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[bookmark: _Toc22914736]1. PESTLE Analysis
HSBC is a banking and financial services organisation that was founded in Hongkong and Shanghai in 1865, and headquartered in London since 1941(HSBC, 2019). Now HSBC is one of the largest multinational company ranking No. 21 in the latest ‘Forbes World’s Largest Public Companies’(FOBES, 2019), which operates in 65 countries and territories(HSBC, 2019). HSBC Bank (China) Company Limited began operations in 2007 as a locally incorporated foreign bank and has become one of the largest investors among foreign banks in mainland China (CHEN et al., 2018). As the macro environment and external factors have significant impacts on the organizational ability to attract talent (Kew & Stredwick,2016), the following is the PESTLE analysis of HSBC in China’s financial industry.
Political Analysis
Since China joined WTO in 2001, the opening of China's financial industry has made remarkable progress. In recent years, Chinese government has launched a number of policies to lower the threshold for market access and expand the business scope of foreign financial organisations(CHEN et al., 2018). For instance, according to the amendments of regulations on foreign banks and insurers in 2019, Foreign banks are allowed to simultaneously set up branches and wholly foreign-owned bank or joint-venture banks in China; the requirements that companies that apply to establish foreign-invested insurers in China have a track record in the business of over 30 years and have a representative office in the country longer than two years have been removed(Jiang and Zhou, 2019) . The new rules will attract more foreign capitals especially smaller foreign banks and insurers to invest in China.
Economic Analysis
Since the market economy reform in 1978, China has made striking economic development gains and has become the world’s second largest economy(World Bank, 2019). China has been classified as an upper middle-income country by the World Bank. China's economy was ranked the second most attractive to multinational companies for 2017-2019 and world's second largest FDI recipient, only behind the U.S (UNCTAD, 2019).  China’s financial market is becoming more open to foreign capitals. From 2003 to 2017, the assets of foreign Banks in China increased from 415.9 billion yuan to 3.24 trillion yuan, with an average annual growth rate of 17%, but foreign banks it is at an obvious disadvantage compared with China's state-owned commercial Banks. (CHEN et al., 2018).
[bookmark: _GoBack]Social Analysis
According to National Bureau of Statistics of China, China has a total population of 1,395,380,000 at the end of 2018(NBS, 2019). Since the government has adopted the universal two-child policy in 2015, China's aging trend has been slowed(Shan, 2016). With a tradition of thrift, Chinese saving rate, at 45.7% of GDP in 2018, is among the world’s highest (IMFBlog, 2018; CEIC Data, 2019), which bring both opportunities and challenges to foreign banks.
Technological Analysis
There are a large number of research and development institutions and universities in China, which indicates that the country attaches importance to investment in science and technology. Oliver Wyman (2017) reported that China's fintech industry has grown spectacularly; from 2013 to 2017, major segments of the fintech market – namely online peer-to-peer lending, online wealth management, digital insurance, and third-party payment – have on average doubled or even tripled every year. China has made obvious achievements in e-commerce, mobile payment and social media platforms, and is making rapid progress in big data analytics，AI, Internet of things and blockchain(Hackett, 2019).
Legal and other Analysis
China is committed to building a country of democracy and rule of law and has built a relatively sound legal system covering laws that fall under seven categories and three different levels (NPC of China, 2014). Compared with the average index of OECD members, i.e. 0.032, China got a much higher financial services FDI restrictiveness Index of 0.268 in 2018, which still represents a decrease of 48.5% from 0.52 in 2015 (OECD, 2019).  


References:
Armstrong, M., & Taylor, S. (2017). Armstrong's handbook of human resource management practice. Kogan Page Publishers.
CEIC Data (2019) China Gross Savings Rate [1952 - 2019] [Data & Charts]. Available at: https://www.ceicdata.com/en/indicator/china/gross-savings-rate (Accessed: 25 October 2019).
CHEN, W. et al. (2018) ‘The Opening-up of China’s Banking Sector: Development, Effect and Policy’, Financial Regulation Research, 10.
FOBES (2019) The World’s Largest Public Companies List. Available at: https://www.forbes.com/global2000/list/ (Accessed: 24 October 2019).
Hackett, R. (2019) China’s Fintech Revolution—The Ledger | Fortune. Available at: https://fortune.com/2019/08/12/chinas-fintech-revolution-the-ledger/ (Accessed: 25 October 2019).
HSBC (2019) Who we are | HSBC Holdings plc. Available at: https://www.hsbc.com/who-we-are (Accessed: 24 October 2019).
IMFBlog (2018) Chart of the Week: China’s Thrift, and What to Do About It – IMF Blog. Available at: https://blogs.imf.org/2018/02/26/chart-of-the-week-chinas-thrift-and-what-to-do-about-it/ (Accessed: 25 October 2019).
Jiang，Xueqing and Zhou，Lanxu (2019) Foreign banks, insurers given broader access，China Daily. Available at: https://www.chinadaily.com.cn/a/201910/16/WS5da60bb4a310cf3e35570a66.html (Accessed: 25 October 2019).
Lipman, V. (2014) How Important Is Flexible Work? 43% Choose It Over Pay Raise. Available at: https://www.forbes.com/sites/victorlipman/2014/10/03/how-important-is-flexible-work-43-choose-it-over-pay-raise/#1fe08c6d1bb4 (Accessed: 28 October 2019).
NBS (2019) National Data. Available at: http://data.stats.gov.cn/english/easyquery.htm?cn=C01 (Accessed: 25 October 2019).
NPC of China (2014) China’s Legal System. Available at: http://english.www.gov.cn/archive/china_abc/2014/08/23/content_281474982987244.htm (Accessed: 25 October 2019).
OECD (2019) Foreign direct investment (FDI) - FDI restrictiveness - OECD Data. Available at: https://data.oecd.org/fdi/fdi-restrictiveness.htm (Accessed: 25 October 2019).
Shan, J. (2016) Two-child policy working, birthrate figures show - China - Chinadaily.com.cn. Available at: https://www.chinadaily.com.cn/china/2016-10/31/content_27220568.htm (Accessed: 25 October 2019).
UNCTAD (2019) World Investment Report 2019. New York: United Nations Publications.
World Bank (2019) China Overview. Available at: https://www.worldbank.org/en/country/china/overview (Accessed: 25 October 2019).
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As a company originated in Hong Kong, HSBC operates in 65 countries and territories including China and UK (HSBC, 2019). The following is a brief summary of the labour market trends in China and UK, since the labour market condition influences significantly the human resource strategy and practice of firms (Edwards & Rees, 2006; Armstrong, 2017; Taylor, 2018). 
China Labour Market
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China has the largest population and labour market in the world. Although the total population increased by 530 million to 139,538 million in 2018 (Figure 1), the natural growth rate decreased from 5.32‰ to 3.81‰ (Figure 2) and the economically active population changed little (NBS, 2019). The World Health Organisation (2016) predicted that the proportion of people aged 60 and over in China will rise to 28% in 2040 (Figure 3), i.e. about 402 million, and China’s aging population problem become more serious than many other countries. Because of the processing of urbanization and adjustment of government policies, the Tertiary Industry Employed Persons and Urban Employed Persons have Increased year by year (NBS, 2019).  
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Meanwhile, the Unemployment Rate in Urban Area decreased from 4.1% in 2014 to 3.8% in 2018 (Figure 4), which indicates a tight labour market (NBS, 2019). However, the slowdown of economy and US-China trade war bring more uncertainty to China’s economy (BBC, 2019).
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Due to the rapid development of the financial industry and continuous new regulations introduced by the People’s Bank of China, China Banking and Insurance Regulatory Commission and China Securities Regulatory Commission, the financial industry faces a huge talent gap (LinkedIn & Aon, 2019).  According to a report of Michael Page China (2018), 92% of fintech employers are concerned about the shortage of fintech talents and 85% of these employers have difficulty in talent recruiting. Moreover, the 7% wage growth rate of foreign financial institutions in 2018 is much lower than Chinese local financial institutions’ 11.8%, which means that foreign financial institutions in China also have to face the challenge of a higher turnover of employees(LinkedIn & Aon, 2019). 


UK Labour Market
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the UK is a multicultural, multi-ethnic country, which has a large white majority and minority communities from all over the world (MarketLine, 2019). The UK’s population was estimated to 66.4 million in 2018 (Figure 5), with a 0.6% increase from 2017, which was the smallest increase since 2004(ONS, 2019). Similar to China, the older population is growing faster than other age groups. Although the total population has a relatively stable growth year-on-year since 1982, migration to the UK has substituted the natural change to be the major driver  of the growth (Figure 6)  since 1998 (ONS, 2019). 
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After 5 years recovery from the financial crisis broke in 2008, the UK’s economy has got a slow but stable growth since 2013, with a remarkably high employment and a low unemployment rates (Figure 7) which have been generally falling for the last six years (Conway, 2018; Cribb and Johnson, 2018; ONS, 2018). According to CIPD’s survey, about 41% employers feel more difficult in recruitment over the last year (CIPD & Adecco, 2019), not only because of the tighten labour market, but also due to the uncertainty and concern of Brexit and UK's new immigration system in 2021 (Warrell, 2018; Dmitracova, 2019).   
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The financial sector is UK’s biggest economic sector, employing only 0.0009% of the entire European Union’s workforce yet producing 16% of all tax receipts (McLeod, 2019), shows huge demand for financial talent.  According to a survey conducted by KPMG (2019), about two third of the UK population would not consider taking a job in the financial services sector, which bring more challenge to financial employers when they try to fill the large amount of job vacancies (Figure 8).
Implications for HSBC
Economic and labour market conditions provide the context to daily business of HR (CIPD, 2019). Both China and UK have a tight labour market with high employment and low unemployment rate.  HSBC should keep up to date with the labour market trends and global megatrends, so that they can adjust the human resource strategy appropriately. 
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HR policy works as a managemental philosophy and an attitude of employers toward employees that is shown in the way in which HR issues are dealt with (Armstrong, 2017). It can be categorised as overall HR policy and specific HR policies (Armstrong, 2017).  To formulate HR policies, organisations need not only to address the internal issues, but also take account of the external factors, e.g. the PESTEL analysis and labour market trends. Multinational corporations should adopt different HR policies in accordance with different economy systems (Farndale, Brewster, & Poutsma, 2014). The following executive summary of HR policies are based on the assumption that HSBC operate in liberal market economy and co-ordinated market economy.
Liberal and co-ordinated economy are two kinds of market economies or business systems which are different in many aspects (Farndale, Brewster, & Poutsma, 2014). Liberal Market Economy primarily organise economic activities through markets, where there are relatively few corporations and associations among firms (Edwards & Rees, 2006). In co-ordinated market economy, there are several forms of non-market co-ordinations, i.e. co-ordinations among firms, co-ordinations between government and society and co-ordinations between government and private economies (Streeck, 1989; Esping-Andersen, 1990).These differences affect many aspects of HR policies such as recruitment and selection, employment relationships, employee welfare, wage determination, training and development, and so on (Griffiths, 2015).
1. Recruitment and Selection Approaches
Compared with co-ordinated market economy, labour markets of liberal market economy are considered to be deregulated and highly mobile (Cooke, 2007). Therefore, HSBC can adopt a more sophisticated recruiting approach in liberal market economy, where a wide range of selection tools can be deployed. 
In co-ordinated economy, due to the relatively low mobility and more cultural and institutional barriers, HSBC may focus on local recruitment and less diversity may be expected (Parry, Dickmann, & Morley, 2008).
2. employment relationships
employment relations policies show how the organisation deal with its relationship with employees and their unions, when necessary (Armstrong, 2017). Due to the relatively low-trust relationship between employers and employees in LME, where the contracts are individualised and often last for short period of time after which they can be renewed, HSBC should rely more on numerical flexibility (Hall & Soskice,2001; Taylor, 2018), 
While in CME, where there usually exist long-term or unlimited contracts and high-trust relationships, HSBC may rely more on functional flexibility (Taylor, 2018). 
3. Employee Welfare and Work-life Balance
Obviously, employee welfare is especially important in tight labour markets, where employees have the rights to choose employers (Henkens, Remery & Schippers,2005).  Employers should be conscious of personal boundaries and empower employees to create their own work-life balance (Deery,2008; Morgan, 2014).
As there is more emphasis of flexibility and individualism in LME, HSBC may accordingly adjust the employee welfare policies to provide more flexible work environment to its employees (Morgan, 2014). While more work discipline may be emphasized in CME.
4. Wage Determination
As government, trade unions and associations of companies have more influences in CME than in LME (Thelen, 2001), wage determination is usually centralised and determined by government or negotiations between firms and trade unions in CME. While in CME wage is often determined at workplace or firm level (Griffiths, 2015).
5. Training and Development
Training and development policy could express the organisation’s desire and commitment of employees’ skills so as to develop their potential and ability (Armstrong, 2017). Due to the different contracts and talent mobilities, multinational corporations in LME prefer to develop their own training system rather than comply with sectoral system so that they do not train employees for competitors. In CME, firms may invest more in training and developing because employees do not frequently change their jobs.
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Open Talent Economy Changes the World
The megatrends of globalisation, technology, mobility, social business, education and analytics are fundamentally changing our work and lifestyle, which promote the open talent economy in every industry around the world (Liakopoulos, Barry, & Schwartz, 2013).  Differentiated from the classical employment model, people work in a much more rapid-cycled, technology-enabled, collaboration-based and transparent way in open talent economy.  In this new model, companies whether large or small recruit and manage their employees in a more flexible way. Employers look for expertise and skills for their company in a talent pool of independent professionals with high quality and rich experience. Employees can move from different roles, across companies and geographic boundaries more freely. Equipped with technologies, employers and talent can get in touch with each other from anywhere all over the world.
Today, more and more people prefer to work in a flexible way, i.e. they hope the job can be done anywhere, anytime and focus on output not input (Morgan, 2014). New technologies such as collaborative platform, cloud, Internet of things make people easy to work anywhere, anytime, on any device connected to the Internet.  A survey conducted by Unify in 2014 shows that 43% of respondents at all organizational levels would choose flexibility over a pay raise(Lipman, 2014). Therefore, flexibility can be a way to attract and keep employee. 
Atkinson’s Flexible Firm Model
in 1984, John Atkinson proposed a ‘flexible firm’ model in his research, which suggested that an effective and competitive organisation in modern business environment should classify employees into three groups, i.e. core workers,  peripheral group and a third group on subcontracts and manage them with different policies so as to optimize the use of human resources (Atkinson,1984). The core group consists of employees that are most important to the organisation; they are usually employed on full-time and permanent contracts and functionally flexible, and difficult to replace (Dundon, Redman & Wilkinson, 2017; Taylor, 2018). The peripheral group is divided into primary and secondary categories; the former constitutes the internal labour market of the organisation, who are mainly full-time but have lower level of skills than the core group and less central to the success of organisation; the latter are employed on part-time or temporary basis mainly to cover short time needs(Dundon, Redman & Wilkinson, 2017; Taylor, 2018). The third group, consist of open talent we named today, are not employees of the organisation but can be hired to undertake a specific task or a series of tasks. According to Atkinson (1984), organisation can seek functional, numerical and financial flexibility through his new employment model, which breaks up the hierarchical structure of organisation and divides workers into different groups and pursues them with different policies. 
There are many advantages as well as disadvantages associated with ‘flexible firm’ model. First, it may increase employees’ stress and cause a lack of organisational focus or engagement (Golden& Powell, 2000). Second, it increases the difficulties for teamwork and collaboration (Michael, 2019), although social media technology can partly solve this problem. Last but not least, it is not easy for human resource department to divide workers into different groups accurately in VUCA conditions.
Implications for HSBC
Firstly, HSBC can divide its employees into different categories and manage them accordingly so as to improve efficiency and reduce cost.
Secondly, access to talent is more important than ownership of talent. (Liakopoulos, Barry, & Schwartz, 2013).  HSBC can make full use of open talent to solve specific tasks rather than sign long-term employment contract with them.
Thirdly, engagement in tasks is more important than engagement in company. As for HSBC, employees can be motivated by autonomy, mastery, and purpose (Pink, 2011). They work as independent agile teams, once the task is finished, the talents move onto something else – with no strings attached (Morgan, 2014).
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Figure 2: China's Birth Rate, Death Rate and Natural
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Figure 5:United Kingdom population mid-year
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Figure 6: UK International migration (thousands)
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Figure 7: UK Employment rate and Unmployment rate (aged from 16 to 64)
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Figure 8: UK Job Vacancies (thousands)
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