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1. EXECUTIVE SUMMARY 
In this report I discussed employee reward and how important it is in an organisation. I explained intrinsic and extrinsic reward, total reward and problems that occur in employee reward systems. I then went into British Airways and the problems they experienced in 2018 with the ‘CEO pay scandal’ and how they could have avoided it. I also looked at the effects of this problem from the owners of British Airways, as well as how it affected their employees and customers and made recommendations on how they could have resolved this and avoid it in the future.























2. INTRODUCTION 

2.1 REPORT REMIT
In this report I will be analysing the 2019 reward issues at British Airways (BA). I will be demonstrating understanding of contemporary employment relations and reward management in organisations. Explaining strategies, policies, structure and processes used to develop and sustain employee engagement and organisational performance. I will explain the importance of employee reward strategies in general, critically evaluate the reward problems experienced, particularly reward implementation issues. I will be looking at employee reward and how it has changed in the last decade and why it is important to organisations. I will also be using theoretical models to critically evaluate the reward problems experienced, particularly reward implementation issues. Lastly, I will provide appropriate recommendations for how the situation might be resolved to the mutual benefit of all parties, which could prevent unrest occuring in the future. 

2.2 EMPLOYEE REWARD
Employee reward is about how people are rewarded with accordance to their value to an organisaiton. It is concerned with both financial and non-financial rewards and embraces the philosophies, strategies, policies, plans and processes used by organisations to develop and maintain reward systems (Armstrong, 2002). Wilson suggests such reward systems are highly important to employees, and when they work well, they reflect a culture that executives want to establish in the organisation – fun, exciting, personal support and so on (2002). CIPD suggests strategic reward is a long-term approach to how organisational rewards can support the business’ objectives and various aspects introduce characteristics of total reward (2019). 

2.3 INTRINSIC REWARD 
Intrinsic rewards are ones that come from within the employee. An employee who is motivated intrinsically is working for his or her own satisfaction and may value challenging work he or she perceives to be meaningful to the company. Employees work particularly well with intrinsic motivation, Pink suggests “that enjoyment-based intrinsic motivation, namely how creative a person feels when working on the project, is the strongest and most persuasive driver (2010). Professor, and one of the world’s leading researchers on human motivation Ryan, believes the secret to a happier and more engaged workforce lies in understanding what really motivates us.  He believes the basic needs that drive our intrinsic motivation and sense of willingness to put our best into our work are competence autonomy, and relatedness (2020). 

2.4 EXTRINSIC REWARD 
Along with intrinsic rewards in an organisation, tend to come with extrinsic rewards too. Armstrong points out that entrinsic rewards provided by employers in the form of pay will help to attract and retain employees and, for limited periods, may increase effort and minimise dissatisfaction (2007). Extrinsic rewards are quantitative and include benefits such as pay increases, bonuses, paid leave and holidays etc. CIPD suggest the structure of employee reward is to ‘reflect the levels of capability as well as the responsibility in a performing role (2019), as reward management is important. Cotton (2018), noted that in the CIPD’s fifteenth survey on UK reward management showed that one of the most important aspects of people management is the provision of employee benefits is required to support the organisation’s objectives and meet the needs and wants of existing and potential employees. 

2.5 REWARD FACTS & FIGURES 
The figures from the National Statistics show that UK employment levels were at a record high in 2008 with average earnings up by 3%. However, the last decade has, to an extent, “been the worst for UK wages and living standards for 200 years” (2019). This is due to low-skills and low-paid jobs leading to even lower productivity and engagement levels in the workplace. However, in 2017, Tesco announced their plans to raise staff salary by 10.5%, alongside an improved maternity package. The CEO Matt Davies states “This reward scheme is the biggest we’ve made for a decade” (2017). Employee reward is important as factors such as pay and benefits attract, retain and engage employees. However, there are factors that challenge reward and risks in reward management. The inability to attract and retain the employees by a lack of focus on their needs and wants and financial risk cost management. This risk can lead to not being able to keep up with pay rises and other pay-related staff benefits such as incentives. 

2.6 TOTAL REWARD
Wright states that total reward views pay and benefits as only one part of the reward picture, bringing in other aspects that affect the quality of an individual's working life – for example, learning and development opportunities, work environment/leadership styles in the organisation and employee involvement (2004). WorldatWork also defines total reward as “all of the tools available to the employer that may be used to attract, retain and motivate employees” (2015). It is also common for staff to reward themselves in an organisation. Total rewards include everything the employee perceives to be of value resulting from the employment relationship. It is suggested that the global total rewards program is a key message sender – companies need to make sure they are sending the right messages and aligning all of the components of the employee experience (Effron, et al., 2003). The total reward 5 components are compensation, benefits, flexibility, performance and recognition and growth and development.
Compensation includes the basic salary, but there are other factors place into your pay system, such as incentive pay which works well to motivate retain top employees who enjoy exceeding expectations in the workplace.
Benefits often cover factors such as health, vision and dental. Along with above-average benefits such as savings, retirement and wellness programs such as buy-a-bike and gym passes.
Flexibility is crucial in organisations today. Things such as compressed working, working from home and paid time off for circumstances such as care for family members or bereavement leave is important to offer in the workplace.
Performance and recognition is also important as employees want to receive feedback to excel in their job roles, and get recognised for it. Employees require set goals and rewards for reaching those goals, this is a great platform to provide for them. Employee of the month, regular one-to-one meetings and performance reviews are often used to exercise this.
Growth and development, similar to performance and recognition except it’s a step further, it’s gaining the feedback then developing from there. To support this organisations tend to organise training for employees, promotions in the workplace and leadership coaching.

2.7 REWARD PROBLEMS 
Employee reward can come with problems and risks. CIPD (2012) Annual Survey Reports states that risks connected with reward implementation and change management predominate, with poor line management understand of reward, inability to communicate desired performance and behaviours, inability to change reward structures quickly and employees’ lack of understanding of performance and behaviour requirements. As employee reward have important factors such as pay and benefits, it can become difficult to retain these factors in order to retain employees. However, the most effective to follow employee reward to align with the business and employee needs, this will reflect the business’ performance and purpose. Failure to do this can result in employees not being engaged as the rewards may not be perceived as fair, which can lead to employees being unproductive in the workplace and not passionately aiming to achieve the organisations’ goals. 




3. BRITISH AIRWAYS 
In September 2019, the chief executive of British Airways (BA) got heavily criticised for accepting a salary increase by £530,000, which resulted in pilots going on a two-day strike in regards to their salaries not being ‘good enough’. BA had no other option but to cancel almost 100% of their flights in preparation for the pilots 48-hour strike. Mahood stated that an estimated 145,00 passengers were affected by the flight cancellations, with 170,000 flights to and from London’s Heathrow and Gatwick airports were cancelled on those two days (2019). 

TOLMAN’S BEHAVIOURISM THEORY
As previously stated in this report, employee rewards and benefits are to attract, reward and retain staff. The pay rise rewarded to the CEO and not the pilots, resulted in them going on strike which goes against rewarding all employees based on their performance. Workers will not be productive without praise. Jain points out Edward Tolman’s behaviourism theory was that the worker would learn to be more productive by building an association between taking orders or following directions and expectancies of monetary reward for this effort (2005). This theory had a great impact on human relations. 
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FIGURE 3 - EDWARD TOLMAN’S BEHAVIOURISM THEORY. REDMOND, 2016.
This is a practical and positive way of improving motivation because it can, help leaders create motivational programs in the workplace. If employees put in the effort, and perform well they should be rewarded as a result. This helps retain employees and makes a positive impact towards the organisation’s goals. 




3.1 BA EMPLOYEES
Accoriding to Heneman, In 1996, HR professionals and other managers began experimenting different types of rewards in the organisation, including skill-based pay. From this, they discovered that by using the right reward system for the company, valuable business results can be generated (2007). If BA had implemented a sound reward system, such as following Tolman’s theory, their pilot employees would have been less likely, or not likely at all to have gone on strike and cost the airline company money and flight cancellations for customers. The best way to get employees working hard is to motivate them as they like to understand why they’re working hard and what they gain from it. “Employee motivation is a reflection of the level of energy, commitment, and creativity that a company's workers bring to their jobs” (Rakaf, 2014).

3.2 BA CUSTOMERS
In 2018, BA removed certain flight perks for passengers, one of them being free food on short-haul flights which caused the company to lose loyal customers. With passengers being left to pay for snacks and hot beverages, BA got heavily criticised on social media by previous passengers who stated they would never fly with them again. Along with that, BA also decreased the legroom in economy class to add more seats, in attempt to hold as many passengers as possible on their aircrafts. The BA spokesman stated “The new aircraft will have brand new seats set to a gentle recline to ensure everyone in the cabin enjoys a comfortable journey. These changes will also allow us to offer more low fares to customers.” (2018). By BA using choosing quantity over quality in relation to the passengers’ experience during flights, they experienced a loss of customers and customer loyalty. Many different tripadvisor reviews were made with passengers experiencing the same problems. Customer shorter in height stating even they struggled with leg room, the incline not being suitable, the plane being crowded with passengers sitting close together etc.

3.3 BA OWNERS
By pay levels being increased, consequences occurred such as less profit for shareholders, loss of customer loyalty and less budget for external threats to BA. British Airways were left with a series of problems where their pilots went on strike due to their salaries, which led to thousands of flights being cancelled and losing out on loyal customers, resulting many losses for the airline. The owners were left to deal with these issues which started off with a weak employee reward system, this lack of reward had a massive impact on the owners. Looking at the CIPD profession map, BA would benefit from the map if they implemented it into their employee reward system. The CIPD profession map is about impact not activity. It focuses on the knowledge and behaviours needed to create value and make an impact in the workplace, shifting the focus from generic best practice to values-based descision-making (CIPD, 2018). 
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FIGURE 3.3 - CIPD NEW PROFESSION MAP. (2018). 
According to ACAS, the map can be used to identify development areas for your role and career, where you can then use the values to inform your decision making, identify development areas for your team and stand out as a relevant and credible company and navigate complexity and uncertainty (2019). By BA using this map, it can help deliver a more skilled, fulfilled and motivated workforce – one that’s treated fairly, able to work in newly flexible ways, and better rewarded for their efforts. “When the people profession is at its best, everyone benefits” (CIPD, 2018).
















4.RECOMMENDATIONS 
According to CIPD’s 2012 survey on reward management, reward professionals are aware of the risks of not achieving the right balance between affordability and a competitive reward package (2012). To manage these risks, regularly reviewing your reward systems will ensure more efficient reward risk management. Reward risk management is not about eliminating the risks in your organisation, it is about managing the risks accordingly. This can be done by communicating well. Communication is important between manager and employees in reward management. Employees feel rewards are poorly communicated by their line managers, therefore employees require clear structure on what they need to do to get rewarded in the workplace, which managers need to explain. Poor communication is partly what led to BA pilots going on strike. Reward risks can also be managed by handling expectations on rewards will also be beneficial to the organisaiton. Ensure the rewards and benefits that are being presented to employees are achievable, this will meet employees’ expectations, leaving them satisfied with their targets and achievements. Lastly new perks of working in the organisation will help resolve employees from leaving. Kanungo and Medonca (1988) mention a stage in reward systems, which consists of formulating a new reward system, editing the current system or adding to it. This ensures employees are always aware of the reward systems and have a variety of rewards throughout their time in the organisation. This will also keep them interested and motivated in the workplace.
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