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[bookmark: _Toc86086221]Key contemporary labour market trends
Several sources or labour exist, from those actively seeking employment, including graduates and school leavers to the economically inactive. Passive candidates are also a source of labour, and although they are not actively seeking employment, the right offer may tempt them. To identify labour market trends, it is important to understand that a tight labour market has high employment rates, making it challenging to attract talent, whereas a loose labour market has high unemployment rates, putting employers in a strong position as people compete for jobs.

The Organisation for Economic Co-operation and Development collects data to advance world trade from 38 member countries. There are key distinctions between the UK and the US labour markets. The UK’s population of 66million is just over one fifth of the population of the US, which stands at 327.2million, with a gender pay gap of 12.3% and 17.7% respectively. This may be attributable to the UK’s Equality Act 2010 (Gender Pay Gap Information) Regulations 2017, which requires private and voluntary-sector organisations with more than 250 employees to publish figures about their gender pay gap.

On average, US employees work 1767 hours annually, which is considerably more than the UK’s 1367 hours. This is partly attributable to the UK’s statutory entitlement to 28 days paid annual leave, pro-rata for part-time workers. The US ranks high on the list of countries that take the least amount of vacation days and is “the only advanced economy in the world that does not federally mandate paid vacation days”, (Min, (2019)) meaning paid vacation days are allocated at the employers discretion. 

The UK must respond appropriately to unexpected changes in the labour market. On 11th March 2020, the World Health Organisation declared a global pandemic and soon after, the UK government urged those who could work from home to do so. In the 18months leading up to the pandemic, UK and US employment rates grew steadily, peaking at 76.47% and 71.67% respectively in December 2019. While employment rates in the UK steadily declined during the pandemic, unemployment rates in the US fell to 60.3% in April 2020, before steadily increasing to the current employment rate 68.9%. The US employment rates remain well below pre-pandemic rates, showing they are yet to recover from the pandemic. The UK shows good signs of recovery, with an employment rate of 75.1% in June 2021. However, UK employment rates are distorted by the UK’s coronavirus (COVID-19) job retention scheme that “subsidise the wages of employees hit by the coronavirus pandemic”. (Plummer & Palumbo, (2021)) With the scheme due to end shortly, it is feared that this will mean an increase in unemployment, as an “autumn redundancy rush” is predicted. (Churchill, (2021))
[bookmark: _Toc86086222]The principles of effective workforce planning and tools used to carry it out
The Society for Human Resource Management (SHRM) describe workforce planning as “the process an organisation uses to analyse its workforce and determine the steps it must take to prepare for future staffing needs”. ((2021)) 

[bookmark: _Hlk82251529]Taylor and Woodhams ((2016)) outline four stages for effective workforce planning, starting with forecasting demand. Organisations can use systematic techniques, such as trend analysis, managerial judgement, or by working costs back from the future budget to identify what roles are needed, how many people are needed to fill those roles and what skills they will need, while considering future plans that could impact forecast demand.

The second stage is to forecasting supply, which involves reviewing the composition and skills of the current workforce. Taylor and Woodhams also recommend looking at “general trends in employee turnover”, ((2016), p. 58) such as forecasting how many employees are likely to retire or resign.

The third stage involves identifying gaps between the forecast demand and supply. Carrying out a skills audit will determine what skills the organisation currently has and what skills will be needed to meet the forecast demand. Taylor and Woodhams recommend creating a competency framework that lists the required competencies for each common role. This will allow line managers to use their “personal judgement, observation and discussion” ((2016), p. 59) to assess employees competencies. 

Addressing the gaps is the final stage, which can be done initially by using existing resources, which may include moving employees laterally, providing training, and implementing strategies to retain talent. Then by identifying suitable external sources, by evaluating the labour market and considering methods to fill the gaps, such as recruitment or outsourcing.

Workforce planning “should be linked to the organisation’s goals”, (Weeks, (2020)) but it is also essential for organisations to meet the changing demands of the business and respond in times of crisis. External factors, such as Brexit and COVID-19 can force organisations to review their workforce planning strategies. 

The UK government was heavily criticised for its response to COVID-19. The Royal College of Nursing (RCN) ((2021)) insist that “the long-term failure to invest in the nursing workforce meant health and care services were chronically under-resourced to deal with the pressures of the pandemic” and demands “proper accountability in government for workforce planning”. Pre-pandemic staff shortages put unprecedented pressure on the NHS during the pandemic highlighting the risks of failing to carry out workforce planning.
[bookmark: _Toc86086223]Developing basic people plans and succession plans
Succession planning involves “identifying and developing potential future leaders and senior managers, as well as individuals, to fill business-critical roles”, (Weeks, (2020)) and Mindtools ((2020)) insist that a “thoughtful and continuous strategy for identifying and developing talent” is key to effective succession planning. 

Traditional succession planning has a “highly structured, confidential and top-down approach” (Weeks, (2020)) and is typically used in larger organisations that operate in a stable and predictable environment. This approach often uses managerial judgement to identify successors, and although this ensures continuity of leadership, it is often criticised for being subjective, with a ‘who you know’ culture. With succession planning discussions taking place at board level, employees with potential could be overlooked

Modern succession planning is all encompassing with a “broader vision, greater openness and diversity, and closer links to wider talent management practices”. (Weeks, (2020)) Identifying talent is delegated to line managers who know their employees better, meaning those who are less known to top level management are not overlooked. Unlike traditional succession planning, the focus tends to be on developing ‘pools’ of talent rather than individuals, which is useful for “developing potential successors for a variety of roles”. (Weeks, (2020))

Successors can be identified through discussions during appraisals, performance reviews or coaching and mentoring relationships. Identifying individuals who are interested in being considered for development opportunities is key, and regardless of the methods used, the CIPD ask that the process is managed with openness, fairness, and diversity. 

Managers may use coaching and mentoring to support successors through a development process. This CIPD describe the concept of coaching and mentoring as “development approaches based on the use of one-to-one conversations to enhance an individual’s skills, knowledge or work performance”. Organisations may use lateral moves as part of a wider development plan, allowing employees the opportunity to experience other roles and responsibilities that will ultimately equip them with the skills and knowledge to potentially be a successor. Ultimately, an organisation’s goal is to ensure that at any time they have “sufficient numbers of people with the ability, knowledge, personal attributes necessary to step into roles at the next level”. (Taylor & Woodhams, (2016), p. 59)

An article that discusses the importance of succession planning, highlights some of the benefits, including talent retention, maintaining performance, crisis aversion and business continuity, giving organisations a long-term competitive advantage. While there are valid reasons to recruit externally“ (Weeks, (2020)) such as bringing new ideas, “hiring from within is often the most effective way to replace a departing staff member”. (Indeed, (2021))
[bookmark: _Toc86086224]The strengths and weaknesses of different approaches to attracting talent
The labour market impacts strategies that organisations use to attract talent, for example, in a tight labour market employers compete for talent, so they must make themselves more desirable to labour sources. To achieve this, organisation should undertake a competitor analysis to “be aware of what competitors are doing”, (Taylor & Woodhams, (2016), p. 60) not just in terms of financial compensation, but also other benefits such as opportunities for development and work-life balance that will put them at an advantage when they are building a competitive employment package. 

Higgs (2004) identifies four organisational positions that are differentiated by either reward or culture. An ‘employer of cash’ compensates employees well financially but treats them harshly. An ‘employer of values’ treats employees well but cannot afford to pay market rate. An ‘employer of churn’ pays employees poorly and treats them harshly. The fourth organisational position is an ‘employer of choice’, which is “perceived to be the optimal strategic aim”. (Taylor & Woodhams, (2016), p. 61) An employer of choice financially compensates employees well and treats them well. The CIPD’s Resourcing and Talent Planning survey found that “pay and benefits have risen up the rankings to become the second most important element” in attracting talent. (CIPD, (2020)) However, LinkedIn stress that it is not just “compensation, benefits and perks”, that makes an organisation an ‘employer of choice’, it is other factors, such as job security, an inclusive work environment and opportunities for development opportunities. Netflix is increasingly becoming an ‘employer of choice’, with Glassdoor reporting that 70% would recommend working at Netflix to a friend.  

Employer branding allows organisations to promote themselves in the labour market to be an ‘employer of choice’, which in turn attracts talent. The CIPD define employer branding as “a set of attributes and qualities, often intangible, that makes an organisation distinctive, promises a particular kind of employment experience, and appeals to those people who will thrive and perform best in its culture”. (Peters, (2020)) When it comes to attracting talent, Glassdoor insists that a “well-defined employer brand is essential”. ((2020)) Employer brand should be linked to the organisations values, which remain the most important element of the employer brand for attracting candidates”. (CIPD, (2020)) It is crucial that organisations are consistent when promoting their values, so protect their employer brand. 

The CIPD’s Resourcing and Talent Planning survey highlights the increasing use of technology to attract candidates. Social media platforms like Facebook and LinkedIn, as well as corporate websites are cost efficient and effective ways for organisations to promote their culture and values, with tailored and targeted content reaching tens of thousands or users. Despite these advantages, a recent article warns that advertising vacancies on some social media platforms could be discriminatory as it was reported that “social media platforms filtered who saw job postings based on protected characteristics”. (Powell, (2021))
[bookmark: _Toc86086225]The strengths and weaknesses of different approaches to retaining talent
Retaining talent is a key priority for organisations, as “employee turnover can have a negative impact on an organisations performance”. (Maxwell, (2021)) While employee turnover is inevitable, it is important that organisations implement strategies to ensure the right people don’t leave the company, which requires and understanding of functional and dysfunctional turnover. Functional turnover is beneficial as it can remove poor performers, ultimately saving time and money, while dysfunctional turnover is a real burden for companies.

According to the CIPD’s Resourcing and Talent Planning survey, “less than a fifth of organisations say they calculate the cost of labour turnover”, (CIPD, (2020)) yet this can help organisations develop strategies for retention. The direct costs associated with employee turnover include the cost of replacement, including advertising costs and employee time invested in recruitment and selection, and the cost of onboarding, induction, training, and loss of productivity. The indirect costs are much more difficult to quantify, but include loss of knowledge, damage to the organisations reputation and the cost of placing additional workload on remaining employees. 

LinkedIn shares strategies for retaining top talent, with the first strategy being linked to the hiring process and identifying those who will stay, followed by providing career development, being honest and transparent, offering good benefits and streamlining feedback. Forbes reported that “an employer who doesn’t focus on learning is going to lose out – in performance, engagement and retention”, (Biro, 2018) highlighting the importance of career development. The link between development and retention is highlighted in the LinkedIn’s Workforce Learning Report, which found that “94% of employees say that they would stay at a company longer if it invested in their career development”. (Spar, et al., 2018) 

Understanding why employees leave is key to developing strategies to retain talent. Organisations can find out why employees leave through exit interviews or staff attitude surveys. Staff attitude surveys are a proactive approach to assessing employee morale and can be tailored to the whole workforce or targeted to areas where retention is an issue. The anonymity means that employees are more likely to be honest in their feedback. 
 
Exit Interviews are a reactive approach to finding out why employees leave. A confidential conversation with HR may give employees the confidence to open up, but employees are not always open and honest about the real reason for leaving. A Harvard Business Review article argues that exit interviews can “promote engagement and enhance retention by signaling to employees that their views matter”. (Spain & Groysberg, (2016)) but Julie Thomas ((2019)) says that “exit interviews are not enough”, and John Carpenter for ‘Hire People Better’ warns that waiting until an exit interview to find out why an employee is leaving means employers “are missing a significant opportunity to keep them close”. (Carpenter, (2021)) 
[bookmark: _Toc86086226]Key aspects of good practice in relation to the development of job descriptions, person specifications and competency frameworks
Job descriptions and person specifications are used in traditional recruitment and selection activities, with the use of competency frameworks also becoming increasingly popular. While job descriptions focus on the job, person specifications and competency frameworks focus on the person. Before developing job descriptions and person specifications, Taylor and Woodhams ((2016)) advise organisations to undertake a job analysis, which involves “collecting information from a range of sources”. (Taylor & Woodhams, (2016)) It is essential that the information collected is objective so that selection is fair.

Job descriptions summarise “the tasks that make up a job together with statements of reporting lines, areas of responsibility and performance criteria”, while person specifications describe “the human attributes or personality traits that are considered necessary”, (Taylor, (2019), p. 128) such as education, skills, and experience. Both are used to compose job advertisements and are typically made available to prospective candidates as part of the recruitment process. They also form the basis of the shortlisting criteria, ensuring that applicants are scored fairly and objectively against the requirements of the job. Although job descriptions can be useful for outlining responsibilities, some argue they can be restrictive. Forbes suggests that job descriptions are obsolete, arguing they are ineffective and even harmful to new recruits. In 2009 Netflix reported that they attracted the right candidates by abolishing job descriptions in favour of a ‘culture deck’ which detailed the “seven aspects of its culture for current and potential employees”. (Peretz, (2018))

A competency framework “defines the knowledge, skills, and attributes needed” (Mindtools, (2020)) to fulfil a role, such as critical thinking or decision-making skills. It can be generic to the organisation, rather than the job, and can either be used alongside job analysis or independently. The CIPD also stress that competency frameworks should be linked to the organisations “ethos and values”. (Weeks, (2020)) Some argue that competency frameworks provide “greater flexibility, require less administration and facilitate quicker and more effective recruitment decisions” (Taylor, (2019), p. 128) than the traditional ‘job-based’ approaches. The CIPD encourage the use of a competency framework in recruitment and selection, because it “enables recruiters to assess against a clear range of criteria and behaviours” (Weeks, (2020)) but are also considered “essential to achieve high organisational performance”, (Weeks, (2020)) allowing organisations to create a profile of superior performers that can be useful in talent management activities, such as succession planning. 

Job descriptions, person specifications and competency frameworks should be reviewed as job roles develop to ensure they are fit for purpose. It is also good practice to ensure the required competencies are not potentially discriminatory.
[bookmark: _Toc86086227]Different methods of recruitment and selection
Recruitment and selection are core HR functions used to fill a newly created role or backfill a vacancy because of a leaver. Both instances can use internal or external recruitment and selection methods to fill a role. 

Internal methods can involve filling opportunities internally through job rotation, promotions, managed moves, or talent management selection processes, while external methods can involve external hire, employment agencies, or graduate recruitment programmes. External opportunities can be advertised through various forms of media such as social media, job boards, or industry specific journals. Organisations are increasingly using applicant tracking systems like Oracle Taleo, which allows the recruitment and selection processes to be streamlined. Opportunities should be accessible to all, and information should be available in a range of formats, such as hard copy and online.

Traditionally organisations request an application form or accept a CV in application for a vacancy. Candidates are assessed against the shortlisting criteria, and some organisations use aptitude tests specific to the role, or personality questionnaires such as Hogan Assessments to shortlist further. For some roles, organisations may use an assessment centre model, which “allow for a greater range of knowledge, skills and abilities to be tested”. (HR Zone, (2007)), through activities such as presentations and roleplay. The tasks should “clearly relate to the person specification and reflect the reality of the job”. (Green, (2020)) Interviews can be conducted either one-to-one with a hiring manager, a panel interview, or increasingly via Zoom or similar remote platform. Research suggests that the impact of COVID-19 means that “a hiring process that combines virtual and in-person processes will become increasingly standard”. (Maurer, (2021)) 

Organisations should consider the advantages and disadvantages of these recruitment and selection methods when deciding on the most appropriate method to use. Organisations should also be aware of employment law in relation to recruitment and selection activities as “the Equality Act 2010 makes it unlawful for employers to discriminate against job applicants (and existing workers) because of a ‘protected characteristic’”. (CIPD, (2017)) Direct discrimination occurs when applicants are rejected at shortlisting or appointment due to a protected characteristic, whereas indirect discrimination occurs when policies (provision, criterion or practice) are applied to applicants equally, but disadvantages some individuals who share a protected characteristic. Language used in job adverts can be a barrier for some applicants, with Adzuna, reporting that “60% of businesses showed significant male bias in the wording of their job adverts”. (Ronan, (2019)) Research suggests that the use of masculine language, such as “individual, challenging and driven” in job adverts “deter women from applying”, (Powell, (2021)) highlighting the importance of using neutral language to attract a diverse candidate pool. 
[bookmark: _Toc86086228]Key aspects of good practice in relation to dismissal, redundancy and retirement
[bookmark: _Hlk82274168]Employment relationships can end voluntarily when an employer terminates an employee through dismissal or redundancy, and involuntary when an employee terminates their employment through resignation or retirement. When an employment relationship ends, good practice should be followed to protect both parties.

For dismissal to be considered ‘fair’, it must be for one of five potentially fair reasons, which are conduct, capability, redundancy, a statutory ban, or some other substantial reason. The ACAS Code of Practice sets the minimum standards for a “fair and reasonable procedure” (ACAS, (2021)) when dismissing an employee, which includes carrying out an investigation, providing reasonable notice to attend meetings, the right to be accompanied, taking appropriate and consistent action, and the right to appeal. Failure to follow the ACAS Code of Practice leaves employers vulnerable to additional financial penalty if an unfair dismissal case is brought to an employment tribunal. 

Redundancy is “one of the five potentially fair reasons for dismissal” (Daniels.K, (2019), p. 188) if it is primarily or partly attributable to the reasons listed in section 139(1) of the Employment Rights Act 1996. There are several reasons why an organisation may be in a redundancy situation, and ACAS encourages organisations to consider alternatives to compulsory redundancy, such as offering voluntary redundancies, temporarily reducing working hours or freezing recruitment.

Where redundancies are unavoidable, consideration should be given to the main requirements of redundancy law, including the need for consultation. The selection ‘pool’ should include employees that do a similar role, and the selection criteria should be “as 'objective' and 'measurable' as possible” (ACAS, (2021)) including qualifications, relevant experience and measurable performance, but cannot be potentially discriminatory. Offering employees “the chance to appeal if they feel they were selected unfairly for redundancy” (ACAS, (2021)) is good practice. 

Since April 2011, it has been unlawful for employers to force workers to retire, but those considering retirement will likely have mixed emotions. While some will be excited, others will experience feelings of uncertainty, sadness, and trepidation. Employers must ensure that line managers are suitably equipped to have ongoing meaningful and empathetic discussions with employees around retirement options. Policies that allow phased or flexible retirement options, can help make the transition from employee to retiree less daunting. Retaining an ageing workforce, albeit on reduced or flexible terms, can benefit the organisation, particularly in a tight labour market. 
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