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Executive Summary 

This report begins with a discussion of the labour market situation in the UK, which is important 

for evaluating the impact of macroeconomic changes on internal organisational policies. The 

trends reveal a reduction in the unemployment rate in comparison with the period immediately 

after the pandemic. However, there is a need to focus on the variations in market contributions 

across sectors for evaluating economic growth. The Brexit regulations have resulted in a 

considerable change in sourcing methods, along with a transformation in the strategies for 

employee retention. The pandemic has further altered skill demands for managers, underlining the 

importance of effective communication and distance management practices for improving 

employee management.  
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1. Introduction 

The “human resource management” strategies adopted by organisations usually involve a range 

of methods that are oriented toward employee development and are essential for driving 

organisational growth. These strategies are, however, largely affected by external social, economic 

and political changes, underlining the association between changes in the external environment 

and internal organisational changes. This report follows this line of argument and evaluates the 

impact of external socio-economic and political changes on the internal HRM strategies adopted 

by varied economic sectors.  

2. Current state of the UK labour market 

The primary determinants for evaluating the performance of the labour market in the UK can be 

understood along macro-economic as well as micro-economic levels. The former refers to an 

analysis of different factors associated with demand and supply, conducting a holistic analysis of 

the labour market and evaluating aspects like total income productivity, “labour force 

participation” and unemployment. This analysis serves as the basis for an assessment of 

microeconomic aspects, including an assessment of the performance of individual firms, 

recruitment practices and wage benefits (Di Giannatale and Roa, 2019). An analysis of 

macroeconomic determinants of the UK labour market is therefore necessary for understanding 

the factors that impact HRM strategies across organisations belonging to different economic 

sectors. The table includes a brief analysis of the labour market by applying the PEST Framework, 

which are discussed in greater detail in the subsequent sections. 

Factors Description Impact 

Political  Impact of the Brexit regulation on employment 

and labour migration statistics 

 High 
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Economic  Improvement in employment rates after the initial 

pandemic decline 

 Increase in wages and the number of payrolled 

employees 

 Rising inequality of labour 

 High 

Social  Growing demand for skilled professionals in 

response to labour market concentration 

 High 

Technological  Technological advancement creates increasing 

opportunities for labour, particularly with regard 

to the demand for highly skilled technical 

professionals 

 Technological platforms like social media have 

improved opportunities for labour recruitment 

High 

 

Table 1: PEST Analysis 

(Source: Self-developed) 

2.1 Labour market indicators  

The figure presented below provides an estimate of the number of total payrolled employees in the 

UK in 2022, which reached close to 29.7 million in the month of August. This reveals an increase 

of around 71,000 from the previous month, underlining an increase in the overall participation of 

the workforce in the labour market. This is further evidenced by an analysis of the UK employment 

rate, which was around 75.4% at the end of July, 2022. However, there has been a quarterly decline 

of around 0.2 points, implying that the labour market situation continues to be precarious, and is 

largely affected by changing external market situations (ons.gov.uk, 2022).  



6 
 

 

Figure 1: Number of payrolled employees in the UK  

(Source: ons.gov.uk, 2022) 

An analysis of the unemployment rate in the UK is another important determinant that reveals the 

current state of the UK labour market. Bell and Blanchflower (2020) have observed that developed 

countries like the US and UK have been witnessing an almost full rate of employment before the 

beginning of 2020. The pandemic has had a considerable impact on labour market performance, 

resulting in a considerable increase in the unemployment rate, affected by large-scale economic 

losses suffered by businesses. However, this situation has improved to a large extent, as indicated 

by the current estimates of the UK unemployment rate. This is indicated from the figure below, 

indicating a considerable decline in the unemployment rate from 2020 and the first quarter of 2022. 

The overall rate of unemployment has reduced from around 4.1% in January to 3.7% in October 

2022, indicating a considerable improvement in the condition of the labour market. Consequently, 

a 2.8% decrease in regular pay points to the impact of inflation, particularly during the end of 2022  

(tradingeconomics.com, 2022). In terms of a region-wise analysis, Northern Ireland has witnessed 

the most significant reduction in the unemployment rate, around 2.7%, revealing signs of 

considerable economic improvement in the country (Statista, 2022). This implies that in spite of a 

considerable improvement from the initial pandemic period, the labour market has still not seen a 

steady rate of improvement, affecting the capacity to sustain considerable economic improvement.   
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Figure 2: Unemployment rate in the UK  

(Source: tradingeconomics.com, 2022) 

 

Figure 3: UK unemployment rate according to country  

(Source: Statista, 2022a) 
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2.2 Sector-wise analysis of the labour market  

The above analysis has involved a comprehensive analysis of the primary economic determinants 

that reveal the present state of the UK labour market, However, it is important to point out that all 

industrial sectors have not witnessed a similar level of growth and have not been affected similarly 

by external economic changes like the pandemic. This aspect is indicated in the figure, which 

reveals the varying economic contribution of different sectors to the UK economy. It is evident 

that the retail and wholesale sector is among the largest contributors to the economy and employs 

close to 4.94 million individuals in the UK (Statista, 2022b). This is followed closely by the sectors 

like administrative services, technical services, manufacturing and hospitality. This implies that 

the impact of the pandemic on these sectors has considerably affected the growth capacity of the 

UK economy, largely affecting labour market statistics.  

 

Figure 4: Number of employees according to sectors 

(Source: Statista, 2022b) 
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2.3 Analysis of the current situation 

The above analysis indicates the primary economic determinants that reveal the current state of 

the labour market situation in the UK. This is in line with the argument provided in the 

macroeconomic theory, which implies that economic situations that are not matched by a 

simultaneous increase in wages to match productivity indicate that there has been an increase in 

the relative labour supply with regard to demand. On the other hand, situations that are marked by 

an increase in the demand for labour in comparison to supply would automatically result in higher 

bargaining power for the employees (Vines and Wills, 2018). The discussion presented above 

reveals that there has been a  significant reduction in wages as a response to growing inflation. 

However, there is a significant difference in the supply of labour across skilled and unskilled 

professions, with the former witnessing a significant reduction in supply. The demand for skilled 

professionals has therefore considerably increased in the current labour market situation, which is 

determined by heavy international competition and the growing need for organisations to remain 

competitive in the market. These factors underline the importance of market competition as one of 

the most significant determinants for affecting change in the labour market. The analysis follows 

the “neoclassical theory of the labour market”, which considers that wage equilibrium in the 

labour market occurs as a result of establishing a fixed remuneration according to the respective 

abilities of employees (Sloman, 2019). The subsequent sections point to the impact of large-scale 

economic changes like the pandemic and Brexit, which have affected market competition and the 

overall dynamics of the UK  labour market.  

3. Changes in human resourcing strategies in the post-Brexit and post-Covid 

scenario 

3.1 Impact of Brexit 

The changing labour market scenario in the UK can be understood through an assessment of the 

considerable impact of Brexit, which is one of the most important political regulations that had a 

significant market impact. Fetzer and Wang (2020) have stated that the steady employment rate in 
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the aftermath of the Brexit situation must not be taken as an indicator of sustained economic 

stability. This is evidenced by a reduction in the overall economic growth prospects of the UK 

with a 2.6% reduction in output annually. One of the most significant impacts of Brexit can be 

observed with reference to a reduction in external firm investment and growing export-import 

restrictions, which have a considerable impact on the smooth functioning of the labour market. An 

example of this can be observed with reference to a 4.6% and 5.29% reduction in economic activity 

in the Northern Irelands and the West Midlands respectively. These factors have a significant 

impact on labour market conditions and the resultant human resourcing strategies that are adopted 

by organisations in varied economic sectors. 

Ridgway (2019) observed a series of changes in human resourcing methods after the impact of 

Brexit, resulting from a considerable alteration in market demands. One of the most significant 

changes has been observed in the context of employee recruitment as well as retention methods, 

which has been affected by the “war for talent”. This is in the context of an overall reduction in 

the influx of employees from EU regions, affecting the availability of the necessary talent among 

organisations. This has therefore resulted in an increased focus on talent retention strategies among 

employers, along with an increase in the availability of the necessary training and development 

opportunities. A simultaneous increase in the costs of production implies that industries would 

specifically concentrate on labour recruitment from regions which are lower on the production cost 

scale, affecting regional improvement in labour conditions. Another important trend in recruitment 

practice is affected by the increasing recruitment of employees from regions outside the EU. The 

impact of Brexit is further reflected in an alteration in staffing methods, with the maintenance of 

flexibility in the traditional working arrangements followed by organisations. This is important for 

improving the viability of the UK as an effective employment destination, along with the ability 

to attract millennial employee segments with a growing preference for flexible workplace 

arrangements.  

This underlines the considerable impact of Brexit regulations in influencing the HRM practices 

and sourcing strategies adopted by organisations across different regions. According to Cumming 

et al (2020), the primary areas associated with HRM practices that have been affected by the 

formulation of Brexit norms include migration, job security, income and talent. This points to 

growing attention paid by employers to the detrimental impact of improper HRM practices, low 

pay, absence of suitable working conditions and under-investment in people management. This 
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implies that growing pressure on the labour market for talent retention has resulted in an increase 

in employee benefits, like the provision of better wages and growing job security. However, as 

enumerated in the “social exchange theory”, this increase in benefits is coupled with growing 

pressure from employers in delivering the highest quality work, which is vital for retaining the 

competitive position of organisations and recovering from economic losses (Cortez and Johnston, 

2020). This implies that the demand for skills and expertise is one of the primary market drivers 

that has affected human resourcing strategies after the economic impact of Brexit was increasingly 

felt by organisations. According to a global survey by Deloitte, close to 80% of employees have 

considered the importance of employee experience as one of the primary factors that drive 

organisational growth. As indicated by the survey, UK-based organisations have been increasingly 

focusing on attracting labour mobility after the decline in workforce migration from EU regions 

in the post-Brexit scenario. This has resulted in organisations like Deloitte focusing on aspects like 

investment in global labour mobility and growing technical skill training for workforce 

development (Deloitte, 2022). Similarly, Read and Fenge (2019) have observed the impact of 

Brexit on workers engaged in social care services in the UK. Brexit has affected the ability to hire 

nurses and other workers involved in social care from EU regions based on low pay and higher job 

insecurity. This underlies the growing pressure on employers in the UK to increase labour 

investment for workers belonging to different economic sectors. These aspects determine 

workplace mobility and are vital for responding to market competition.   

3.2 Impact of the pandemic  

The impact of the pandemic has been increasingly felt on the human resourcing strategies in the 

UK, which have significantly revealed internal inequalities in the labour market. One of the most 

significant changes is the transformation in the structure of working arrangements across 

organisations in the UK and all over the world, underlining the need to institute significant policies 

toward change management. This can be understood with reference to effective change 

management theories, including the framework provided by “Kotter’s change theory”. This theory 

provides the arrangement necessary for organisations in instituting change in their HRM models 

in the aftermath of the pandemic. These involve creating an urgency, building effective coalitions, 

formulation of a strategic vision, obtaining the necessary resource support, implementing action, 

assessing short-term objectives, accelerating and instituting change (Asirifi et al. 2022). This 
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change framework is important for assisting organisations in responding to the changing HRM 

requirements in the post-pandemic period.  

An important consequence of the pandemic was the introduction of remote working arrangements, 

indicating the importance of effective communication and distance management practices, 

requiring a range of new competencies among managers. (Caligiuri et al. 2020) have stated that 

managing employees from varied geographical regions requires effective mentoring and conflict-

resolution skills, which are necessary for improving workforce management. The growing 

importance of advanced HRM tools for employee recruitment and retention, including those which 

facilitate an improvement in planning and performance management activities, is an important 

consequence of the changes affected by the pandemic. This discussion implies that there has been 

a significant transformation in the demand for managerial skills in the aftermath of the pandemic, 

which are important for responding to the new HR sourcing requirements.  

Another important change in sourcing methods is the diversification of recruitment opportunities, 

with employers utilising a range of platforms for employee recruitment. The use of digital tools 

for screening, along with the growing popularity of social media as an important platform for 

recruitment has assisted the growth and development of recruitment facilities. On the other hand, 

Butterick and Charlwood (2021) have stated that an important factor what determines the future 

direction of HRM policies is the growing focus on employee well-being is an important factor that 

drives suitable HRM policies. This has diverted trends from an increasing “commodification of 

labour” and focused instead on improving workplace characteristics and the quality of work 

performed by employees. This is a major factor that affects change in sourcing strategies and is 

instrumental in understanding the internal microeconomic changes across organisations, affected 

by macroeconomic trends, involving alteration in labour demands in the post-pandemic scenario.  

The graph presented below provides information on the most effective HRM policies according to 

a survey of UK employers in the post-pandemic period. It indicates that around 45% of employers 

from different industrial sectors have considered the availability of workplace benefits as 

important for sustaining employee retention (Statista, 2020). This implies that apart from aspects 

like growing job insecurity and furloughs in the aftermath of the pandemic, a growing awareness 

among employers regarding the benefits of improvement in HR sourcing strategies is an important 

consideration.  
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Figure 5: Effective actions for employees in the post-Covid situation 

(Source: Statista, 2020) 

 

 

4. Conclusion  

This report has begun with a discussion of the existing labour market situation in the UK, affected 

by the impact of Brexit as well as the pandemic. Analysis of this situation reveals steady signs of 

improvement, in spite of the considerable economic losses suffered as a result of the pandemic. 

Consequently, there has been a significant change in HR sourcing strategies, with a growing 

dependence on talent recruitment and retention. The pandemic has altered the strategies for HR 

management, with the demand for an improvement in managerial skills and the need to respond to 

the social as well as economic demands of workers. This is important for identifying the 

importance of skill investment and digital expertise in handling competition in the current market 

scenario.  
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