
[bookmark: _GoBack]Employee Reward Strategies in British Airways

JIAXIN LI
1911678

An Individual Assignment Submitted to the Course of Employment Relations & Reward
Teacher: Dr. Deberoh Rees


University of Wales Trinity Saint David





Content
1.0 Introduction …………………………..……………………………………….....2
2.0 The importance of employee reward strategies … ………..…………………......2
2.1 The changes of reward in the last decade ...…………………..……………….3
2.2 Diverse perspectives on employee rewards…….………………..…………….4
2.3 The driving factor and challenge of rewards…………………………………..5
3.0 The challenges of owners in British Airways……………..…...…………………6
3.1 The impacts on employees………………..…………...…..……………………...7
3.2 The impacts on Trade Unions………...…..………..………….......……………...8
3.3 The impacts on customers……...…..………..………….......…………………….8
4.0 Diverse reward strategies……...…..………..………….......…………………….9
4.1 Refuse the desired pay increase……...…..………..………….......……………9
  4.2 Non-financial benefits………………………….......…..………..…………....10
4.3 The final recommendation for British Airways……….......…..………..……..11
[bookmark: OLE_LINK18]5.0 Conclusion………………………..…………………….………………………..11
6.0 References………………………..…………………….………………………..12
 





1.0 Introduction
  British Airways Plc as the largest scheduled international airline in the UK, supplies scheduled passenger services and air cargo services. The figures indicate that revenue of British Airways is over 17,000 million dollars and there are 42,384 employees in British Airways (MarketLine, 2020). Because of its revenue growth, strong market position and brand image, British Airways has gained competitive advantages and promoted the sustainable development of the corporation (MarketLine, 2015). The efforts of employees are indispensable for development of British Airways. It is significant for British Airways to manage abundant of employees, especially establishing the rewards systems to maintain a relatively suitable and satisfying salary system and incentive employees to contribute to the corporation, eventually improve the profit of British Airways. 
[bookmark: OLE_LINK16]2.0 The importance of employee reward strategies
  There are large series of aspects in rewards, which every element of compensation and benefits is considered reward. According to the CIPD, rewards refers to associated with all financial provisions, including pay and benefits like pensions and paid leave (CIPD, 2019). In addition, the pay divides into the fixed pay and total earnings. The fixed pay guarantees employees the cash wages they deserve for the duration of the contract, while the total earnings are the base pay plus additional variable earnings. Both the fixed pay and total earnings play essential roles in attracting, retaining and motivation employees. In contemporary human resources market, talents are crucial resources for a corporation, which corporations utilize various benefits to attract abundant talents, such as concierge services to pension schemes, private healthcare and company cars (Jamie King, 2018).
  The term ‘total reward’ slightly differs from the reward, which total reward covers more value given to the employees than the reward, including development opportunities and flexible working opportunities. There is no denying the fact that employers acknowledge that the combination of tangible and intangible rewards is more conductive to attract and develop employees, and total reward generates a profound impact on both employers and employees (CIPD, 2019). There are five essential elements of total reward: compensation, benefits, work-life, performance and recognition and developmental and career opportunities (Worldatwork, 2020). Every corporation is responsible to establish a strategic reward system to cover these five elements, while some employers ignore one or fail to integrate properly with the corporate strategies. The valid approaches were proposed to summarize various total reward models, such as holistic, integrative, customised (CIPD, 2019). These methods promote the development of total reward and meet the needs of employees. For instance, an organisation offers professional positions for excellent employees, as well as concentrates on traditional pay and benefits to achieve a mix of cash and non-financial rewards.
2.1 The changes of reward in the last decade
[bookmark: OLE_LINK1][bookmark: OLE_LINK2]  In the contemporary corporations, a simple reward strategy cannot win the hearts and minds of employees, since mental needs and well-being have become essential parts in life of employees. It is reflected that one change is rewards have changed from simply wellness programs to diverse program to address physical, mental and financial needs of employees (Deloitte, 2019). It is significant to focus on the recognition and appreciation in reward strategies. Employers need to grant employees sincere recognition, which express meaningful words and acknowledge, rather than ‘good job’ or ‘well done’. In contemporary business management, there are lots of leaders deeply learning Emotional Intelligence and empathy, in order to better understand employees and address issues from the perspectives of employees (Matt Norbury, 2019). The reward strategy is related to Emotional Intelligence, which to really understand what rewards can motivate employees to be more productive and positive for business. Reward is no longer traditional pay and bonus, which it becomes more flexible and customised. According to different employees and situation, to develop the corresponding reward strategies is the scientific method of reward.
2.2 Diverse perspectives on employee rewards
  From the textbook, the simplest reward system is linking pay and performance, which higher performance of employees, the more they will be paid. There are two common approaches are commission-based pay and profit-related pay, closely relating to performance of employees and return of corporation (Klerck, et al. 2011). The textbook gives a summary of the reward system and strategies, which focuses on methods of wage to address financial needs of employees.
  Daniel Pink is a writer on business and management, who proposed a famous book that focused on three important elements of intrinsic rewards: autonomy, mastery and purpose. His view is that basic financial reward systems have little work, and they lead to worse performance of employees, consequently he came up with internal approaches to motivate employees to actively and positively improve performance (Gary Martin, 2017). He advocated that allowing self-direction is a valid method to empower employees to manage their own time, technique and task. Employees are satisfied their personal achievements and progress, which become their internal drive to improve contribution for corporation.
[bookmark: OLE_LINK17]2.3 The driving factor and challenge of rewards
  To face global competition, corporations should increase flexibility and resilience to address more complex and unknown situation. Global innovations and knowledge-intensive services have developed under globalisation, which they require abundant highly skilled employees with advanced degree. Corporations invest and discover intangibles assets, which are essential to the success of the value chains (McKinsey Global Institute, 2019). This is one of the factors of drive reward, as employees need to retain and attract a large pool of talents that could promote innovation and knowledge-intensive services to corporation and improve its global competitiveness. 
  In the management of employees, if employee voice is ignored, it may lead to employee dissatisfaction and even contribute to information failure. Employees remain silent since they believe that their voices are useless and cannot solve any issues (Schipani, C.A. et al, 2016). This situation may emerge in bureaucracy, which impedes the flow of information and employee voice. Employer is not aware of needs of employees, consequently reward system is not suitable for employees. Effective employee voices are capable to influence decisions and have the level at which voice is expressed, like tasks, departmental or corporate (Wilkinson A, et al. 2018). It is suggested that providing a flexible and customized reward system to meet personal and professional needs of employees based on their voices. 
3.0 The challenges of owners in British Airways
  From 2018, the chief executive of British Airways received considerably high salary rise of 60% compared with previous years. This was significant par rises, which acquiring profits from shrinking legroom and cancelling free food on short-haul flights (James Salmon, 2018). There were employees, organizational members and media commenting that reward system of British Airways was unreasonable and failing. For owners in British Airways, there is less budget to face external threats and unforeseen situation.
[bookmark: OLE_LINK3]  Now the whole world is in a seriously dangerous circumstance— fighting the COVID-19. A large series of companies are experiencing huge losses, particularly airlines, as the demand for transport has been greatly reduced and abundant aircraft would be grounded. The head of the International Air Transport Association claimed the industry losses would be probably more than 90 billion pounds. There will be financial crash and jobs will be lost in British Airways (Skynews, 2020). However, under huge financial pressure, British Airways decided with trade unions GMB to suspend 30,000 cabin crew and ground staff, and allow them to receive 80% of base pay and allowances (MarketLine, 2020). The high pay for the chief executive of British Airways means less budget to address the economic cost caused by the virus and the base salary of staff. Because of the unpredictable situation, British Airways has been under enormous financial and operational pressure to make up huge costs, especially after implementing the reward system.
3.1 The impacts on employees
  According to the Equity Theory, fairness is related to input and output. when the perceived input is greater than the perceived output, leading to perceptions of unfairness (Cromer et al. 2015). In the workplace, the work effort and contributions of employees are inputs, and income of employees is outputs. They tend to agree that the balance between income and effort is fair, and some employees dislike deviations from a proportional distribution (Alexander et al. 2014). When employees compare inputs and outputs to the chief executive of British Airways, they may feel the distribution of the wage system is short of fairness, which the work performance of the superiors cannot match their salary.  
[bookmark: OLE_LINK4]  The Maslow’s hierarchy of need theory put forward the concept of self–actualization needs, which meet self-actualization needs of employees based on physiological needs and esteem needs (Cardy and Selvarajan, 2004). To Meet self-actualization needs of employees requires employees to be actively involved in work and management to stimulate their potential to enhance the productivity of organisation (Stewart C and Stumpf, J. 2018). However, British Airways did not involve employees in management of reward system, resulting in a lack of enthusiasm and satisfaction among employees. In the competitive human resources market, dissatisfaction and unfair treatment of employees may lead to turnover, which generates job vacancies and talents loss to the corporation.
3.2 The impacts on Trade Unions
[bookmark: OLE_LINK5][bookmark: OLE_LINK6]  According to the National Statistics, trade union membership in 2018 was approximately 579,000 fewer than in 2008 (National Statistics, 2019). There are several reasons for the decline in trade union members, one of which is that union cannot effectively protect their members from being confused by layoffs, pay and benefits, inducing employees receive little assistance and support. British Airways pilots and employees have become dissatisfied with the current reward system, and even they have lost trust and confidence in unreasonable and unfair management (Basit Mahmood, 2019). However, trade unions did not grant valid solutions or help to the employees, and the pilots had to take the action of strike to express their dissatisfaction to British Airways, which caused huge loss to British Airways, employees and customers. Consequently, trade union members have fallen because of doubts of its competence.
3.3 The impacts on customers
  British Airways has increased the salary of the chief executive by cutting benefits, which cancelling free meal on short-haul flights and shrinking legroom to squeeze in more passengers. In this method, it has increased extra food and travel costs for customers. Due to the fact of unreasonable reward system, the attitude and performance of employees become negative, the service quality will be greatly reduced, resulting in customer dissatisfaction. When there is a discrepancy between customer expectation and perceived service performance, customer dissatisfaction will be generated because the demand of service cannot be satisfied (Simon and Anthony, 2014). The attitude of customers directly affects their behavioral intention. For instance, complaints or dissatisfaction of customers may lead to the abandonment of British Airways, and even the intentions to switch to a competitor. 
4.0 Diverse reward strategies
4.1 Refuse the desired pay increase
  Corporations receive direct or indirect demands of pay increase from employees, while some employers choose to refuse the expected wage increase. This method is beneficial to save costs and reserve more funds to face external threats. Another advantage is that the reward system can be more conveniently and effectively managed to some extent, since each employee owns different salary expectations and employers cannot meet all needs. For instance, some employees proposed desired pay increase will be much higher than the level of performance and contribution, which it will be unfair to other employees who have produced equal performance. The approach of refusing the desired pay increase may achieve a balance of salary in the workplace.
  However, when the employer refuse raise request from employees, it has dented morale and put them in an awkward position. There is statement indicated that employees need growth to maintain motivation and enthusiasm. If employees keep in the same level, they will become disengaged and bored, leading to reduce their quality of work and efficiency (Rea Regan, 2020). Some employees are rejected badly for pay increase, which they may decide to leave the organsation because they think they take on additional responsibilities or they feel their wage is below the market rate. For the corporation, this caused a loss of talent and competitive edge.
4.2 Non-financial benefits
[bookmark: OLE_LINK9]  In contemporary reward strategies, non-financial benefits have become the choice of most employers to retain, motivate and attract talents, including career development, administrative support, recognition of achievements and other intangible benefits. There is a survey indicated by experts demonstrate that the organisations hope to achieve the targets through recognition, which 84% of employers hope to create positive work environment and 76% want to reinforce desired behaviours (WorldatWork, 2002). Non-financial benefits are capable to create role models for employees and promote the correct and positive values and behaviours. For example, when an employee acquires access to career development because of hard work and high performance, other employees will learn from this employee and motivate them to concentrate more on the work. Meanwhile, non-financial benefits validly save the financial cost and timely apply in the workplace. Traditional reward systems are used to giving bonuses on an annual basis, while non-financial benefits can reward employees timely without time limit (Michael, 2004).
[bookmark: OLE_LINK10]  But non-financial rewards may be difficult for employers to manage since some rewards cannot be compared and valued together, such as recognition and career development, which they are not the same category and tough to judge which reward is more valuable. It is significant to manage the reward system and the process of implement, which requires to be fair, transparent and robust, or the organisation will lose the trust and motivation of its employees.
[bookmark: OLE_LINK11]4.3 The final recommendation for British Airways 
[bookmark: OLE_LINK12][bookmark: OLE_LINK13][bookmark: OLE_LINK14][bookmark: OLE_LINK15]  For British Airways, it is recommended that non-financial reward is more reasonable to implement, since the salary of chief executive is considerably high, which has caused dissatisfaction among employees. At present, due to the threat of COVID-19, British Airways has experienced a huge economic loss, and the financial reward to employees is a serious burden for British Airways. It is beneficial for owners to utilize non-financial rewards to save abundant funds to address the COVID-19. In this particular situation, the most significant is ensuring the safety and emotions of employees. It is suggested that employees should be given more encouragement and appreciation, and even awarded trophies, as well as plenty of holidays to rest and adjust health condition. Owners ensure that employees keep a good mental and physical state to work, so as to keep the high quality of service and retain abundant customers. The cost is roughly basic salary (including holidays), as well as the time and labor costs of administration and adjustment. 
5.0 Conclusion
  In the contemporary workplace, there is a tendency to meet the financial, mental and social needs of employees, which a simple financial reward cannot motivate and retain talents. For the high salary of the chief executive, it generated the losses of economy, talents and customers to British Airways. When planning an ideal and satisfying reward strategy, the organisation should consider the total reward, equity theory, motivation and other aspects. It is crucial for British Airways to implement a comprehensive reward strategy that takes into account the interests of all stakeholders.
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