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[bookmark: _Toc1612082415]Executive Summary
The 21st century is characterised as volatility, uncertainty, ambiguity and complexity, the fluctuation of the external environment and rapid development of social economy also lead to the changes within the organisation, which result in the attentions of employee reward shift from financial reward to non-financial reward, that is, intrinsic incentives. Employee rewards should be valued by the organisation since it could affect the talent recruitment, innovation development, and the improvement of the core competitiveness of the organisations.

Nevertheless, the relationship between pilots and British Airways (BA) has recently become rigid as a lock of consensus on the employee rewards, which has affected the operation of the company as well as been reported with much negative news. Therefore, based on the analysis, the recommendation will be:

· Short-term: establishing two-way communication channel and providing reward packages
· Medium-term: pay increase
· Long-term: adapting total reward management that could support sustainable development of business strategies.
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[bookmark: _Toc1615458353]1.0 Introduction
According to Armstrong (2007), employee rewards can be interpreted as rewarding people according to their contributions; aligning incentives with business goals and employees’ values and needs. While the concept of employee reward has changed with the development of social trends.

As a result of demographic changes, the workplace has become increasingly diverse, and employees need to get used to working with different generation colleagues, and employers need to master the characteristics of different generations to better manage the organisation. Besides, the rise of technology and the development of globalisation have changed the development orientation of global value chains and organisations, intangible assets are increasingly valued, while labour-intensive manufacturing is also declining.

However, when considering the employee reward of the organization, employers should not only consider the change of the external environment but also the internal environment of the organisation is essential, such as the relationship between employees. As for BA, the rigid relationship between employers and pilots since the pay problems has affected the regular operation of the enterprise.

Therefore, the purpose of this report is to investigate what employee rewards are based on BA case studies, the changes in employee reward in the last decade and its impact on the organization. Eventually, analysing and explaining the relevant recommendations according to the problems with BA employee reward.
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[bookmark: _Toc372789850]2.0 Literature Review and Findings
Generally, reward and pay to form a side of the employment of contract, and it can be defined as the remuneration and compensation to employees (Armstrong, 2007; Dibben, 2011; Gennard et al., 2016; Khalid & Nawab, 2018; Cotton, 2019). With the development of the social economy, there is a wider concept of ‘total reward’ in which composed by compensation, benefits work-life balance, performance & recognition and personal & professional development, indicating the increasing importance of non-financial incentives (Manas & Graham, 2003; Hoole & Hotz, 2016; Worldatwork, 2020).

[bookmark: _Toc1269210651]2.1 Employee Reward
There are diverse arguments of employee rewards from different perspectives. Some concept tends to explain the employee reward as the compensation for work done by employees (CIPD, n.d.), while others have a broader definition of reward that all the financial preparation as well as involves the non-financial reward (Thompson, 2002; Armstrong, 2007; Cotton, 2019). But, these scholars have a consistent consensus on the aim and objective of employee reward, that is, supporting the achievement of organisational strategy through meet the expectation of employees and promoting the performance (Dibben, Klerck & Wood, 2011; Cotton, 2019).

Likewise, the concept evolution of employee rewards was influenced by historical development as well. Traditionally, the focus of employee rewards was attracting, maintaining and motivating employees to satisfy the requirement of employers (Wilkinson& Johnstone, 2016; Antoni et al., 2017). While employees demand greater flexibility and transfer attention to customised reward such as recognition in the contemporary organisation with the advent of the post-management era (Chakhoyan, 2017; Marriott et al., 2019; Okros, 2019; Shields et al., 2020). Dan Pink (2009) further review and proposed a new concept, i.e., intrinsic and extrinsic motivation, and points out that simply motivate people with commissions and bonus would be counterproductive and hinder their creativity, the future business operational system should be autonomy, mastery and purpose. The conceptual changes also reflect the taken place in society since the 4th industrial revolution.

[bookmark: _Toc668345706]2.1.1 The Changes
Employees of different generations in contemporary workplace needed to collaborate together due to changes within the labour force over the decade, while multigeneration present diverse characteristics and driven by different incentives. Helyer & Lee (2012) report that one of the most obvious trends is the ageing of the workforce. According to ONS (2016), the proportion of older workers in the workplace has doubled from 6.6% in 2006 to 10.4% in 2016. Meanwhile, the number of graduates is growing as well, with 14 million in Britain (ONS, 2017), which means increasing new generations pour into the workplace (Bratton, 2007; Malcolm et al., 2015; Sattar, 2016). Youth generation usually defined as achievement-oriented, tech-savvy and eager to be noticed (Twenge et al., 2008; Lowe et al., 2008; Kane, 2011), the meaning of work, the challenges of growth and personal and professional development are particularly crucial for the younger generation (Giancola, 2010; Hannay and Fretwell, 2010; Helyer and Lee, 2012). For these older workers, the main drivers are pensions and self-worth at work (Ayling and Miller, 2019). A workforce of generations embodies a variety of different attitudes, values, motivations and beliefs, as well as indicates that the labour market will continue to evolve and become more diversified and complicated in the present, and future (Anantatmula & Shrivastav, 2012; Stuart, 2015; Sakdiyakorn & Wattanacharoensil, 2018).

The importance of high-tech talents and intangible assets are increasing dramatically as a result of globalisation and the rise of technology. Sako (2009) and Wright et al (2010) support this notion that enterprises are increasingly focusing on advanced skills as a prerequisite for the knowledge-based era, including the UK. Meanwhile, automation reduces the importance of labour cost (Labor-intensive manufacturing fell from 55% in 2015 to 43% in 2017), therefore, global value chains are becoming more knowledge-intensive as well (Antonelli & Fassio, 2016; Lund et al., 2019; Sousa, 2019). Also, employees have more options in terms of employment as technology enabling them to work anywhere and anytime (Bain, 2016; Churchill, 2019), which means this will be a challenge for employers since they need to consider how to attract and retain talents so as to improve the competitiveness of enterprise (Bond, 2015; Cannon, 2015).

[bookmark: _Toc1546806932]2.1.2 The Importance of Employee Reward
An appropriate reward system can support the organisation to attract and maintain talents so as to stimulate innovation and gain core competitiveness. It is not wise to imitate others in order to stand out from the competitive globalised world (Brondoni, 2012). Pisano (2015) support this notion that no fixed system can be suitable for all companies and normally operate in all situations, yet innovation can help organisations to design systems that meet specific competitive needs. Brash et al (2008) and Mickahail (2015) demonstrate that innovation has become a major driver factor of performance, growth and valuation since the development of globalisation, while the team and individual incentive could effectively promote innovation (Christiansen, 2000; Craig, 2018; Darmaki et al., 2019). By 2030, the number of jobs/positions is projected to be greater than the number of people, therefore, incentive strategy will become particularly essential to help companies attract and retain talent in this labour market where talent is scarce (Senna, 2008; Martindale, 2014; Schlechter et al., 2014; CIPD, 2015).

Moreover, reward systems could support the organisation to enhance employee satisfaction and engagement through establishing a channel for communication. Communication is a key factor in organisational effectiveness (Dickson, Rainey & Hargie, 2003; Quinn and Hargie, 2004; Downs and Adrian, 2004; Robson and Tourish, 2005; Ruck et al., 2017). Two-way communication not only enabling employee voice been received, but provides an opportunity with managers and employees to exchange views on issues, and thus improve the performance (Wilkinson et al., 2004; Tourish & Robson, 2006). Additionally, employees can have a better understanding of the operation principle of the reward system during communication. Heneman (2004) highlight that there is higher satisfaction with the reward system when employees have more understanding about the operation principle, while greater satisfaction can bring more contribution to the company.

[bookmark: _Toc1894559189]2.2 Problems with Reward Strategy
Primarily, the significant damage that awful reward system brings to owners is to affect the capability of the organisation to respond to the external environment fluctuation. Recently, British Airways (BA) has lost legal action against pilot strikes, and the reason for the strike is that employees claimed equal and reasonable pay (Mahmood, 2019; Topham, 2019). BBC News (2019) discuss that could cost airlines as much as £40 million a day, and unfortunately, airlines cannot predict how many employees will be involved in the strike so have to cancel nearly 100% of flights (Nelson, 2019). Meanwhile, if BA wants to address the disputation caused by the strike, it will need to respond to the employee’s pay increase requirement that undoubtedly anther substantial expense for BA, which means the budget of BA for investing in other fields of the business will be reduced, technology changes, for instance, is the majority competitiveness for the organisation to campaign with the peer industry (Greitemann et al., 2014; Mian et al., 2016; Clark et al., 2018; Jain, 2019). While the decline in the budget is one of the key factors in slowing technology innovation.

As for the employees, dissatisfaction and depression might be caused by the reward system. Armstrong (2017) has defined the psychological contracts as the foundation of employee relations that express certain assumptions and expectations about what managers and employees must and are willing to provide. However, a report by Mahmood (2019) and Topham (2019) reveals that BA constant cost-cutting and reduced sincerity in treating employees have led pilots to lose trust and confidence in the organisation, meanwhile, the CEO gave himself a pay rise over £500,000, which exacerbated employee dissatisfaction. Wayne et al (2007) and Rozario (2012) argue that the violation (i.e. a breach of the psychological contract) would result in the withdrawal of individuals from the organisation, inability to perform or lack of productivity. The eventual impact on BA might be that they lose competitiveness in competition as a lack of talent.

Regarding the impact of the trade union, the membership would be decreased when they did not receive the expected salary and further exacerbating inequality. The existence of trade union is for the equality of employees (Gennard et al., 2016), therefore, when the number of trade union members in organisations decreases, it also means reducing the scale of the group that speaks to employees who are unfairly treated. Dibben et al (2011) point out that inequality has worsened over the past three decades, which from 0.28 in the 1970s to 0.34 on mid-2000s in the UK (OECD, 2010) (Higher value with the greater inequality). In highly unequal societies, mental health and stress are terrible. And it also means that managers have less understanding of the material conditions of employees, thus weakening unity and cohesion within the organisation. More serious might form a vicious circle, thus reducing the economic growth of the whole society (Lopez et al., 2016; Mumtaz et al., 2017; Chi-Chuan & Chien-Chiang, 2018).

From the customer perspective, if the end result of the strike is a BA increase in pay for employees, then they worry about whether the increase in salary will lead to higher ticket price; if BA does not eventually raise their pay for pilots, they may experience a reduced quality of service experience. Staten (2019) said BA lost the trust and confidence of pilots due to cost reductions and awkward branding. Shareholders want to squeeze out the last penny from customers and employees. Another news reported by Salmon (2018), the BA cut back on the customer’s allowance, so that customers have to pay for M&S meals on their own, which indicates that consumer benefits are shrinking as well.

[bookmark: _Toc1116255454]2.3 Improvement of Reward Strategy
The problems with BA employee rewards on the basis of section 2.2 analysis can be summarised as unequal pay and discontent with management. A range of evidence demonstrates rigid relations between BA and pilots, frequent negative reports on BA, for instance, recent strikes, and reviews on the website (Such as Glassdoor, and BA recently dropped its rating on the site to 3.4). According to Dan Pink (2007), the reward should not only stay in the extrinsic incentives but as well as should pay attention to the intrinsic incentives. Therefore, considering the turbulent external environment, the reward strategy would be elaborated in the short-, medium- and long-term, corresponding to non-financial incentives, pay increase and total reward management.

[bookmark: _GoBack]Firstly, owing to the fund shortage of BA caused by losses from strikes and sudden outbreaks of coronavirus, the non-financial benefit might be a suitable choice to rescue for lost employee trust. Specifically, managers could build a two-way communication channel to frankly inform that the enterprise might face a considerable fund shortage and therefore cannot immediately satisfy the pay increase needs of all employees. While they can provide employees with diverse reward packages, such as flexible working and work/life balance, to appease employees. Meanwhile combining with the recognition of employees. Peterson & Luthans (2006) highlight that recognition could have the same effect as financial incentives in terms of positive impact on productivity. Furthermore, BA could begin to consider the issues of how big a pay increase when the funding gap is closed in the medium term. Research by Heneman (2004) finds that the general pay increases are fluctuating between 4% - 12%, and the minimum pay increase in which positively influence the behaviour and attitude of employees are 7%.

Eventually, reward systems should not be treated as an isolated part in the turbulent and unpredictable change world. Heneman (2004) have suggested that the ‘New Pay’ does not just awards for salary increases and other incentives, rather link them to the achievement of the organisation’s strategic objectives. Further, Dibben et al (2011) also found that ‘New Pay’ not only should indicate the external labour market but also be required to involve the actual contribution of employees to the enterprise. Research by Uhl-Bien et al (2007) and Nonaka & Nishiguchi (2001) finds that the operation form of the new era is to realise the aggregation of intellectual assets through distributed intelligence and cellular network, which present the characteristics of dynamic and interaction (Cilliers, 2001). Therefore, the reward strategies should be adaptable to changes in the external environment if the organisation want to develop reward strategies that can be applied for a long term. That is, reward strategies required the capability that can support the organisation’s sustainable business goals over the long term and readily adapted to changes in external environmental policies and social trends (Cotton, 2019).

Generally, the advantage of adopting the above approaches is that it can help enterprises adapt to external changes and make adjustments at any time, yet, meanwhile, it also requires a huge cost on employee rewards. In addition, if the organisation heavy relies on non-financial rewards, it may be counterproductive because the non-financial rewards will be regarded by employees as a move to cut corners to avoid financial rewards.


[bookmark: _Toc488275186]3.0 Conclusion and Recommendations
With the development of social economy, the term ‘employee reward’ has been replaced by ‘total reward’ in which involving basic salary, pay increase, benefits, and non-financial rewards, each element of total reward are linked together and viewed as a holistic whole (Manus and Graham, 2007).

According to a case study of BA strikes, employee rewards play a crucial role in the enterprise since it has wide influences on the organisation involving the external talent attraction of organizations, internal business operations, innovation and the atmosphere of relationships with employers and employees.

Therefore, based on the survey and analysis, it is understood that the total reward management does not rely any independent operating reward mechanisms, but considers various approaches in which people can be awarded diverse ways and felt valued during working. ‘Incentive policies can not be considered, designed or operated independently of their context, so incentive management needs to be carried out in the context of internal (corporate) and external environments’ (Armstrong, 2007).

Considering the scheduled of the employee reward system, the recommendations will be illustrated in three stages as follows:
· Short-term - establishing a two-way communication channel and providing reward packages
· Medium-term - a pay increase
· Long term - adapting total reward management that could support the sustainable development of business strategies.
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[bookmark: _Toc2086566175]Appendix - Factors that Affect the Employee Reward
	Political Factors
	Economic Factors

	· Brexit
	· Exchange Rate
· Rates of Pay in the Marketplace

	Social Factors
	Technology Factors

	· Demographic Shifts - Multigeneration
· Employment Trends
· Coronavirus
	· Globalisation
· Social Media - Communication

	Legal Factors
	Environment/Ethnic Factors

	· Equal Pay Act 1970 and Equal Pay (Amendment) Regulations 1983
· Employment Equality (Age) Regulations 2006
· National Minimum Wage Act 1998
· Working Time Regulations 1998
· Data Protection Act 1998
· Transfer of Undertakings (Protection of Employment) Regulations 1981
· Financial Services Act 1986
	· Capitalism v.s. Socialism
· Corporate Social Responsibility 
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