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Introduction
The Purpose of this report is to discuss the effect of a shrinking labour market on the profitability of RK Tech which specialises in IT Business Analysis Consultancy and deals with a number of small and medium sized companies. RK operates in a multi-storey office in North London where project teams are assigned to tasks by project teams. There is no dedicated HR function. HR services was delivered by one of the directors in conduction with a payroll bureau before I took over as HR manager. Due to high staff overs, regularly advertisement runs in the Business Analyst professional journal and on Job Boards on the internet. The company also links with 3 recruitment agencies. Although this has worked well in the past, it is becoming expensive and a solution is urgently required.
This report will be discussing the following issues faced by RK Tech,  
‘Current and projected labour market issues that impact on resourcing activities;   Contemporary Resourcing Practices that could address these issues; How the HR function will contribute to this and thereby enhance company performance in the context of an increasingly competitive business environment’. 
The competition for personnel has been heightened by the declining number of people available to work. ‘Employment rate is at record high, unemployment falls but size of UK workforce is shrinking’. Labour market Update (2018) by Pertemps
Current and projected labour market issues that impact on resourcing activities. 
Some of these issues will be discussed below:
Demographic reasons   The workforce is shrinking. This is because the retiring workforce outnumbers younger people available for work. There are not enough young people entering the workforce to replace the older workforce. The structure of the population has changed and the needs of the newer generation referred to as Generation Y (born after 1980) differs from the older generation. Generation Ys are least likely to remain engaged for long in work. They do need to enjoy what they do and are not necessarily ‘living to work’.  Their needs are greater and they need to earn more in order to compete in the housing market and pay off student loans in addition to other commitments. The result is that retention of Generation Y in the workforce is more difficult than for older workforce ‘Demographic change will have a profound effect on the UK labour market over the next two decades and beyond’ (www.cipd.co.uk, p. 24 June 2015). This is happening as predicted.
Unemployment rate keeps falling while wages are not rising in real terms for most people in the UK. ‘The unemployment rate at 3.8% is the lowest it’s been since the 1970s’ ONS and The UK has the highest number of job vacancies on record at 870,000’ CIPD Voice Issue 17. While this is so, ‘The number of economically inactive people aged 18 to 24 years increased by 70,000 to 1.69 million’. ONS July 2019. More women have also been entering the labour market. There has been improvement in childcare provision, more flexibility in work patterns and the changes in legislation have been a contributory factor. Retirement age has been extended. Unemployment rate for women has decreased to a record low of 3.6% from 3.8% while men unemployment rate decreased by 0.1%. ONS July 2019.  
It could also be argued that globalisation has affected this negatively. There is an increasing demand for high skilled labour. Labour movement from abroad tend to be more qualified and are willing to work for less in order to gain solid work experience in this country. They also tend to work for short periods, return home and come back. They are flexible, adaptable. More companies have also taken advantage of softer immigration rules for skilled workers in order to fill vacancies although it tends to be tougher in some industries than others. LSEB accessed 30/7/2019

Skills shortage
Skills shortage is another reason why there is Labour Market shortages. Every Industry is reporting a shortage, the shortages are growing and proving expensive for businesses to deliver their mission statements appropriately. Existing employees are also suffering the consequences as they have to endure more workloads and longer work hours. In addition to these, employers are also expecting new recruits to have work experience in addition to other social skills like flexibility, adaptability and creativity apart from paper qualifications. 
‘Professional qualifications like engineers, scientists and business analysts and some others have high skills shortage vacancies’ Labour Market Outlook CIPD (July 2019)   In the same report, 50% of employers commented that applicants do not have the required skills, qualifications and experience in these professions. In a survey of 2182 employers in May 2019, 61% reported having hard-to-fill vacancies’. [image: ]
Source: Labour Market Outlook Spring 2019
 Contemporary resourcing practices that could address these issues
In light of the current ‘tight’ employment situation, RK Tech would need to look at current recruitment and retention practices.
Apprenticeship Schemes Organisations are actively responding to these challenges. One of the organisational responses is up skilling. This is where existing staff receive training in order to develop them to fill the ‘hard to fill’ vacancies and as a form of promotion. A number of initiatives are being devised such as getting employees to attend trainings in-house or outside the organisation. Apprenticeship schemes also referred to as work-based learning addresses this and it is applicable to Level 7. These schemes can last from one year to five years, employers are partly funded by the government. 
In order to retain employees longer, contracts can be adjusted to reflect that employees will work longer for RK in exchange for the development. Linked to this and in an attempt to address skills shortage problems, some examination bodies have made collaborative attempts with employers to redesign their programs. (DEE) Employer Involvement in Qualifications Delivery and Assessments. This helps to address other skills employers look for that may not be readily available in prospective employees.
‘Firms that participate in apprenticeship training (train at least one apprentice) are more innovative than firms that do not participate (have no apprentices)’ Journal of Business Economics July 2019. 
One reason for this is because through the collaboration between employers and Educational institutions, a transfer of knowledge takes place as the employee is allowed to receive industry knowledge externally while working and getting paid. RK can collaborate with local universities and colleges in order to train their staff this way. RK can also do talks in schools. Other involvement could be through volunteer schemes with local schools, colleges and Universities. 

Salary increases This can help stave off competition but it is important to have an understanding of what competition pays their staff and what other bonuses or benefits are in place to retain staff. Salary increases could be tied to projects and introduced in form of bonuses for early completion of projects or for evidence of team work. It could also be introduced as incentive pay in form of profit sharing scheme. Another trend is starting salary increases. 
In a recent survey conducted by CIPD and published in Labour Market Outlook report 2019, p10 (CIPD, 2019), employers are choosing to increase starting salaries, ‘more than half of employers(53%) have increased starting salaries for at least a minority of vacancies whilst 28% have increased salaries for the majority of vacancies in response to recruitment pressures’. Starting salary increases have declined by 4% this year in comparison to last year’s figures. 

Flexible working practices Flexible working practices for employees in order to reduce the pressure on office space and take advantage of technology can be explored. This would have a significant improvement on cash flow for this organisation. Project teams can be assigned periods when they don’t have to meet in the office but virtually. Virtual meetings using technologies such as Zoom and Webinars can help teams collaborate with one another as determined by the project leaders. Such flexibility would help staff feel more in control of their projects and their contributions. 
‘Corporate Wellness Initiatives’ Pilbeam S & Corbridge M, People Resourcing  p625, should be introduced such as onsite fitness studios, rest room with massage chairs, games, healthcare plans, company sponsored health check-ups, company sponsored Gym membership, travel incentive creating relaxed working environment and high morale. 

Appraisal
Regular appraisals or reviews should form part of performance management structure. Staff should be allowed to voice their opinion both in writing and verbally during these sessions. 
When done properly it can enhance productivity, build relationships and facilitate communication between staff and employees. p193Human Resources JumpStart™ - Bogardus, A, M. Performance management is an integral part of HR strategy. 
Salary increases and needs for further development are identified through this process. Measuring performance helps the organisation to strategically plan better for its future as well as identifying the needs of staff.  A Needs Assessment plan should be drawn up at these meetings to be followed up by immediate supervisor or someone from HR.

Non Traditional Workforce
Another trend in the current job market as a result of the ‘tight’ employment market is to tap into other non- traditional workforce like women, older people and disabled personnel. Engaging disabled people could prove more expensive as reasonable adjustment may be required by law. Standards may have to be lowered in order to attract people from this sector. Some of the people in this category may have worked in different areas of the industry and have completely different skillset to what is required. Investment will be needed for a few weeks to get them trained. The result of this would be having a more stable and loyal workforce. 

How the HR function will contribute to this and thereby enhance company performance in the context of an increasingly competitive business environment.
Human Resource management is about leading, managing and developing people. 
‘To lead people is to inspire, influence and guide’. – Armstrong M.2017 p1000
 The activities performed by human resource practitioners generally falls into one of the followings six functional areas: Strategic Management, Workforce planning and employment, Human Resource development, Compensation and Benefits, Employee and Labour Relations, Occupational Health, Safety and Security Bogardus, A,M  HM Jumpstart 2004.


Recruitment 
The first step in attracting candidates is identifying our strengths and weaknesses as an employer, identify what qualities we have as an employer to attract or repel a candidate. Armstrong, M Handbook of HRM 2016.  Recruiting, selecting and leading which is part of Workforce planning and employment requires finding people with right skills, attitudes and behaviour that fits organisation objectives and the right mix of staff. This has a direct impact on organisation culture and profitability. It will affect the morale, motivation and behaviour of employees. If employees are not happy, productivity will suffer although this will differ from one employee to another. 
[bookmark: _GoBack]Blind hiring technology is increasingly being used to help organisations deal with unconscious bias in order to improve diversity in organisations. One way being considered is to obscure information relating to name, gender, race, ethnicity and education and focus only on skills and experiences during the resume scanning and interview processes. Courtney, M HR Trends in 2019
Recruitment plan should include design of job specification detailing the type of person needed and a detailed job description, identifying the skills and knowledge needed for the job. Prospective candidates can be attracted through advertisements on our website as well as e-adverts like on LinkedIn and other internet job boards, recruitment agencies, job adverts on website or use consultants who are able to head hunt applicants. CVs can be matched with online job board adverts and application forms can be subsequently sent out. In order to reduce costs company website and online job boards can be used, discourage any agencies from making contacting. Application forms, job specification and job descriptions can be downloaded from our website. 

Selection
The selection process starts when application forms have been assessed to ensure the job description and specification have been matched and candidates are chosen for Interview. Knowledge, experience, abilities, qualifications, experiences stated in the form will be verified at this stage. Any special requirements like working irregular hours will be explained at this stage. People sourcing, Armstrong, Michael p542. 
A Line manager and HR representative should be involved in selection processes especially at the interview stage. A number of selection techniques needs to used in order to be fair to all. Some candidates do well in individual interviews but may not be team players. Competency based questions where candidates are able to explain and demonstrate their future role should be asked. The trend has been that just under four fifth of employers prefer this. CIPD report 2017.  Individual / panel interviews as well as selection activities or tests can be used to test candidates’ ability to work in teams and on own initiative. Psychological tests and intelligence tests can also be incorporated. Any letter of offer should state that offer is subject to references being taken.
Legal matters relating to employment
Work plans designs regarding  time of work, benefits, like holiday pay, sickness benefits and maternity benefits, monitoring work absences, determining pay scales and deductions and so on are specific role of HR as well as making  company aware of Employment Law: Working time, Equal Opportunities, Sex discrimination, Race relations, age discrimination and Diversity regulations, Disabled Discrimination Acts to ensure no one feels discriminated against. HR decides where the company will advertise for new staff, what job board or professional magazine or websites will be appropriate, in collaboration with the relevant departmental managers as they understand the roles better.
Development Plan
Hiring people and devising work plan is not enough, developing people through performance management is necessary to ensure employees are retained. Exit interviews for those who exit the organisation is necessary to determine if there is a pattern when people leave. Human resource functions work closely with other managers in the organisation to determine pay periods, pay awards, compensation plans when people are retrenched, health and safety issues and interpreting the law. 
Employee wellbeing, learning and development plans are the responsibility of HRM to ensure employees are regularly updating their skills and to ensure we have a competitive workforce. Employee voice through surveys is another initiative that HR has to implement so that management overall are aware of any concerns from employees. After all, caring, listening to, and responding to employees remains a centrepiece of HR work’ Ulrich and Brockbank (2005: 201).
In conclusion, this report has highlighted areas of concerns and reasons for the currently ‘tight labour market’.  Current practices adopted by recruiters have been discussed. It is very unlikely that the current Labour Market situation will improve in the short term due to uncertainty  arising from Brexit in which future migration restriction may exacerbate matters.  The role of HR in helping to tackle this problem in terms of recruitment, selection, training, development and legal considerations is crucial.

Recommendations
Social Media like LinkedIn advertising should be used as this is a knowledge based industry and attracts younger people. Selection process should be a combination of interviewing as well as team activities and some psychological tests. Company website will need updating to show employees’ profile and their experiences in RK and stating what they enjoy about the company. 
Hiring people from non-traditional workforce like women, disabled people could be expensive in the short term but in the long term, this is a beneficial trade-off in light of the current employment outlook.
Pay structures needs to be reviewed allowing for people to be compensated with bonuses based on early completion of projects and performance. Company Wellness programs should be adopted allowing our employees to join a local gym at reduced cost partly funded by RK. 
These changes will help the company stand out, attract people with the right skills, abilities and retain them. 
When employees feel valued—their dedication and enthusiasm for their jobs, coworkers, and companies grow. This, in turn, increases employee retention, performance, and productivity. HR Trends in 2019, Moran, C.
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Figure 6: Proportion of organisations with current vacancies that have hard-to-illvacancies (%)
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Base: Soring 2019, all employers who currenty have vacancies (+=L.237).




