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[bookmark: _Toc38530004]Executive Summary
[bookmark: _Toc38530005]The purpose of the report is to analyse the importance of employee reward within British Airways and in general. A variety of points of view will be considered when looking at the issues with reward strategies such as employees and customers. Recommendations on how reward issues can be resolved will also be discussed.
“Reward management deals with the strategies, policies and processes required to ensure that the contribution of people to the organization is recognized by both financial and non-financial means”. Total reward is slightly different as it covers both tangible and intangible things employees value the most. There are five key components of total reward, they are, compensation, benefits, work-life, performance & recognition. 
Over the past decade, reward strategies have changed due to inflation increases and the UK earning less income, employers are forced to change the way in which they reward their employees. Traditional methods such as ‘Employee of the month’ seem outdated in the 21st century, with businesses using technology to acknowledge employee’s hard work. When looking at the change in reward strategies, it is clear that millennials are more open to changing their jobs more frequently, meaning they want rewards that are more meaningful.
Dan Pink focuses on three aspects of motivation, autonomy, mastery and purpose. These three aspects can be adapted to become essential components of a company’s reward scheme, and could be more beneficial than a financial reward.
Rewards such as pay play a huge part in attracting, retaining and engaging employees within a business. Not rewarding employees to the point that they are motivated could lead to a decrease in their productivity, costing the business money. 
There are a variety of challenges business face when trying to reward their staff as they employ individuals of different ages, making it difficult to find  reward scheme to satisfy them all. Millennials are keen on feeling valued and want to feel as though they are part of something bigger than just their role. The older generation tend to prefer a reward in a way of a new job title. This is where employee voice is seen to be a key factor of reward as it allows two way conversation between employees and the business itself. 
British Airways is just one example of where introducing a reward management scheme has been detrimental to them and their stakeholders. Pilots of BA were forced to strike over pay, while the owners of BA increased their annual salary, leaving the business with less money to prepare for external threats such as COVID-19 that saw Flybe go into administration. This left customers questioning whether prices will be increased for future flights, leaving them feel uncertain about trusting BA.
If BA were to opt for no reward scheme this would leave employees being very demotivated, resulting in lower productivity levels. With relation to Maslow’s hierarchy of needs, it is likely that BA will lose a number of talented employees if they are not satisfied by BA. 
If British Airways’ trade union were unsuccessfully meeting the desired pay award, it is highly likely that their membership figures would decline. Customers may also be affected if prices rise due to COVID-19. They may not stay loyal meaning BA will lose many customers due to increased prices. If staff are dissatisfied by their reward scheme it is likely that their dissatisfaction will rub off onto the service they are providing customers. 
In order to resolve the issues with rewards, there are two recommendations, one being BA could refuse the pay increase meaning the business has more to invest in the future. However doing this staff will be unhappy, providing bad service to customers, resulting in loss of custom. The second recommendation is that BA could opt for non-financial benefits such as flexible working and personal development plans for employees. This method is most likely to benefit BA and its staff better than the other recommendation as staff feel more valued and it increases innovation. This method is also cheaper for BA with them being able to review the matter after twelve months. 

Introduction
The purpose of this report is to analyse the importance of employee reward strategies, both within organisations such as British Airways (BA) and in general. Any issues experienced with reward strategies and implementation will also be discussed, focussing on a variety of points of view: the company, the employees, the trade unions and the customers. The report will also make recommendations on how reward issues can be resolved for the generic benefit of the whole organisation. 
[bookmark: _Toc38530006]The Importance of Employee Reward Strategies
Employee reward falls under the reward management schemes within a business as this is a way of managing employee performances. “Reward management deals with the strategies, policies and processes required to ensure that the contribution of people to the organization is recognized by both financial and non-financial means” (Armstrong, 2007, p.3). This definition is echoed by Michael Rose (2018) in his book, Reward Management: A Practical Introduction, where areas such as bonus plans, pay reviews, non-financial incentives and grade structures are all discussed in depth.
“The concept of 'total' reward covers all aspects of work that employees value, both tangible and intangible, and may form part of an overall reward strategy” (CIPD, 2020). Total reward requires businesses to merge five key components together in order to build a successful workforce. These components are put in place in order to first attract the best possible employees to the job, secondly keep them motivated and ensure they are providing the business with maximum return and finally give them reason to stay loyal to the company, helping to improve job retention among the workforce.  Another thing worth noting is the importance of lining up the reward strategy with business strategy 
The five key components of total reward are compensation, benefits, work-life, performance & recognition and development & career opportunities (WorldatWork, 2015). Using a mix of monetary and nonmonetary rewards are highly likely to supply high levels of motivation and value to employees.
According to Employee Engagement Consultant, James Wigley (2019), the way in which employees are rewarded has changed significantly over the past decade. With inflation taken into account, the average UK worker now earns less than they did 10 years ago (Partington, 2019), meaning that employers have been forced to come up with new, innovative methods of rewarding their employees. 
Traditional methods of reward, such as ‘Employee of the Month’, seem outdated in the 21st century, when companies can instead use technology to acknowledge their employee’s hard work. For example, instant colleague feedback can be provided to let somebody know that they’re doing a good job as and when the praise is warranted, which can help to encourage employee engagement and staff retention (Stead, 2017). It is also necessary to think about alternative rewards to a cash bonus which, as put by Stead (2017), is “likely to be swallowed up by day to day expenses” such as bills, which takes away from the “special” nature of the reward. Instead, organisations can opt towards alternative rewards such as days out, which an employee can share with their family.
Another factor taken into account when considering this change in reward systems is the fact that millennials are more open to changing jobs frequently, meaning that benefits which are tied to long-service are not as desirable – this new wave of employees is more likely to desire rewards which they are able to take advantage of either now or in the near future (CIPD, 2015).
In his book, ‘Drive’, industry-leading author, Dan Pink (2018), focussed on three core aspects of motivation: autonomy, mastery and purpose. He insists that autonomy motivates people by giving them greater control over their work, mastery provides motivation in the form of feeding into a person’s desire to become better at what they do and purpose allows people to buy into something much bigger than their individual role, encouraging them to work not only for themselves but for their surrounding workforce. All three of these aspects of motivation can be adapted to become essential components of a company reward scheme which, if Pink’s research is anything to go by, could prove to be more beneficial than a financial reward in the long run to all parties involved.
As previously mentioned, employee rewards such as pay and other benefits play a huge part in attracting new employees, retaining the current employees as well as ensuring employees are engaged within a business (CIPD, 2019). One factor that can encourage a business to invest in reward management is that they will want their employees to feel happy motivated at work. If their employees are not satisfied with the recognition that they are receiving, it is likely that they will be demotivated, resulting in the likelihood of their productivity levels to plummet, losing money for the business (Magnus, 1981). This is a sentiment which is echoed by Steve Crabtree (2013) on Gallup, where he suggests that those who are not motivated at work “are less likely to invest discretionary effort in organizational goals or outcomes”, while those who are actively disengaged are likely to be “unproductive at work and liable to spread negativity to coworkers”.
Despite employee reward being so important to businesses and employees, there are many challenges a business can face while trying to ensure that they are rewarding their employees and that they feel engaged at work. For example, the majority of organisations employ individuals of different ages, meaning not all of them will respond equally to one employee reward system; millennials like to be given purpose, feel valued in what they do and sense that they are a part of something bigger than just their own role (Hearn, 2020), while those who are of an older generation are more likely to appreciate reward in the way of a new job title, tying into the common characteristic of desiring respect and status (Kovary, 2017).
Businesses worldwide need to recognise the importance of employee reward, more specifically how important their staff are. Employee voice is one factor that can really aid a business when talking about reward management as it allows a two way conversation between both employer and employee. “Employee voice exists where the organisation has put mechanisms in place to enable it to have an ongoing conversation with its staff, in different ways, to ensure every voice is heard” (Engage for Success, 2019). While providing the opportunities for staff to express their opinions, it allows the business to obtain a better understanding of the challenges faced throughout the rewards program.
[bookmark: _Toc38530007]Reward Issues & Implementation
Evidently, discussed in the previous section, employee reward is a contributing factor to employee motivation and business productivity. However, there are various occasions where the implementation of such rewards cause difficulties for businesses and their stakeholders. British Airways is just one example of where implementing a reward management scheme has cost them and their stakeholders greater than originally planned.
[bookmark: _Toc38530008]The Owners of British Airways (BA)
CEO of BA, Alex Cruz, was recently in the media for increasing his annual salary by more than £500,000 while insisting that the company’s pilots ‘return to the negotiating table’ despite already taking action in the form of a 2 day strike (Mahmood, 2019). This has a huge knock on effect for the whole company. For example, an increase in wages for the chief executive of BA means that there will be less money in the company to prepare for external threats, such as the recent COVID-19 outbreak which eventually forced competitor airline, Flybe, into administration (BBC, 2020) or a financial crisis, such as that seen in the UK in 2008, which saw many notable business like Woolworths meeting a similar fate (Braithwaite et al., 2008). 
“Most airlines only have enough cash reserves to cover a few months of their fixed costs” (Bilotkach, 2020). This means that the BA owners have significantly reduced this cash reserve for personal gain, leading to less funds being available to invest in the future. It has also been questioned whether the prices of flights after COVID-19 would rise due to lack of funds within the business. However, Bilotkach (2020) argues that “whether prices will be higher or lower will depend on the interplay of demand and supply”. If flight prices were to increase due to the global pandemic, it is highly likely that businesses such as BA may lose a number of customers on both a short and long-term basis.
[bookmark: _Toc38530009]The Employees
[image: ]Reward management schemes within businesses can often affect employee motivation. If BA were to decide on no reward scheme, their employees can become very demotivated and their performance levels are likely to plummet. Below is an image of Maslow’s hierarchy of needs, it demonstrates a five stage model that can be split into basic and growth needs (McLeod, 2007). Figure 1: Maslow's Hierarchy of Needs (McLeod, 2007)

In order to move to the next stage of the hierarchy, an employee must satisfy the basic needs. They may not be able to fulfil their potential and reach the final stage (self-actualisation)  if their self-esteem is not fulfilled by employer British Airways. If their needs are not being satisfied by their employer, it is likely that BA will lose numerous talented employees to their other airline competitors (McLeod, 2007). 
[bookmark: _Toc38530010]Trade Unions
If BA’s trade union were unsuccessfully meeting the desired pay award, they could be doing themselves damage as it would be likely their number of memberships would decline. “Private sector trade union membership levels fell by 47,000, from 2.7 million in 2017 to 2.65 million in 2018” (Department for Business, Energy & Industrial Strategy, 2018), a figure which would only continue to fall if the union could not provide its members with the benefits which they had originally signed up for. 
[bookmark: _Toc38530011]Customers
From a customer’s point of view, if prices are raised due to the outbreak of Covid-19, they will be very dissatisfied with the airlines if their holidays have gone up since they last booked. The global pandemic might also have caused customers to lose their trust with British Airways due to their travel arrangements being disrupted, with social media posts being made about the inconvenience and how the airline has dealt with customers’ holidays. Without a reward scheme in place at BA, it is likely that the staff will be demotivated, with this rubbing off onto the customers’ quality of experiences and services on the planes.
[bookmark: _Toc38530012]Recommendations
There are a number of options that BA can undertake to resolve the issues regarding pay. Below are some examples with their advantages and disadvantages.
The first recommendation would be that BA could refuse to increase the pay of their employees. By doing this, there will be a number of advantages and disadvantages for the company and its employees. Below are some examples of the consequences of refusing the pay increase.
If BA were to refuse to reward their employees with a pay increase, it would benefit them as they would have more money for cash reserves that can be used to invest into the company in years to come. This is a benefit not only for the company, but the economy as a whole, the more investment BA makes, the more people will want to travel with them and therefore spend more money increasing the economic growth. An alternative view to this is that, instead of offering these pay rises, companies like BA should offer a higher base salary to help them attract the best staff possible. 
However, many of British Airways employees will be very unhappy with the result and will likely not work to their full potential, provide bad service to customers or even resign from the business, with BA risking losing their best and most highly qualified members of staff to direct competitors. This would leave BA with very dissatisfied customers, as the quality of their staff would fall and the staff who decide to stay are less likely to be motivated to do their jobs. This scenario could also leave BA short staffed, causing them to struggle with their number of customers. In the future, customers may decide not to book flights with them again after either a negative experience with an unmotivated or dissatisfied member of staff, or on a moral basis after hearing about the company’s refusal to pay their staff a better wage.
The final recommendation is that British Airways could move away from a pay increase as a reward for their employees and opt for other non-financial benefits. Not all employees are invested in having more money, it is always a benefit but some employees would rather flexible working and even progression opportunities as part of a reward scheme. These non-financial benefits “are more plentiful and can bring out the creativity of managers” and can have a longer lasting impact on an employee’s working relationship with an organisation than a simple pay increase (Burton, 2012, p.19). Contrary to this point is the fact that innovative methods of non-financial reward, while cheaper at their core, can take up other valuable resources such as time and resources.
This would save the company a large amount of money as they can use the money they would have given to employees as a pay increase to invest for upcoming years. They would evidently be better off as they would have given away large sums of money that could be used elsewhere within the business. By offering members of staff a more attractive working environment, greater recognition, supportive line management and more flexible working arrangements (RewardFirst, 2020), BA could save money in pay increases while retaining a satisfied and motivated workforce.
[bookmark: _GoBack]Out of the two recommendations described above, the best option for British Airways would be to opt for non-financial benefits that would suit all stakeholders, from owners to employees. This is because it will save BA more money by not increasing pay but opting to offer their employees flexible working hours, personal development opportunities while also offering personal recognition of achievements (RewardFirst, 2012). Not all employees are motivated by financial benefits, so it is important that British Airways offer a variety of rewards to ensure they are satisfying the needs of their employees in a number of ways.  As this recommendation can be considered to be controversial, it is important to consider views from every angle. One idea to ensure all members of BA are satisfied with this recommendation, the business could look to review this situation after twelve months and decide whether this option is working for them or not. Despite this recommendation having the potential to satisfy all employees, BA could still look to find solutions to the pay increase behind the scenes by approaching the Government for financial assistance. By doing this, if the Government approve, then BA can look to increase all employee’s pay.
[bookmark: _Toc38530013]Conclusion
In conclusion, it is clear to see that the way in which rewards being distributed have changed over the years with millennials being more open the changing jobs more frequently and desiring rewards with more purpose rather than monetary value. It is important for British Airways to consider all stakeholders when looking at wages. Increasing wages can leave the business with less money to plan for external threats such as COVID-19 as well as leaving unhappy staff members serve members of the public with low quality service, resulting in potential loss of staff and customers. The most beneficial recommendation for BA to resolve this pay issue would be to find alternative rewards such as flexible working hours and personal development plans for staff with the view of reviewing the situation in the next twelve months. 
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