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Read the case study below and answer the questions that follow.

Appraisals

Businesses invest in people in the same way that they invest in a machine; 
the purpose of doing so is to gain some return from the worker. The cost 
of hiring that worker needs to be less than the revenue that the worker 
helps to generate in most cases. It is in a business' interest therefore to 
ensure that the worker is motivated and that labour productivity is in-
creased. Such an increase can help to keep costs under control and make 
the business more competitive.

One way of trying to improve motivation in the 
workplace has been the development of perform-
ance management systems. These typically involve 
the setting of agreed targets between worker and 
the business and a meeting at least once a year 
with the worker to discuss performance. At such 
a meeting, called an appraisal, the worker has the 
chance to have their say; to comment on their own 

performance, say what prevents them from being more productive, what im-
provements they would like to make and the setting of new targets for the com-
ing year.

The theory has some validity but the practice might be very different. The rela-
tionship between the worker and the person who conducts the appraisal is criti-
cal to the success of the whole process. The worker has to feel con® dent that 
they can speak candidly about their working environment. The person leading 
the appraisal; the appraiser, has to have particular skills to facilitate the meet-
ing successfully and once the appraisal has ® nished there has to be an on-going 
process to ensure that the needs of the worker are being met to enable the tar-
gets set to be reached.

How does the system work in practice? The organisation Investors in People (IIP) 
has recently published a report into appraisal. It surveyed 2,900 workers and 
found that 29% of people felt that appraisal was a waste of time. 44% of those 
surveyed said that they thought their appraiser had been dishonest. IIP said that 
continuous feedback over the year was important and where this was not pro-
vided could reduce the effectiveness of the appraisal process. In addition, they 
said that if appraisers did not deal with dif® cult issues that this would also be a 
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source of friction and reduce the effectiveness of the appraisal. One of 
the sticking points in many performance managements systems is the 
extent to which the process is linked with pay. Many workers believe that 
it is dif® cult to divorce the two and for this reason are unlikely to embrace 
the philosophy fully if it means acknowledging their own weaknesses and 
limitations.

Source: Adapted from Biz/ed `In the News'  http://www.bized.co.uk/cgi-bin/chron/chron.pl?id=2982
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(a) (i) Explain, with the aid of a numerical example, what is meant by the 
term ` labour productivity'.
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
...................................................................................................         (4 marks)

(ii) Explain how a rise in productivity might lead to a fall in average costs even if 
an employee was paid a higher wage.
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
...................................................................................................         (4 marks)

(b) Analyse two advantages to a business of using ® nancial methods to motivate 
workers.
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
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..................................................................................................................

..................................................................................................................

..................................................................................................................

..................................................................................................................

..................................................................................................................

..................................................................................................................

..................................................................................................................

..................................................................................................................

..................................................................................................................

..................................................................................................................

...........................................................................................        (8 marks)

(c) To what extent would you agree with the view that performance management 
systems that use appraisals are a `waste of time'?
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
.......................................................................................................................... 
.......................................................................................................................... 
.......................................................................................................................... 
..........................................................................................................................
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..................................................................................................................

..................................................................................................................

..................................................................................................................

..................................................................................................................

..................................................................................................................

..................................................................................................................

..................................................................................................................

..................................................................................................................

..................................................................................................................

..................................................................................................................

...........................................................................................      (11 marks)

(d) Evaluate the ways in which a business might motivate its workers other than 
through the use of appraisals.
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
..........................................................................................................................
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..................................................................................................................

..................................................................................................................

..................................................................................................................

..................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

..........................................................................................................   (13 marks)
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Mark Scheme

Total for this question: 40 marks

(a) (i) Explain, with the aid of a numerical example, what is meant by 
the term ` labour productivity'. (4 marks)

Content
2 marks

Application
2 marks 

Level 2 2 marks
Candidate demonstrates 
good understanding of 
labour productivity

2 marks
Candidate provides example to 
illustrate the term using an appro-
priate numerical example

Level 1 1 mark
Candidate demonstrates 
some understanding of 
labour productivity but 
confuses productivity with 
production

1 mark
Candidate offers limited example 
and does not use a numerical 
example

Labour productivity measures the output per worker per period of time. An 
appropriate numerical example might be of the type: If  30 workers produce 
600 items in a week then the labour productivity of each worker is 600/30 = 
20 units per week.
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(ii) Explain how a rise in productivity might lead to a fall in average 
costs even if an employee was paid a higher wage. (4 marks)

Content
1 mark

Application
1 mark

Analysis
2 marks

Level 2 2 marks
Candidate shows that 
if productivity rises by 
higher proportion than 
wages, AC will fall

Level 1 1 mark
Candidate recognises 
meaning of the term 
average costs as part 
of the explanation

1 mark
Candidate makes a link 
between productivity 
and average costs

1 mark
Some attempt to ana-
lyse but demonstrates 
confusion

Average cost of labour is the total cost of labour divided by the     amount 
of output produced
If wages rise the total cost of labour will rise
If output rises by a greater proportion than the rise in wages the produc-
tivity will increase and the average cost of labour will fall

*

*
*
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(b) Analyse two advantages to a business of using ® nancial methods to 
motivate workers. (8 marks)

Content
2 marks

Application
2 marks

Analysis
4 marks

Level 2 2 marks
Candidate identi® es 
two relevant factors

2 marks
Candidate's answer 
relates the advantages 
to relevant theories of 
motivation.

4 - 3 marks
Good analysis of the 
two advantages with 
clear development 
shown

Level 1 1 mark
Candidate identi® es 
one relevant factor

1 mark
Candidate makes lit-
tle attempt to apply 
knowledge of theories 
of motivation to the 
answer

2 ± 1 marks
Limited analysis provid-
ed ± maybe linked to 
one advantage only or 
simplistic development 
of two advantages

Relevant answers may include the following:

There is a perception that money is a method of motivation and that out-
put might rise as a result of the incentive of earning more money
Using ® nancial methods is often clear and unambiguous whereas other 
non-® nancial methods can seem more discretionary and unfair to workers
The business can plan more effectively knowing what the likely cost is go-
ing to be in relation to the anticipated rise in output.

*

*

*
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(c) To what extent would you agree with the view that performance 
management systems that use appraisals are a `waste of time'? (11 
marks)

Content
2 marks

Application
2 marks

Analysis
3 marks

Level 2 2 marks
Candidate offers at 
least two relevant 
points or shows some 
understanding of the 
role of PM systems 
and appraisal 

2 marks
Candidates answer is 
directly related to the 
information provided 
in the case study. The 
source material is used 
with good effect

 3 marks
Good analysis of ar-
gument with points 
offered being well 
developed and using 
appropriate terms and 
concepts

Level 1 1 mark
Candidate offers 
one relevant factor 
or shows some un-
derstanding of either 
performance manage-
ment systems or ap-
praisal but not both

2 ± 1 marks
Candidate makes little 
attempt to use the case 
study material ± an-
swers are generic

2 ± 1 marks
Limited analysis of 
argument. Points made 
but only simple devel-
opment provided

For Evaluation , you should award marks using the grid below.

Note:  Evaluation also assesses candidates' quality of written communication. 
When deciding on the level to be awarded, consider the degree to which the 
candidate orders and communicates his/her ideas.

Level Descriptor Marks

E3

Candidate offers a judgement and provides a clear justi® cation in 
support.
Ideas are communicated using a logical structure with appropriate 
use of terms and concepts. The quality of written communication 
is almost faultless.

4

E2

Candidate offers a judgement and some limited support.
Ideas are communicated with some structure but the use of ap-
propriate terminology and concepts will be more limited than that 
in E3. Quality of written communication will be of a good stand-
ard but with occasional errors. 

3-2

E1

Candidate offers a judgement but does not offer any support for 
the judgement.
Ideas are communicated in a simplistic way with little or no use 
of appropriate terminology and concepts. The quality of written 
communication is poor with frequent errors evident.

1
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Relevant answers might include the following:

Performance management systems can give employees some sense 
of empowerment
The degree of trust between the appraised and the appraiser is criti-
cal to success
Appraisal must be followed up by regular meetings and contact to 
reinforce and monitor the agreements and targets made
Appraisal linked to pay can cause problems in encouraging honesty 
and objectivity from both parties
If the process is seen as a tick box exercise by all in the organisation 
it is likely to be a waste of time
Appraisals, if the process is tried and trusted, can be a positive force for 
change in an organisation
The administration that goes to support PMS can be seen as being exces-
sively burdensome and take people away from the core tasks

*

*

*

*

*

*

*



`*

Exam Practice #2

11

(d) Evaluate the ways in which a business might motivate its workers 
other than through the use of appraisals. (13 marks)

Content
3 marks

Application
3 marks

Analysis
4 marks

Level 3 3 marks
Candidate offers at 
least three relevant 
ways and shows good 
understanding of the 
meaning of motivation

Level 2 2 marks
Candidate offers at 
least two relevant 
ways and shows  some 
understanding of the 
meaning of motivation 

3 marks
Candidates answer 
® rmly linked to the case 
study and makes good 
use of the information 
provided in their an-
swer

4 - 3 marks
Good analysis of ar-
gument with points 
offered being well 
developed and using 
appropriate terms and 
concepts

Level 1 1 mark
Candidate offers one 
relevant way and 
shows a limited under-
standing of the mean-
ing of motivation

2 ± 1 marks
Candidate makes lit-
tle attempt to use the 
information presented 
in their answer ± the 
response is generic

2 ± 1 marks
Limited analysis of 
argument. Points made 
but only simple devel-
opment provided 

For Evaluation, you should award marks using the grid below.

Note:  Evaluation also assesses candidates' quality of written communication. 
When deciding on the level to be awarded, consider the degree to which the 
candidate orders and communicates his/her ideas.
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Level Descriptor Marks

E3

Candidate offers a judgement and provides a clear justi® ca-
tion in support. 
Ideas are communicated using a logical structure with ap-
propriate use of terms and concepts. The quality of written 
communication is almost faultless.

4

E2

Candidate offers a judgement and some limited support.
Ideas are communicated with some structure but the use of 
appropriate terminology and concepts will be more limited 
than that in E3. Quality of written communication will be of a 
good standard but with occasional errors. 

3-2

E1

Candidate offers a judgement but does not offer any support 
for the judgement.
Ideas are communicated in a simplistic way with little or no 
use of appropriate terminology and concepts. The quality of 
written communication is poor with frequent errors evident.

1

Relevant answers may include the following:

Businesses might use methods such as bonus payments, health insurance, 
life assurance, team building exercises, days out, additional holidays or 
breaks, the availability of training, the availability of  ̄exible working prac-
tices such as working from home, company cars, discounted products or 
services, share ownership schemes, subsidized meals, provision of uniform 
and so on
The type of motivational technique used will be dependent on the type of 
job involved and the individual
Good knowledge of the employee and his/her needs might help make the 
motivational technique chosen more effective
If the employees job is tedious and repetitive, motivating those workers 
might be far more challenging
Gaining trust of the employee in building the right motivational meth-
ods is essential ± the employee has to see some tangible bene® t to them 
selves
Motivational methods may not work if the employee feels alienated from 
the business ± especially those that have been working in the same busi-
ness for a lengthy period
The cost of the motivational method employed must be outweighed by 
the bene® t to the business concerned.

*

*

*

*

*

*

*


