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[bookmark: _Toc39170488]Executive Summary: 
The aim of this report is to analyse and evaluate the rewarding issues that occurred at the aviation organisation British Airways in 2019, along with providing an insight into the rewarding issues that occurred at British Airways through the points of view of its owners, employees, customers and the trade unions. British Airways launched on the 25th of August 1919 with its first flight from London to Paris and since 1919 BA serves 45 million customers annually. The outcome of this report shall provide recommendations to assist with similar situations arising in the foreseeable future that will be beneficial for all shareholders and stakeholders of BA. Employee reward strategies have been under constant revaluation as the current organisational environment is changing. The motivational models focus on ensuring that employees can become “intrinsically motivated”. Intrinsic motivation consists of internal sources such as the feeling that an employee will get after completing a complex task, along with various rewards that are considered intangible, as these rewards are from the individual being intrinsically motivated to complete the task. Extrinsic motivation is driven by sources such as employees receiving praise for completed tasks, and these types of rewards include vacation payments and salary raises and bonuses. To conclude, it is important for organisations such as British Airways to consider providing competitive rewards and benefits as it can improve employee productivity and motivation but can also be used as a competitive advantage against its competitors. The recommendations for the benefits of all parties involved include a phased pay increase and to provide new cost-effective rewards for British Airways.
[bookmark: _Toc39087523][bookmark: _Toc39170489]Introduction:
[bookmark: _Toc39087524]The aim of this report is to analyse the reward issues that occurred at British Airways in 2019 and to view the rewarding issues through the various viewpoints of the British Airways as an organisation, its employees, customers, and the trade union's that were involved.  British Airways launched its first daily international flight on the 25th of August 1919 from London to Paris and since then serves 45 million customers annually (British Airways Heritage , 2020). British Airways currently, as of 2018, have 42,384 employees across its fleet ranging from pilots to cabin crew and engineers to support staff (Statistica, 2019), and the outcome of this report will include possible recommendations for how the situation can be resolved for the benefit of all shareholders and stakeholders of British Airways. 
1. [bookmark: _Toc39170490]Importance of Employee Reward Strategies
Employee Reward has been defined by CIPDa (2019), as "covering all financial provisions made to employees, including cash payments and wider benefit packages such as pensions and paid leave".  A recent example of an organisation providing a reward to its employees was Greggs, where the organisation paid £7m, with the equivalent of a £300 bonus to its employees, after what was described as an “exceptional year” for the company (The Financial Times, 2020). 
The concept of total reward is described by the CIPD as a “wider provision” that will cover any aspects of employment which can be considered valued by an employee, which includes nonpaying benefits, such as, opportunities for career development and the use of recognition schemes such as employee of the month awards (CIPDa, 2019;CIPDb, 2019).  An example of an organisation that is using the provision of the total rewards is Nestle, whose total rewards approach consists of variable and fixed pay, personal growth and development, benefits and work-life environment are all reviewed against the industry's standards to ensure that the elements are attractive and are able to retain its employees (Nestle NZ, 2020; Pos & Christopher, 2013). There are five main components to total rewards consisting of compensation, work-life balance, recognition and performance, benefits and developmental and career opportunities, these five elements provide an organisation with a strategy to be able to retain their employees.  
The concept of reward has been revaluated within the last decade, especially since the GIG economy has become a workplace of choice for many. The landscape of talent has drastically changed within the last 10 years with more clarity and a broader range of information available in the market regarding how much a career is worth in different organisations and sectors. As a result of this, the concept of organisations providing rewards to its employees has also changed due to new demands, and should an organization offer a wider range of impactful and well- being focus rewards it will reflect the importance of the workplace wanting to develop a relationship with its workforce (Deloitte, 2019).
Dan Pink has proposed a new motivational model that can be considered relevant for the innovative workplaces within today’s organisational environment. This model’s main focus is on enabling people in the workplace to “become intrinsically motivated”, through the use of internal drives and devices as a source of improving motivation (Pink, 2009), and that developing a workforce that is mainly focused on autonomy, mastery, and purpose has an increased impact on improving employee performance more than external rewards that are offered by organisations (Dupont, 2019). The two types of motivation that have been identified are known as intrinsic motivation and extrinsic motivation and these produce intrinsic rewards and extrinsic rewards. Intrinsic motivation is driven by internal sources such as the feeling of an employee completing a task that can be considered to be challenging,  and the intrinsic rewards from this type of motivation are intangible, as these types of rewards come from within the individual themselves from being intrinsically motivated to work for their own satisfaction. Extrinsic motivation can be driven by various external sources such as an employee receiving praise for a task that has been completed, and these types of extrinsic rewards include holiday payments and salary bonuses for employees. Historically, a trend that had seen employees motivated by extrinsic rewards, was Taylorism, where it was deemed that employees are only motivated to be productive within the workplace due to extrinsic rewards and that employers should consider rewarding their employees for increasing its productivity (Gennard & Judge, 2010; Dibben, et al., 2011, p. 77). 
Within the last 10 years, there has been a keen interest in the concept of the importance of an employee voice.  An employee voice is a means where individuals communicate their personal views or concerns to employers that may have an influence or have an impact on them within the workplace. This interaction is particularly useful for opening and developing trustworthy relationships between an employee and their employer which can be used to contribute towards an increase in organisational success (CIPD, 2020), along with improving motivation and commitment for employees (Armstrong, 2007). Employee voice is an important element for organisations as productivity is improved where an employee can feel that they are able to voice their opinion and have their opinion listened to and that their personal opinion and views will be considered when decisions are being made that may impact them in their work environment and this is an important factor as to how organisations can determine how much their employees value their working environment (MacLeod & Clarke, 2009).
An employee’s demands have also had an influence on how the concept of rewarding has changed within recent years, for example, the most common benefits that employees in the current multigenerational workplace have requested include benefits such as introducing flexible working hours, health insurance, an increase in paid holiday time and the option to work from home (Harvard Business Review, 2017). 
According to a survey that was conducted by Glassdoor (2015), 60% of participants had reported that employee benefits were a crucial factor to consider the acceptance of a role offer, with 80% of its participants stating that they would choose additional benefits that were offered over an increase in pay.  It is important for organisations to drive the concept of rewarding its employees as recognising and rewarding employees for both an individuals and departmental efforts and actions produces happy and confident employees that will be eager to continue providing more effort on the concept of being recognised and rewarded for their actions, and when employees are rewarded for their actions and efforts they are more likely to stay in the respected organisation (Forbes, 2017).  It is also crucial that an organisations reward strategy provides support to the organisations business strategy and main operational visions, this is a weakness for numerous organisations especially if a rewards strategy has been developed but not to the knowledge of its employees, or its main focus is on individual rewarding in contrast with rewarding for the team or departmental efforts (Reddy, 2018).  An example of a challenge that can impact the drive for reward is globalisation which can create competition.  
[bookmark: _Toc39087525][bookmark: _Toc39170491][bookmark: _Toc39087526][bookmark: _Toc39170492]2. Theoretical Models:
2.1 BA – The Owners
The most recent payment disputes with BA and its pilots in 2019 over insufficient pay and working conditions resulted in an agreement to provide a pay increase of 11.5% over the course of three years (BBC, 2019). This strike cost British Airways £121 million worth of loss in revenue and additional costs for replacing flights for its customers. Another impact of this strike on BA is that profits for the year of 2019 would be impacted with an estimate of €215m lower than previously, which would cause a loss in profits for shareholders and a loss in investment funds in the future from its investors (Forbes UK, 2019). From the viewpoint of British Airways, BA could potentially argue that their Pilots and Cabin Crew are amongst the highest paid in the aviation industry with a pilots salary starting at £88,000 a year which can increase to £125,000 for an international Pilot with a flexible benefits scheme with numerous benefits such as, lifelong insurance cover, sickness cover and private medical cover, along with being described as “one of the best aviation companies to fly for” in regard to an average salary, and therefore could potentially argue that the set salary and reward benefits are competitive with its competitors (British Airways , 2020; Aviation Job Search, 2017).
 The Covid 19 pandemic had an unprecedented impact on British Airways and the Aviation industry as the flight capacity for Lunar New Year in and out of China had a 71% decrease in comparison with the same time period in 2019, many in the aviation industry had to increase its flight prices in the wake of the Covid 19 lockdown in designated locations such as, Italy, China, and Spain which could lead to a loss of customers due to the sheer increase in prices (World Economic Forum, 2020), along with its pilots being hit with a wage decrease of 50% with an agreement from the Balpa trade union where its pilots would take two weeks unpaid leave along with a pay deduction for the following three months due to the economic impact of the Coronavirus pandemic (The Financial Times, 2020).
[bookmark: _Toc39087527][bookmark: _Toc39170493]2.2 Employees 
[bookmark: _Hlk39154597]The J Adams Equity Theory was developed by John Stacey Adams in 1963 and is mostly used for being a relevant theory for understanding employee motivation (Miner, 2005). The term equity has been used to describe this theory, however, according to Miner (2005) , it is appropriate to consider this theory to be an inequity theory, due to the concept that inequity must be achieved for this theory to become mobilized. 
In regard to British Airways, since the threatened cabin crew strike that occurred in 2007, BA has insisted and committed to providing a "fresh start" for the organisations, its employees and its customers along with implementing the agreement that was settled in regard to the employees strike to develop and improve BA’s relationship with the cabin crews trade union. The BA Pilot strike of 2019 would have had an impact on the employee’s motivation to continue within their roles, especially as the CEO of BA had taken a pay increase of over £53,000 a year, while the offer of an 11.5% of a pay increase for BA’s Pilots was still in negotiation, this movement has had an impact on the BA pilots’ motivation within their respected roles, as this action has caused for employees to feel a “loss of trust and confidence” with the BA management (Metro, 2019). 
[bookmark: _Toc39087528][bookmark: _Toc39170494]2.3 Trade Unions 
The failure of reaching an agreement or providing a desirable pay award to employees can cause a decline in trade union membership. The main trade union member group for British Airways is BALPA, which is the British Airline Pilots Association that is recognized as the professional trade union that represents the interests and wellbeing of all pilots within the UK. The union has over 10,000 members and is a recognized union in over 23 countries with over 85% of its members flying within the UK (BALPA UK, 2020). Recent figures that have been provided by the Department for Business, Energy, and Industrial Strategy (2019), have shown that trade union membership in the private sector had decreased by 47,000 members in 2018. There are numerous challenges that the trade unions must overcome in order to prevent a further decrease in membership losses due to the changing demographics in its membership levels. An example of a current challenge that is being faced by the trade union movement is how to replace the current aging levels of membership with younger trade union members, as currently there are 40% of union members are aged 50 and over in comparison with 4% of its union members being between 16 -24 (TUC, 2018). 
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[bookmark: _Toc38190794]Figure 1: Trade Union Membership Levels in the UK (Department for Business, Energy and Industrial Strategy , 2019)
 This figure shows the amount of trade union members in the UK from 1892 to 2018. This figure shows that the concept of trade union membership constantly varies from its introduction in 1892 at just below 2000 members, to its highest point of 12,000 members in 1982 to its current point of over 6000 members in 2018. A common cause of dispute that trade unions assist organisations with is pay relations and therefore if the union fails regarding resolving a dispute over decent pay it will be detrimental to the union's power of position (Unite The Union, 2020). 
[bookmark: _Toc39087529][bookmark: _Toc39170495]2.4 Customers  
The rewarding implications that have been experienced by British Airways employees can also have a profound impact on its relationships with customers. For example, the increase in prices due to the Covid 19 pandemic has resulted in unhappy customers, but the 4,571 flight cancellations due to the BA pilot strike in 2019 had also resulted in numerous complaints from passengers due to lack of information surrounding rebooking and refunding of flights that were affected (BBC, 2019). Another potential impact is that these implications for employees can cause employees to become demotivated within their roles which in turn will reduce the quality of service that is perceived from its employees to customers, which can cause a loss of confidence for travelling with BA and a loss in profits for its investors and shareholders.

[bookmark: _Toc39170496]3. Conclusion
To conclude, various employee reward strategies are important for organisations such as, British Airways as providing competitive benefits and rewards improves employee productivity and motivation within the workplace, but it is important for an organisations reward strategy to complement its business strategy. The current rewarding and pay strategies that are in place for British Airways are competitive with its competitors in the aviation industry, however, these have been met with conflict from its employees taking various pay decreases that were proposed by British Airways and the recommendations that have been provided would potentially provide the resolution of such issues for the benefit of all parties involved.
[bookmark: _Toc39087530][bookmark: _Toc39170497]4. Recommendations 
[bookmark: _Hlk39161095]A possible recommendation for British Airways for the benefit of all parties involved is a phased pay increase over a certain amount of time. This recommendation is currently in use as the National Minimum Wage, which increases for all age groups annually. The increase in the national minimum wage is currently increasing to four times the inflation rate and has been described as being “the highest cash increase ever” (BBC, 2019b). This recommendation is a costly recommendation especially for British Airways to consider as introducing a phased pay increase for over 42,000 employees is an expensive consideration, however to a certain extent over the time period of a few years a pay increase may be achievable. 
An alternative solution to the employee reward dispute for British Airways would be to provide new and improved employee benefits which can be cost-effective and can improve productivity within the workplace. For example, cost-effective solutions such as providing a wider variety of learning and development opportunities and the possibility of introducing a flexibility system for employees. Regarding British Airways the possibility of introducing flexible working opportunities to its employees may be challenging especially for its pilots and cabin crew members. In consideration to this, ensuring that the employees are heard and take any suggestions that have been made by employees into consideration when proposing suggestions to improving rewards, as valued employees are more motivated to succeed within the organisation, and this type of recommendation can be beneficial to all stakeholders, shareholders and employees as their opinion can be considered to improve future rewarding practices and strategies. This strategy has the potential to highlight any existing tensions and issues that may have been present prior to the agreement of a pay increase over the course of three years for its pilots, and therefore ensuring that its employees are kept informed of organisational and external developments is crucial for British Airways to consider in order to ensure that its employee's voice and opinions are taken into consideration.
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