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Executive Summary
This report gives the reader the knowledge and understanding of the 2019 British Airways (BA) strikes and how it affected the organisation, owners, employees, customers and trade union. A critical analysis is conducted throughout the report to analyse the employee reward issues of BA In the modern days we live in reward strategies have adapted and changed as many employees now prefer to feel valued and respected instead of being motivated with money. Studies have shown that financial rewards do not motivate employees to be productive for long which is why organisations have to adapt to make sure their employees are motivated by non-financial rewards. 
The purpose of this report is to show how BA owners mis-managed the situation with their employees. If the owners had kept their promise and rewarded their employees like they said they would for their hard work and loyalty throughout the financial crisis none of this would have happened. 
The reader will see how important reward strategies are and the impact on an organisation if they are not handled in a professional manner. 
This report concludes by stating how the BA need to improve their employee reward scheme to prevent anymore disputes from occurring. This is because it affects the organisation owners, as well as employee motivation which causes strikes meaning customers are unable to board their flights. This makes the organisation look unprofessional and causes customers to seek other airway competitors. The conclusion then states how this could have been prevented if BA had changed their strategy to provide fair salaries and rewards to their employees to show how much they appreciate them for all of their hard work. This helps to create strong relationships benefiting the organisation, so it becomes more successful. 
Lastly, this report recommends BA to change their reward strategy to a non-financial approach as it is more effective and powerful than the financial rewards and will not cost British Airways anything, benefiting them financially. BA would be able to show their employees respect and appreciation through non-financial rewards which is what their employees wanted. This will help to build a strong relationship, preventing disputes from occurring again. 
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1. Introduction

1.1. Report Remit
This report critically analyses the 2019 reward issues at BA. Appropriate theoretical models will be used throughout the report to critically evaluate the reward problems experienced, particularly reward implementation issues. Also, secondary research will be undertaken throughout to support the information and studies found about the BA employment reward issues. 
The aims of this report are to show how BA can use their reward strategies to benefit all of their stakeholders and improve performance. 

1.2. [bookmark: _Hlk38662348]Background of British Airways 
The airway is a global airline offering low fare flights to the public all year round (British-Airways, 2020). BA offer 145,000 customers to fly with them every day, to over 200 destinations in 80 different countries in the world. The airway has roughly 45,000 employees, which includes 16,500 cabin crew and 5,000 pilots (British-Airways, 2019). 

1.3. Employee Reward
Employee rewards is a method organisations use to motivate their employees to change their behaviours and work habits to help benefit an organisation (Jones, 2019). Pay and benefits attract, retain and engage employees to stay within an organisation (CIPD, 2019). According to CIPD (2019), “there's a range of options available for organisations to reward their staff and recognise their contribution, own opportunities and risks, but the most effective reward packages will be aligned with the business and staff needs, and reflect the organisation’s purpose and performance”. 


1.4. Total Reward
Total Rewards cover all aspects of work that employees respect and value, including both tangible and intangible, which could form a part of an overall reward strategy (CIPD, 2019). According to Heneman (2007), Human Resource (HR) professionals and managers have undertaken experiments including innovation rewards within the workplace, discovering the correct total rewards system. “Total reward systems have a blend of monetary and nonmonetary rewards offered to employees, which can generate valuable business results”. These results enhance individual and organisational performance to improve the job satisfaction, workforce morale, and employee loyalty (Heneman & Coyne, 2007).
Intrinsic rewards are rewards that come from within the employee and are non-financial. If an employee is motivated intrinsically, for their own satisfaction and values challenging work then they will be very meaningful to the organisation (Thompson & Ryan, 2013). However, Extrinsic rewards are quantitative and include pay, paid leave, holidays and bonuses. Although, some employees do not get motivated by extrinsic awards so organisations should focus on intrinsic rewards (Marchington, et al., 2016). 
There are five elements of total rewards, which include programmes, practices, elements, and dimensions. Those five elements are Compensation, Benefits, Work-Life, Performance and Recognition, and Development and Career Opportunities (World-at-work, 2020). 
Compensation strategies involve an employer paying their employee for the services rendered (WorldatWork, 2007). It also offers opportunities to drive better organisational outcomes, helping to achieve organisation goals (World-at-work, 2020). The second element is the benefits. Benefits are programmes an employer can use to supplement the cash compensation that employees receive. These programmes are designed to protect employees and their family from financial risks (IBM, 2019). The third element is work-life strategies. Work-life strategies are a set of specific organisational practices, policies and programmes that help employees achieve success when they are at work and home (Perkins, et al., 2016). The fourth element is Recognition which is when employers recognise an employee’s performance and special efforts they are putting in for the organisation, contributing to an organisation’s success. Employers will acknowledge special employees and reward them by either monetary or non-monetary awards (Perkins, et al., 2016). Lastly, the performance management includes establishing what the expectations, assessments, skill demonstration, feedback and continuous is within an organisation. Individual and team efforts towards the achievement of organisational goals and success are important and will be acknowledged within this strategy (Perkins, et al., 2016). 
	
1.5. How the concept of reward has changed
It is clear to say that the workplace has changed over the last decade as organisations are now focusing on employee engagement more than ever before. This is because engaging with people management is vital within any industry (Hay, 2018). According to Devoy (2018), “traditional reward and recognition schemes tend to focus on financial incentives, based on accepted wisdom that employees are most likely to respond to financial stimuli”. However, Perkbox undertook a survey which suggested that 32% of employees feel like their current reward strategy within their organisation isn’t effective, whilst 66% believe that personalised benefits would be effective as they would feel appreciated within their workplace (Devoy, 2018). 
Organisations used to use the approach ‘Taylorism’ founded by Frederick Winslow Taylor. Taylorism emphasises efficiency by encouraging employers to reward their employees for increased productivity. Employees will become motivated to work harder, making organisations more successful. However, this theory may make employees feeling like they are a part of an assembly line instead of creative addition to their organisation (Caramela, 2018). Although this theory benefitted organisations, times have changed a lot over the years and modern-day careers are different as employees prefer to be valued and respected within an organisation (Uddin & Hossian, 2015). 
Employers are changing the way they treat their employees. For example, employers now help their employees believe they are on the right path, and build relationships with their employees, helping them have career growth opportunities, whilst providing non-financial approaches (Kearl, 2016). 

1.6. The importance of employee reward strategies 
It is important for organisations to have employee reward strategies as it shows their employees how employers appreciate all the hard work they do for the organisation. This helps to increase the productivity, encourage individual and teamwork, and to help attract new employees as well as retaining existing employees (Talk-Business, 2018). 
There are many factors that drive employee rewards, for example, employers want their employees to be happy as it encourages them to be more productive. A study showed that 86% of employees say they feel happier when they are recognised at work, and 85% said they felt satisfied with their jobs, meaning they will stay with that organisation (Hamlin, 2019). Employees who are successfully engaged are valued more to their organisation (Simply-Thank-You-Corporate, 2020). 
However, employee rewards can be challenging. Pink (2009), believes that if individuals focus on incentives it can in theory make them less innovative and may reduce employee motivation. Also, employees can become less creative if they focus on being rewarded too much as they rush to get the task done, which can affect the employee as creativity is something most jobs require (Harcourt, 2020). 







2. Literature Review

2.1. British Airways Reward Problems 
[bookmark: _Hlk39679221]Recently, BA have had a lot of issues with their pilots and cabin crew going on strikes due to issues with pay. Nearly 4,300 pilots partook in their first strike in BA’s history in September 2019 (Nguyen, 2019). The strike occurred when the pilots rejected a 11.5% pay increase over 3 years as the pilots believe the pay rise should be higher after BA’s recent strong financial performance and numerous years of low pay increases (Hussain, 2019). The pilots believed they should share the benefit as the organisation has recovered. In 2018, BA had the largest share of parent company IAG’s with £2.6n pre-tax profit (Topham, 2019). Although the pilots earn six-figure salaries they went on strike to demand respect and to move from below-market pay raises and potential subcontracted work whilst BA makes a huge profit. This had a huge effect on customers as 1,700 flights were cancelled, affecting 290,000 passengers (Nguyen, 2019). It would have cost BA £5 million, however, the strikes went ahead which costed £40 million per day. To have prevented the strike from happening the pilots should have been rewarded 11.5% pay increase. The trade union called for industrial action as they couldn’t negotiate with BA owners. They give advice to the employees and solutions to the owners, however, it did not work which evolved strike action to commence (Jones, 2019). 

2.1.1. The Owners of British Airways
Organisations are desired to give awards to encourage their employees to work hard and to reward them. This shows that the organisations appreciate their employees, making them look good which helps gain new employees and customers. The union believed BA were happy to pay £40 million to cover the costs per day during the strikes, but unwilling to agree to a pay rise (Hussain, 2019). However, just before the strikes occurred the chief executive of BA had a pay increase from £830,000 to £1.36 million, which is much more than the 11.5% the pilots were offered (Mahmood, 2019). 
Also, BA bosses received a huge pay rise after they reduced the size of their customers legroom and took away perks from their passengers, which included free food (Salmon, 2018). Instead, BA should have made the pay fair for everyone like other organisations. For example, a boss in Seattle called Dan Price now pays his 120 employees $70,000 after taking a $1million pay cut to make it fair for everyone after he saw his employees struggling (Hegarty, 2020). 
BA’s justification for acting the way they did was due to the organisation being selfish and wanting to keep as much money as possible despite they had made promises. The owner’s mis-managed the situation as they should have kept their promises instead of being greedy, which would have prevented the strikes in the beginning. However, as soon as the financial crisis was over, they should have showed how much they appreciated their employees and given them the reward the were promised. The outcome to this dispute cost the organisation £40million per day, which was more than the reward. If BA responded to the pay dispute by rewarding their employees and increasing the pay, they would have better relationships with their employees, and they would not have disrupted their customers flights resulting in loss of custom. However, there would be less budget for external threats. Recently, airlines including BA have had to have an immediate multibillion-pound emergency bailout to avoid their industry from being destroyed by the coronavirus pandemic (Jones, 2020). BA have suspended more than 30,000 employees until the end of May and the government will be able to support all of their employees through the government furlough scheme, paying 80% of their salary (Kollewe, 2020). It is clear BA do not work with their employees to make them aware of the external threats to the business. If they had understood the economic threats, they would be more likely to accept the terms offered by BA, especially if they are treated with respect.
 



2.1.2. Employees
An anonymous BA pilot told The Guardian (2019), how “It’s not really about money, it’s about respect. We’ve been lied to. We’ve given up a pension scheme, pay and pay rises when the company was weak all on the promise that when the company was strong and giving up proper returns to its investors, we would benefit”. This is not the first time BA employees have been on strike. In 2017, the cabin crew went on strike due to poor wages and working conditions. BA threatened to increase the penalties such as losing their bonuses and staff perks for the cabin crew who continued to strike (Ross, 2017). Negative leader behaviours such as non-contingent are likely to be seen as unfair by employees, which reduces the trust for managers and a decrease in job satisfaction (Organ, et al., 2006). This demonstrates how it can affect employee motivation and discretionary effort. Employees need to be recognised for their hard work. Recognition can be provided by fast positive feedback. Recognition needs are linked to the esteem needs within Maslow’s Hierarchy of needs (Armstrong, 2010).
[bookmark: _Hlk39512404]Maslow’s ‘hierarchy of needs’ theory has a five-tier model of human needs, shown in Figure 2.1.2. Maslow argued that people want a lot and are needy. His theory suggests that humans can be arranged into a series of levels; a hierarchy of importance (McLeod, 2020). Maslow grouped humans into five categories (see appendix 1). 

[image: ]
Figure 2.1.2.1: Maslow's Hierarchy of Needs Diagram

BA should apply this theory within their organisation as it could help to motivate their employees. 
ACAS believe organisations and trade unions use more formal procedures and regulations within an adversarial union management culture (ACAS, 2011). 
David Widdowson, Partner at Abbiss Cadres (2016), believes the shift from an adversarial to collaborative relationship is the “key to a successful relationship between unions and organisations in the modern age”. Widdowson stated within a podcast that the owners of organisations are seen to be taking a lot of money out of the company, and less is given to the employees. He believes moving from an adversarial to collaborative relationship would be the most successful employee relations approach (CIPD, 2016). 
Legal contract of employment offers a limited understanding of the employment relationship, whilst employee contribute a small amount to the terms after accepting it. This means psychological contract Is more influential as it describes the insights of the relationship between employers and employees. However, breaches of psychological contract can damage the relationship between employer and employee, leading to disengagement, reducing the productivity which is what happened with BA owners and employees (CIPD, 2020). 

3. Conclusion
To conclude, it is clear that BA need to have a better employee reward scheme to prevent anymore disputes from occurring as not only does it affect the owners of the organisation but it affects employees motivation which causes strikes, which may cause BA to lose customers as they were unable to board flights. This could all be prevented if BA changed their strategy to provide fair salaries and rewards for their employees to show them appreciation for all their hard work. This helps to make relationships stronger, helping the organisation to be more successful.  

4. Recommendation
[bookmark: _Hlk40013523]To resolve the dispute, a recommendation could be a non-financial reward approach as it is more effective and powerful than rewards which are financial and is not costly which will not impact BA financially. Financial rewards take time, while recognising employee achievements can be done immediately (Employee-Benefits, 2018). Non-financial rewards acknowledge an achievement an employee does which was not dependant on a pre-determined target or money (Employee-Benefits, 2018). This incentive is effective for employees who are comfortable with their salaries (Armstrong, 2010). 
According to an anonymous pilot (2019), “It’s not about money, it’s about respect”. This would be beneficial for BA employees as one of the reasons why they went on strike was because they wanted more respect. BA would be able to show respect and appreciation by being polite saying a simple “thank-you” to their employees and showing appreciation through a newsletter, within a team meeting or within an employee of the month reward. This approach would benefit relationships between the owners and employees as they would feel respected for all their hard work (Employee-Benefits, 2018). However, there may be one disadvantage of this approach which is how everyone is different and some high-performing employees who value money may find that a non-financial reward system lack the incentives they need to encourage motivation and increase their productivity (Smith, 2018). BA would need to communicate to their employees first about how beneficial this approach would be for them and the organisation.
Also, as there is currently a pandemic, BA would benefit from changing to a non-financial rewards approach as there will be a huge financial constraint on the organisation (Thompson & Ryan, 2013). This strategy will create a partnership working environment and improve the communication between their employees and customers as they could inform the pilots of the challenges the organisation is facing, helping to keep them involved so they feel a part of the team which helps to make the relationship stronger. Relationships build teamwork, improve employee morale, increase employee retention rate and productivity, benefiting the organisation as a whole and preventing disputes from occurring again (McFarlin, 2019). This will help to increase customer satisfaction as there will not be any issues with their flights again if everyone is liaising and communicating their problems, meaning customers will be able to trust BA again (Silverman, 2004). 
Overall, BA should use this reward as it will help build their trust back with their employees. This will create a good relationship which will benefit their customers and will help to prevent disputes from occurring in the future as owners and employees will be able to communicate professionally and voice any issues they have so they are able to be fixed before escalating, so flights will run as planned. 
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6. Appendices
Appendix 1: Table of explaining Maslow’s Hierarchy of Needs Motivational Theory Diagram. 

	Numbers
	Motivation Techniques
	Details

	1
	Physiological Needs
	Employers can motivate their employee’s physiological needs by providing an input for their pay and bonuses. This would help prevent pay disputes for BA, as their employees have become demotivated due to their salaries and bonuses (Project-Management-Skills, 2018).

	2
	Safety Needs
	BA could ensure the safety needs for their employees are met by creating an environment where their employees are comfortable challenging requests that are dangerous (Project-Management-Skills, 2018). 

	3
	Social Needs
	Scheduling weekly project team meetings would help meet employees’ social needs as well as celebrating project milestones by gathering employees together, helping to build relationships again (Project-Management-Skills, 2018).

	4
	Esteem Needs
	Organisations must recognise employees’ contributions to the success of the organisation which BA failed to do as they did not reward them for having a pay cut during the financial crisis or for their hard work to keep the airways running (Project-Management-Skills, 2018).

	5
	Self-Actualisation Needs
	Rewarding their employees will reassure how important the organisation feels to have them, as well as empowering employees so they are able to develop and grow. BA could offer their employees more training to gain more skills (Project-Management-Skills, 2018). Without doing this BA could result in a loss of talent to competitor airlines. 
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‘scheduled due to poor wages and working conditions. BA threatened to increase
the penalties such as losing their bonuses and staff perks for the cabin crew who
wished to continue the strike (Ross, 2017). Negative leader behaviours such as
non-contingent are likely to be seen as unfair by employees, which reduces the
trust for managers and a decrease in job satisfaction (Organ, et al, 2006). This
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