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1.1 Introduction
“Total Reward” is a system that includes pay and benefits, but also opportunities for employee development (Heneman, 2007). This indicates that the more the suggested rewards are in place, the more satisfied are the employees, which will impact employee and organisational productivity (Daniels, 1999; Nelson, 2005). It suggests options for employers to choose alternative forms of rewards that cost less, but still motivate employees to excellence. This report shows studies which reward system is most successful: financial or non-financial. In addition it explains how the reward system employees have changed and has drastically progressed in many business organisations. An employee relation is used as the term for defining the relationship between employers and employees. Nevertheless this report analysed employee relations in British Airways (BA) and why pilots decided to take drastic moves such as the “strike” method causing £121m loss in company profits.  This report provides two recommendations and justify which option is most suitable to benefit all parties and could prevent “strikes” and conflicts happening in the future. 














2.1. ‘Reward’ and ‘Total Reward’
In recent years, the expression 'pay and benefits' has given way to 'total reward', which includes not only pay and benefits, but also opportunities for personal and professional development,  a motivating work environment for instance recognition, work-life balance, and a valued work project (Heneman, 2007). Total reward can be recognised as a strategy that impacts on employee engagement without increasing every year wages due to global competitions in business. Employers had to choose alternative forms of rewards that cost less, but still motivate employees to excellence. 
Additionally, it is important that employers recognise employee needs and specific benefits that a company could provide to create a positive work environment and create job satisfaction for employees. This indicates that the more the suggested rewards are in place, the more satisfied are the employees, which will impact employee and organisational productivity (Daniels, 1999; Nelson, 2005).
The employee reward is a recognition of employees, usually with the help of bonuses, a commission or increased wages for higher productivity (Accaglobal, 2013). Studies suggest that rewarding employees with extra benefits are considered indicators of commitment and job satisfaction. The reason to offer pay and benefits is to retain, attract and influence employees (CIPD, 2019). It indicates that fair pay attracts employees, benefits keep them longer and incentives schemes motivate them. According to Taylor (1911) the hardest working  and skilled employee should be paid more. This suggests that higher pay will keep the worker more motivated by achieving higher results, and additionally it could potentially increase organisational overall productivity and efficiency. 
However, Stone et al (2010) argues that financial incentives do not always satisfy employees, and material incentives usually do not meet basic psychological needs and recognise individual variance. This suggests that many individuals' motivation is driven by intrinsic rewards, which is fulfilment of performing a job and sense of contributing something to society instead of receiving material bonus. Many individuals accept lower pay for instance individuals who just started their career and they are interested in development or gaining skills. Offering individual growth and development makes it possible to benefit from high-quality work that affects the well-being of individuals, as well as the efficiency of the organisation. Ensuring a positive workplace can be conducive to trust and commitment.
In addition, pay rise or bonuses are not always a case to motivate employees. It has been argued that pay is a key motivator for many employees, especially for top talented workers, but it is not motivational enough in the long term. It means that people have different needs for example some people are driven by bonuses, however others by achievement or security. Research also shows that recognition can have a huge impact on employee performance (Stajkovic and Luthans, 1997; 2001) and that it can affect organisational efficiency as well as financial incentives. 
Darling, et al (1997) on the other hand argues that the most effective reward and morale boost for employees is saying “well done”. This suggests that employees achievements have been recognized and appreciated. Regular recognition and rewarding employees may be one of the easiest ways to ensure employee satisfaction and productivity. For many employees, self-esteem is directly related to their work.
2.2 How reward has changed in the last decade. 
In the last decade, the reward system has drastically progressed in many business organisations. It has moved from focusing only on pay to focusing more on individuals and employees looking for rewards that meet their needs (Deloittle, 2019). The workplace is much more employee-focused and individualized as a result of increasing competition for skilled employees. It suggests that to attract employees, therefore employers need to provide other benefits such as flexible schedules or development opportunities. 
Studies state that: “85% of Millennials would be more engaged in their current positions if they received more frequent performance feedback” (Milligan.S, 2017). This indicates that employers should commit more time for providing more constructive feedback, in result it keeps employees more motivated. Setting a goal for employees can improve their weaknesses and increase engagement in the workplace. 
National statistics show that “employment levels in the UK with record high and average salary increases of 3.3% - the largest increase since the collapse of the financial market in 2008” (Balaam.J, 2019). Increase in employment levels could indicate better working conditions and a positive work environment and perhaps organisations developed more structured well-being programs.
 For instance, organisations in the US are spending 7% more on well-being such as flexible work hours, free lunches, unlimited vacation, and many more benefits in efforts to make a better work environment (Deloittle, 2018). Findings suggest that healthy and highly engaged employees are more productive. Today, organisations are focusing more to develop, retain employees and increase overall company productivity. This means rewards are becoming more important than ever as organisations are looking at the best ways to motivate employees and increase productivity.
3.1 British Airways 
British Airways (BA) suffered a loss of £121m due to two-day pilot strikes in September 2019. Pilots went on strike for 48 hours, in the long run dispute causing many flights to cancelations (Powley, T et.al, 2019). “Members of the British Airline Pilots Association (Balpa) and BA reached a deal, and promised an 11.5% pay rise over three years” (bbc.co.uk, 2019). 
In addition, BA was affected by lower reservations at low costs, resulting in a further hit of EUR 45 million. It suggests that operating profit in 2019 will be EUR 215 million lower than EUR 3.48 billion last year. BA owners have announced that additional strike actions will hit profits again (Kolewe.J, 2019). This suggests that the company has to pay more wages to pilots which causes less budget to external ‘threats’ which could happen unexpectedly in the future. It is important for businesses to secure some budget to provide financial security for a company.
Due to the global coronavirus (Convid-19) pandemic, airlines such as BA and many more across the world have warned they face a fight for survival. BA believes it can take several years for travel to go back to normal and they consider that many airlines will go out of business. Nonetheless, economist Leggett (2020) believes that airlines can survive on financial reserves and take advantage of the government's job retention scheme to furlough employees (bbc.co.uk, 2020). However, this method is only for a short-term period, it is uncertain how long the pandemic will last and moreover it is not known if the government will be able to support airlines for a long period of time. In these uncertain times, BA may result in the redundancy of up to 12,000 of employees and assume - “it will take several years for air travel to return to pre-virus levels” (bbc.co.uk, 2020).
 Besides BA pilots are going to take a 50% pay-cut as the airline fights with the coronavirus crisis. It is likely possible that the 50% pay-cuts that employees accepted due to the Convid-19 crisis could relate back to 2009, when BA at crisis stated that they would share the future profits from BA. Otherwise employees could go on strike in the future if BA decides not to give anything in return. It suggests that many customers might not want to travel too soon in fear of the virus, it might cause an increase in prices and lose regular customers. 
British Airways pilots rejected 11.5% pay rise, over three years, they suggested that they deserve more because the company thrives on higher profits. Moreover, BA pilots took pay cuts and gave up large amounts of benefits when the company was in a financial crisis in 2009. BA pilot stated “Many pilots are working flat out, they are not likely to get a decent pension, it’s a much longer pay scale to progress to higher pay” (Theguardian, 2019). It indicates, BA pilots did not feel appreciated when the company was hitting profits and any extra benefits were not offered. It refers to “Security Needs” (Maslow. A, 1943), which consider physical as well as psychological safety and security issues such as benefits and pension. According to Maslow theory (1943), employees whose needs at the lowest level have not been met will make decisions based on issues related to compensation, security or stability. In the case of BA, the employees security needs were not achieved therefore there was no future stability because of the lack of benefits such as pension scheme. 
According to “Equity Theory” (Adams.J, 1963), which is about a balance between the effort the employee puts into his work and the result received in return (Mowday.R.T, 1967). As mentioned above, BA pilots agreed to pay and benefits cuts in 2009 and decided to help the company and in return the pilots have the chance to receive BA shares. Therefore, the pilot stated: “And now that we’ve asked for a little bit of payback, it’s not there” (Theguardian, 2019). It reflects the “Equity theory” that BA employees believe their great “input” helped the company to increase the profits, however pilots did not receive any successful outcomes. Studies suggest that, to reduce inequity people are more likely to leave their jobs, in result companies often incur losses of great talents. Another option is taking some action of changing the outcomes for instance in relations of BA pilots decided to strike. Research states that British Airways pilots are earning six-figure salaries therefore it suggests money is not a motivational factor, but trust and confidence in the employer (payscale.com, 2020).
Failing to deliver the desired pay award for BA pilots could mean a drop in Trade Union Membership. Many pilots might disagree with the new pay award as a result of conflict and leaving the company resulting in less members in the trade union. Less members in the The British Airline Pilots’ Association(Balpa) could indicate declining union power and could result in minimising future benefits for pilots. In 2019 BALPA tried to negotiate to resolve the dispute. The union warned that if the airline refused “meaningful negotiations” it would continue to prospect of further strikes (bbc.co.uk, 2011). This suggested pluralist approach which focuses more on compromising and collective bargaining as it recognises different interests and finding balance between what employees and owners expect. Usually, It causes many unavoidable conflicts due to different approaches.
 In 2019 due to Balpa strikes BA airlines was forced to cancel most of the flight affecting more than 195,000 passengers (telegraph.co.uk, 2019). Many passengers did not receive any notice about the flight cancellations and many passengers only knew if their flights were going ahead a few hours before the flight scheduled time. From the customer point of view it can be stressful especially if you travel a long distance to the airport. It can question customers if they can trust BA or should book future flights with other airlines. BA could lose many customers due to loss of confidence with the company as a result of pilots strikes in 2019. In addition ‘Financial Times’ reported many negative feedbacks about BA customer service (ft.com, 2018). It could suggest that cabin crew could be demotivated and not providing top quality service as BA is known for. Convid-19 pandemic could also increase future airlines prices. As mentioned above many airlines might go bust leaving less competition in the global market to compete with the prices. In result many people might spend holidays locally.























4.1 Recommendation One- Offer non-financial benefits 
According to TED economics Daniel Pink (2018) more financial benefits could demotivate employees and stop their innovations and creativity. It indicates that 11.5% pay-rise for BA pilots would not motivate them for a long term and in the future another conflict could be scheduled. As mentioned above BA employee stated “it’s a much longer pay scale to progress to higher pay”. In addition BA could address more development opportunities for new pilots to encourage them to progress within the company, otherwise new pilots could have offers from other airlines and could result in BA losing many great talents. Studies suggest that the key employee motivator is training and developing that is designed to improve employee competency and organisational performance. Moreover offering training can be seen as a motivation for developing, in the result organisations have significant benefits when they encourage employees to learn and gain more skills. It creates a positive atmosphere and promotes better organisational culture. It helps employees challenge themselves, gain recognition, solve problems by making decisions, stimulate enthusiasm and skills in the workplace. The result is job satisfaction, a higher level of productivity and a successful organisation (Sharma.V, 2014). 

4.2 Recommendation Two.- Refuse the desired pay increase
Offering 11.5% pay rise might not feel fair for BA pilots, considering they made more sacrifices in the past. BA offered pilots join a long-term incentive scheme that will offer £13m worth of BA shares for agreeing to pay cuts. However, this plan was not achieved and it indicates the company was not trustworthy with their employees. Member of BALPA stated:  ‘Loyal pilots, who previously made huge sacrifices to support British Airways through tougher times have asked for a fair and reasonable pay deal” (Salmon.J, 2018). It suggests that just 11.5% pay-rise over three years would not be successful in the long term and unlikely to avoid strikes in the future. Due to Convid-19 pandemic BA pilots accepted 50% pay-cuts to protect the future of the business and jobs (news.sky.com, 2020). Similar events from years ago suggest that renewed strikes in the future may be inevitable, or BA's proposals will be more promised for employees. Calculations suggest that one day strike cost BA over £121m and operating profit fell by £191m in 2019. To avoid that ,BA could offer employees a more promising pension scheme which will provide employees more security in the future. BA employees are around 300 female pilots, and provide only 6 weeks paid maternity leave (Balpa, 2019). However, EasyJet offers six weeks at 90% and then 12 weeks at 50%, and offers parents flexible working arrangements (theguardian.com, 2019). BA could increase paid maternity leave as an extra motivational benefit and attract female pilots. 
5.1 Conclusion 
The benefits of implementing “Total rewards” strategy help organisations reduce employee turnover and increase an organisational profit. Research suggests that the total reward strategy improves not only employee motivation, performance and productivity, but also their psychological contract. According to BA employees there was no balance between the effort they put into work and the result received in return. However, money was not the main motivator for BA pilots; it suggests the company was not trustworthy by promising shares to employees. As BA profits increased, as pilots collaborated with this result, however they did not feel recognised and rewarded for sacrifices they made in the past. To avoid future conflicts and strikes, this report provides two recommendations for both parties. Studies suggest that money is not a long-term motivator for employees, therefore recommendation “one” would be most suitable for both parties. It indicates non-financial benefits could be a powerful motivator in the long run. In addition BA could provide fair and equal recognition criteria for the motivation of its employees which will result in higher productivity of the business.
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