but other factors are just as important depending on their stage of employment and their personal needs. CIPD (2019) suggest that pay used to be a strategy to recruit, retain and motivate employees, but this in time has changed and different rewards should be used at different stages of the process. For example, new employees are likely to value training and a career path, whereas existing employees are more likely to value reward and recognition. Hiltrop (1999) also agreed that motivations are variable, concluding that HR needs to adapt its approaches depending on who the target group is for the particular vacancy. This would be a logical approach as different people have different motivations. For example, one individual could be looking for an organisation where they are supportive of health issues so pay doesn’t have to be high; whereas another individual could mainly be motivated by money so would look for an employer that offered competitive salaries. Chew (2004) also had an objective view and found that employee retention depended on a combination of HR practices as well as organisational factors. HR practices include pay, benefits and reward whereas organisational factors include company culture and relationships with colleagues. Therefore, organisations must consider both elements when creating an attraction and retention strategy. 

3. Methodology

This research requires both primary and secondary data; primary data is collected from first-hand sources and secondary data uses sources such as books and journals. Anderson (2013) suggests that research projects should begin with reviewing secondary data before collecting the primary data, in order to be effective.  

Anderson (2013) also states the difference between positivist and interpretivist approaches to research. Positivist approaches focus on proving/disproving a theory; whereas interpretivist approaches aim to find out what people think. For this research project, the interpretivist approach will be used as the aim is to find out what people value in an employer. 

For the purpose of this research, surveys are to be used. Therefore, the majority of questions will be quantitative data. Anderson (2013) states that quantitative data identifies what is happening, however qualitative data helps understand why. Within the survey there will be several ‘open questions’ to probe for further information. Taylor and Wilkinson (2013) note that surveys are cheaper and have a better response rate as they are more convenient and quicker than interviews. As Bluestone employees are often on different shifts or extremely busy, this seemed like the best method. 

The survey is to be sent to all employees via the online L&D platform. This will therefore give a fair representation of the business and can also target a mixed group of ages. The survey will be online and will be confidential and anonymous. Due to needing a ‘ranking’ question, SurveyMonkey was identified as one of the only online survey packages that could be used for this research. To make sure the research was ethical, GDPR was taken into consideration by reading SurveyMonkey’s GDPR policy; employees are to be informed that the research 	is for a college-study so that they are aware of how the data is going to be used. A benefit of online surveys is that there are no paper copies that can be lost or read by other people. However, there could be a risk of an online data breach. 

Data will be analysed by collecting the responses from the survey and cross-referencing them. 

4. Findings / Discussion
	
This study suggests that pay is one of the most important factors in motivating employees. Salary/hourly rate was listed as the main motivation for over 34% of respondents. Over 25% of respondents listed it as the second most important factor, therefore suggesting that for over half of employees it is within their top two motivational factors. This concurs with the findings of Schlechter, Hung and Bussin (2014). 

Also listed highly as a motivational factor was the nature of the role, with over 39% of employees listing it within their top two motivational factors. It is also worth noting that employees mentioned work/life balance as another important factor. This includes flexible working, travel distance and hours that suit family life. This concurs with Chew (2004) who noted that a mixture of pay and benefits are necessary to attract and retain employees. The graph below shows these findings, as the ratings are given a score out of ten. 
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The reasons listed as the motivational factors correlate with the findings regarding the reasons employees left their previous employment. Over 36% of people had left due to their salary/hourly rate, with 29% of people leaving due to the nature of the role. However, 36% of people also stated that they left due to a lack of career opportunities. Other common factors were wellbeing not being looked after, a lack of recognition and reward, and relocation. This is shown in the graph below.
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Over 51% of employees were happy with their pay but would be more motivated if their pay was higher, this is shown in the graph below. Only 23% of employees were unhappy with their current pay. Over 72% of respondents concluded that they were not looking for alternative employment; this correlates with the 74% of respondents that said they were happy with their pay. This therefore suggests that the 23% that are unhappy with the pay are the people looking for employment elsewhere.  
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Of the 44 respondents, 74% would only consider a job if the pay was competitive or is more than other similar vacancies. Over 52% of employees would leave their current job for more money, with 18% of those strongly agreeing. This disputes the view of CIPD (2016) and Olsen (2018) who both suggested that pay needs to be fair and enough to live on, rather than competitive. The results from the primary research are shown below.
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5. Conclusions
	
From undertaking the primary research and from studying other research, it is clear that pay is extremely important to attract and retain employees. The majority of employees feel that their pay is the most important factor in motivating them to stay in their current; it is also one of the main reasons people have left their previous employment. 

It can also be concluded that employees are attracted to competitive pay rather than fair pay. The correlation between employees who are unhappy with their pay and employees who are seeking new employment leads to the conclusion that pay is a main factor in retaining employees. 

Another conclusion that can be made from this study is that employees need to enjoy the nature of their job so organisations must recruit the applicants that have a passion for the role.  

It can therefore be concluded that pay is one of the highest forms of motivators in employee attraction and retention, but it is important to have a wide range of benefits to work coercively; such as reward and recognition and employee wellbeing.
			
6. Recommendations for change

Based on these conclusions, it is recommended that organisations should adopt a competitive pay scale which is fair but competes with other organisations. However, this should be encompassed within an overall attraction and retention strategy which also includes schemes for recognition and reward, wellbeing, and development opportunities. Recruitment policies should include guidance on the importance of sourcing a candidate who is passionate about the role so that employees are motivated within their job, and don’t leave, due to the nature of the role.

Although this is more costly for organisations due to increased payroll, it could far outweigh the cost of doing nothing. If pay is not competitive then it could lead to increased turnover which would in turn cost more in recruitment and training. 

Limitations
 
With full-time work and assignments to complete, it was difficult to find the time to prepare, conduct and analyse the research. With more time, it also would have been more beneficial to follow the surveys up with a more qualitative research method such as interviews or focus groups. Quantitative data can be effective but it is limited as respondents can’t give detailed answers. 

Online surveys can mean that questions are left blank and some may appear unclear to respondents. People may feel like they can’t be honest, however it may be easier to be honest in an online survey rather than within an interview or focus group. 

Although the survey was sent to over 750 people, there was a lack of respondents with only 44 completing it. This has given the research less value than if there were more respondents. However, it is still a good sample size to gain an insight into the research topic.

Another limitation was gaining the approval to send the surveys out to staff, as pay is a contentious issue and staff could get the wrong idea. However, by informing them of how the data was to be used this issue was resolved. 
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Appendix 1: Survey questions


Employee Motivations

Please fill in the survey so that research can be done into the main influences in attracting and retaining employees. Thank you!

1. Please select which age group you fall into.
Under 18
18-24
25-34
34-44
45-54
55-64
65+

2. Order your motivations/incentives in order of importance, 1 being the most important.
Salary / hourly rate
Staff benefits
Wellbeing at work
Career development opportunities
Recognition and reward
Nature of the role
Relationships with colleagues
Empowerment
Job security
Business reputation

3. Are there any other motivations you consider important that aren’t listed above? If yes, please state what it is and where it would fit within the order you chose. 

4. What was the reason you left your previous employment?
Salary / hourly rate
Lack of staff benefits
Wellbeing not looked after
Lack of career development opportunities
Lack of recognition and reward
Nature of the role
Relationships with colleagues
Lack of empowerment
Lack of job security
Business reputation
Other

5. If you answered ‘Other’, please state the reason. (Put N/A if you didn’t select ‘Other’ or if you would prefer not to say).

6. Are you happy with your current pay?

Yes, I am happy with my current pay.
Yes, but would be more motivated if it was higher.
No, I think my pay should be higher.

7. Are you currently looking for alternative employment?
Yes
No

8. Which statement do you agree with? I would consider a job if…
The pay is enough to live on
The pay is fair
The pay is competitive
The pay is more than other similar vacancies

9. I would leave my current job for a job with more money.
Strongly agree
Agree
Disagree
Strongly disagree

10. Do you have any further comments on your motivations for staying in your existing role or applying for a new job?
1
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