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[bookmark: _Toc133594819]Introduction
This is a consultancy report investigating the human resource management (HRM) policies at the National Health Service (NHS) and their impact on employee attrition. Relevant external factors are also considered in the analysis. The root causes of the observed extreme attrition are identified and addressed by a set of recommendations for future actions. 
[bookmark: _Toc133594820]Causes and effects of employee attrition within the Nursing Industry in the UK 
There are different causes of employee attrition. Sometimes, the problem occurs because of external reasons which are not a result of organisational HRM policies and practices. For instance, staff members may decide to change place of residence, make a major lifestyle change, enter a new field of professional occupation and others (Hook and Jenkins, 2019). Employee attrition, in most cases, is an outcome of ineffective HRM policies and practices (Hook and Jenkins, 2019). Hence, a thorough exploration of the potential causes is necessary to better understand the determinants for the problem in the case of NHS. 
As suggested by Herzberg (1987), there are numerous factors affecting employee satisfaction and motivation at work. These factors are divided into two groups, as shown below, hygiene and motivation factors (Balogh, 2015). There are several hygiene factors, such as quality of supervision, organisational policies, pay levels, physical conditions, job security and relationships at work, which cause dissatisfaction among employees, if not well managed (Herzberg, 1987). Poor performance in these areas is also the root cause of attrition. If left unaddressed, these problems lead to low satisfaction and motivation levels which in turn contribute to intentions to leave (Herzberg, 1987). 







Figure 1 – Two-Factor model of employee motivation 
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Source: Balogh (2015) 
Some of the hygiene factors are quite specific for the organisation; hence, being internal factors. Organisational policies, for example, are quite unique for every organisation (Herzberg, 1987). According to Buchan et al. (2019), NHS’s policies have left nurses without adequate support at work. Policies are considered as ineffective, as they fail to address the attrition issues, staff availability and training needs on a consistent basis (Buchan et al., 2019). Consequently, key hygiene factors, such as policies, supervision and support appear to be problematic. 
The above-mentioned issues also contribute to worse working conditions. NHS staff members increasingly complain from burnout – a state of emotional and physical exhaustion with serious negative consequences on one’s health and performance at work (Savage, 2022). The excessive stress at work is not only an outcome of the shortage of labour and lack of support, but also additionally exacerbated by the pandemic and associated challenges (Savage, 2022). Thus, many NHS employees, including nurses, reconsider the value of having work-life balance and eventually leave the organisation to seek for better employment alternatives (Savage, 2022). 
In addition to the HRM process at NHS, there are important contextual factors affecting the level of attrition. In the UK, inflation rates have been quite high recently by exceeding 10% per annum or much higher than the normal level of just 2% (Armstrong, 2023). The cost-of-living crisis has been quite severe for nurses whose salaries increased on average by just 5.5% last year – not enough to compensate for the increasing cost of living (UK Government, 2023). Thus, the offered pay rate by NHS is not adequate; thereby, violating a key hygiene factor from the model by Herzberg (1987). 
Figure 2 – Inflation level in UK
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Source: Armstrong (2023)
The low level of unemployment – just 3.8% - means that nurses can easily find another job (ONS, 2023). The tight labour market diminishes the role of job security and people are more willing to seek for better opportunities. In general, the macroeconomic trends – high inflation and low unemployment – are seen as dynamic and quite influential in triggering the current attrition crisis at NHS. 
Taken together, the evidence from NHS shows that almost all hygiene factors (fig.1) are problematic; thereby, providing a long list of reasons for the attrition problem. In addition, the lack of professional growth and poor job design can also be reasons for attrition, as argued by Heinz (2022). 
In terms of effects, it is important to note that employee attrition creates challenges for organisations. Coping with high levels of attrition is necessary because the former causes disruptions of operations, lower productivity levels, as well as considerable extra costs for recruiting and training new personnel (Hook and Jenkins, 2019). It is estimated that replacing an employee generates on average somewhat between 2 and 12 times the monthly salary in terms of costs (Heinz, 2022). The amount depends on the specialisation of an employee, as skilled labour force is more expensive to replace (Heinz, 2022). Moreover, the emergence of employee attrition may lead to extra attrition (Heinz, 2022). In this light of this finding, it is often cheaper to develop policies for higher employee retention to prevent the emergence of attrition. 
The situation at NHS is quite concerning given the fact that one out of nine nurses leave the organisation each year (Rolewicz and Palmer, 2022a). The context of NHS is even more complex, as the organisation delivers essential healthcare services. Any disruptions and quality problems may have not only direct productivity loss outcomes, but also adverse long-term effects on health of patients. Hence, the problem must be addressed accordingly by considering the above-mentioned factors for its existence. 
[bookmark: _Toc133594821]Monetary and non-monetary existing retention schemes used by NHS 
The analysis explores five financial retention schemes applied by NHS. The first one refers to “Agenda for Change”. This is a modernised pay scheme ensuring that all NHS staff members are paid fairly by considering their qualifications and work experience at the organisation (NHS, 2023a). 
The second scheme refers to the “Recruitment and Retention Premia”. This is a type of supplementary payment with an annual budget of £28 million (Rolewicz and Palmer, 2022b). The idea is to attract and keep employees in areas where labour shortages exist, so that healthcare services are provided to all UK regions and citizens (Rolewicz and Palmer, 2022b). The scheme is effective in ensuring the supply of services, but it is applied by just 1 out of 174 hospitals on average: thereby, having a limited scope and impact on retention at NHS (Rolewicz and Palmer, 2022b).
Third, NHS also delivers pay supplements, such as the “London weighting” with an annual budget of £986 million to support staff living in high-cost area (Rolewicz and Palmer, 2022b). This is also a financial scheme to retain nurses in some problematic areas where higher salaries are needed to compensate for high costs of living. The monetary scheme is expensive but its effectiveness to retain staff has not been analysed for two decades – a key drawback worth mentioning (Rolewicz and Palmer, 2022b).
To the critical analysis, it is important to mention that nurses receive the lowest levels of premia – just £1,763 per annum on average (Rolewicz and Palmer, 2022b). This means that the financial stimuli are quite likely to be ineffective and discriminate nurses against their colleagues at NHS. 
Figure 3 – Size and coverage of received premia
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Source: Rolewicz and Palmer (2022b)
Next, attractive pension benefits are offered by NHS. The benefits guarantee a pension paid for life and adjusted for inflation (NHS, 2023b). There are also tax reliefs, a considerable contribution by the employer, cash lump sums and other advantages (NHS, 2023b). Pension benefits also cover the family members of nurses should the worst happen, and the policy demonstrated the long-term commitment of NHS to its employees (NHS, 2023b). 
Table 1 – Pension benefits offered by NHS
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Source: NHS (2023b)
The last monetary scheme refers to “Partnership Payment”. It is relevant for healthcare professionals who participate as partners in primary case. The extra payment may reach £27,000 (Rolewicz and Palmer, 2022b). While being attractive in terms of size, it was introduced in 2020 and its impact has not been assessed so far (Rolewicz and Palmer, 2022b).
There are also non-financial schemes aiming at improving the level of satisfaction and retention of NHS employees, including nurses. 
Flexible working hours is one of the non-financial policies at NHS with growing relevance in the post-COVID period and increased preferences for flexible working (NHS, 2022). The scheme is considered as quite beneficial for achieving an improved balance between work and life; thereby, addressing the problems with stress and burnout (NHS, 2022). 
Flexibility is also strengthened by the opportunities for career break. NHS recognises the existence of various professional and personal reasons requiring a career pause. Thus, staff is retained because nurses are allowed to leave work on a temporary basis without resigning (NHS, 2017). The career break period lasts between 6 and 24 months (NHS, 2017).
NHS also has extensive staff recognition programs. Recognition of achievement is a key factor for employee motivation and retention in the workplace (Herzberg, 1987; Balogh, 2015). Therefore, NHS offers awards, certificates, and public recognition (NHS, 2023c). 
It is also important to note that NHS offers a variety of health and wellbeing programs. They include access to fitness centers, mental health support services, healthy eating programs and others. The purpose is to boost the physical and mental health of workforce members and demonstrate care and commitment by NHS. 
The role of career development opportunities is also of critical importance for retention. NHS is focused on delivering training, mentoring, and secondment opportunities (NHS, 2023d). Thus, the qualification of nurses is improved together with their commitment to the organisation. In general, focus on professional development and growth is a strong motivator; hence, this non-financial retention scheme is considered quite relevant (Herzberg, 1987; Hook and Jenkins, 2019). 
In general, the evidence shows the commitment of NHS to develop extensive schemes for employee retention. The scope of efforts is worth admiring. Nevertheless, nurses are among the group of employees with the most limited access to financial rewards in terms of accessibility and size of rewards (Rolewicz and Palmer, 2022b). Moreover, the discussed schemes are less effective, if the root causes for the attrition issues continue to exist. Hence, the next section of the report recognises some additional areas with possible improvements in the future. 
[bookmark: _Toc133594822]Recommendations 
There are several short-term suggestions aiming at addressing the root problem immediately. The first idea is to address the hygiene factors by considering several quite relevant ideas, such as:
1. Pay increase: Nurses should receive a higher level of salary growth to cope with the cost-of-living crisis. Currently, the 5.5% growth is not enough to cover the 10.4% inflation, as discussed (Armstrong, 2023; UK Government, 2023). At least 5% additional increase must be offered to reduce the outflow of qualified workforce.
2. Improved working conditions: Given the issues with excessive physical and emotional stress at work, NHS is advised to expand the workforce size, so that nurses are better supported by colleagues and competent personal. Working conditions should also be improved by introducing more time for rest, shorter working hours and job design changes according to individual preferences of nurses, if possible. In general personalisation of working process through job design changes appears to be a key HRM trend with a growing relevance for employee job satisfaction and retention (Hook and Jenkins, 2019). 
3. Hearing the voice of nurses: The third suggestion aims at improving the quality of supervision and relationship at work – key hygiene factors. NHS is recommended to be pro-active and engage nurses in the process of decision-making by adopting democratic leadership style. By consulting with nurses and reflecting their feedback and ideas, it is possible to stimulate engagement and motivation with the organisation (Uzohue et al., 2016). There are direct and indirect positive effects of the idea. The direct one suggests developing a culture of inclusion where nurses are appreciated and respectively less willing to leave NHS (Uzohue et al., 2016). Indirectly, gathering more opinions can considerably improve the overall performance and productivity of organisations (Uzohue et al., 2016). This is important for delivering higher-quality services to patients and using resources more efficiently – key priorities of public organisations in the UK. 
It is also important to consider some suggestions with long-term impact. The introduction of a personalised career development plan delivers long-term prospects. The idea behind the plan is to reflect the specific individual preferences for career development. Respectively, career progression goals and job design changes should be implemented by NHS based on the individual priorities. The career development plan provides a monitoring tool for assessing performance and providing support to nurses. The delivery of personalised management demonstrated the commitment of NHS which in turn is expected to strengthen the engagement of nurses. Moreover, having a long-term horizon of professional development at NHS is expected to reduce the need for leaving and searching for better opportunities elsewhere; thereby, addressing the core root of the attrition problem. 
[bookmark: _Toc133594823]Conclusion
Research findings indicated the severity of the employee attrition problem and the numerous potential causes for it. Despite the existence of extensive retention schemes at NHS, the problem continues to be serious. Therefore, the performance gaps of NHS were used as a basis for some recommendations for short- and long-term improvement. 
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