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In this master's thesis, labour market phenomena related to job seekers, temporary employees
and customers of HR companies are examined from the perspective of HR company
employees. The thesis aims to identify relevant changes in the behaviour of applicants and
employees, and the effects of the changes on the operations of the employer and the HR
company.

The research was carried out as a qualitative case study, where the data was collected through
semi-structured interviews with experts from the case company. The collected data was
analyzed with a thematic analysis, after which the study used the theory of weak signals to
assess the degree of development of trends.

Four main themes were found in the interviews: tools of competition, the impact of
technology, generation Z and polarization of work. Congruent change phenomena were
identified from the themes, the level of development of which was evaluated on a scale of
weak signal, strong signal or trend. The results of the study show that the behaviour of
employees and applicants has changed significantly in recent years. Employers are required
to adapt in order to attract and retain the workforce. In addition, factors that are important
for applicants and customers in the service offering of HR companies are changing.
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1 Introduction

Despite the growing popularity of artificial intelligence, automation and robotization, the
need for human employees is likely to continue in the future. However, the labour market is
under transformation, partly due to technological development and demographic change. At
the same time, the labour shortage and changing skill needs increase the importance of
attracting and engaging employees. This highlights the need for employers to understand the
changing needs of the workforce, and how it affects their operations. This paper seeks to

provide insights into the emerging issues regarding the topic.

Many companies do not have the resources or the knowledge to recruit employees
themselves, in uncertain fields permanent hiring of employees is not possible, and sometimes
changing needs towards the workforce create a need for retraining. In these situations,
companies can rely on the services of HR companies. HR companies are professionals in
providing employees to other companies in need, and they employ millions of people around
the world every year. The services of HR consulting companies vary from consulting,
temporary staffing, permanent placement, career transition and staff training in various
industries (The Adecco Group 2022, 121-122). Consequently, they must understand the
changing needs of both employees and employers. The labour market is undergoing a major
transformation due to the emergence of Generation Z, polarization of work and technological
development. This emphasizes the need to look at emerging phenomena in the labour market,

as well as strategic ways to prepare for them.

The business of HR companies is therefore based on their expertise and understanding of
employees' choice of work and the employers’ choice of employees, which is why it is
important for them to understand social and economic developments that affect people's
choice of work. Trend analysis, which examines the development stages of phenomena from
a weak signal to a strong signal, trend and megatrend, is a possible way to search for

information about this development. Examining the transformation of the labour market



using trend analysis can produce information that is useful for both HR companies and

employers in general.

HR-companies can be included in the group of Knowledge Intensive Business Services
(KIBS). KIBS are businesses and services whose value creation is based on their expertise
in a certain area. KIBS companies are divided in two types: technology based (T-KIBS), and
professional based (P-KIBS), which this study focuses on (Nahlinder 2005, 57). Since the
operation of KIBS companies is based on their ability to create economic value through
knowledge, their most valuable asset is human and structural capital. (Shearmur & Doloreux
2009, 81) The experience, skills and contacts that serves as the basis for the entire company
is distributed among its employees, which makes it challenging to store it in the company's
structures and systems. (Nahlinder 2005, 57) As a result, KIBS companies significantly
differ from traditional industries, where valuable production facilities and patents have set
entry barriers for new companies in the market (N&hlinder 2005, 57). This lowers the entry
barriers for new players in the market, increases the competition among the players, and sets

new challenges to strategies.

In order for an HR company to last in the competitive market, it must understand the trends
affecting the industry, and adjust its strategy accordingly. Weak signals theory (Ansoff,
1975; Ansoff, 1984) provides a theoretical background for studying potentially emerging
trends, in this case the transforming labour market, and it is therefore excellently suited as a
strategic planning tool for fields that require agility, such as the HR industry. Weak signals
can be identified from data collected from the employees of HR companies, from those
experts on whom the company's ability to create value is based. By looking at the
background and root causes of currently significant megatrends such as technological
development and demographic change, new, emerging issues in the labour market can be
identified. Therefore, this research is conducted as a case study that seeks to utilize weak
signals theory to identify potentially emerging trends, which may have an impact in the

Nordic operations of a global HR industry leader Adecco.



1.1 Previous research

Previous studies have examined the transformation of the labour market from the perspective
of technological development and social phenomena. In addition, the operation of HR
companies in the transforming labour market has been studied. Nevertheless, as Yip & Coe
(2018) state, there are under-studied aspects in temporary staffing industry, such as how the
market is formed by global divisions of labour, state immigration systems and local labour
market culture. This indicates the need to look at the changing labour market in relation to
the HR industry, under which temporary staffing also falls. In addition, Lier, Coe & Braten
(2015) state that staffing market research is not generalizable across nations, which

highlights the need for research on a local level.

As mentioned earlier, this study utilizes the theory of weak signals to study potential future
developments in the transformation of the labour market. Various studies have been
conducted on topics such as the identification of weak signals (e.g. Pinsonneault & Choi,
2022; Ahlgvist & Uotila, 2020; Kim & Lee, 2017 Day & Schoemaker, 2005) and the
managerial implications of weak signals (van Veen & Ortt, 2021; Holopainen & Toivonen,
2012; llmola & Kuusi, 2006; Mendonca, Cunha, Kaivo-oja & Ruff, 2004). However, most
studies have looked at weak signals on a theoretical level, and few empirical studies have
been conducted. One of the few academic research contributions in the field is Toivonen
(2004), which looked at the driving forces, prospective trends and weak signals impacting

the future of KIBS from the perspective of innovation.

However, the research in question does not concern labour market transformation and there
is little research on the constantly evolving factors that impact people's choice of work. This
highlights the need for empirical research that examines emerging phenomena in the labour
market from the above-mentioned point of view. Moreover, it has been suggested that
environmental scanning, which in this research takes place in the form of weak signal
analysis, is one of the building blocks for successful organizational anticipation, coping and
adaption to adversity (Vakilzadeh & Haase 2020)
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While previous studies have shown changes in the labour market due to technological
development and the generational differences, there is a gap in research on the development
of national labour markets. Therefore, this research aims to produce new knowledge about
the transformation of the labour market on a local level in Finland. The research aims to
understand social and economic factors that are relevant to employees, job seekers and
employers, and which may have an impact on the business of HR companies. It should be
noted that this research looks at the issues from the employee angle, as the research data is
collected from the employees of the HR company, and not the job applicants or client
companies. Moreover, this thesis is intended for the use of professionals in the HR or staffing

industry, and utilization of the findings may require prior knowledge about the field.

1.2 Objectives of the research

As explained earlier, HR consulting companies are highly dependent on the labour market,
balancing between the requirements of the workforce and the needs of client companies. At
the same time, technological development brings new solutions and competing companies
to the market, and demographic change causes challenges to match supply and demand of
workforce. In the layout of the research questions, observations and shortcomings made in
previous studies, characteristics of case studies, and the needs of the target industry and the

case company have been taken into account.

The main research question which aims to find an answer to the entire research problem is

formulated as follows:

Q1: What strategic issues are emerging under labour market transformation, which may

affect HR companies? *

! Limited to the geographical area of Finland.
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In order to answer the broad main research question, sub-research questions have been
formed, which aim to answer individual problems from a narrower perspective. These
smaller questions make it possible to answer the main research question by combining the

collected information. The sub-questions are formatted as follows:

SQ1 What emerging factors are affecting people’s choice of work?

SQ2: What phenomena are emerging as important influencers between HR companies and

customers?

The research questions are answered by analyzing the data collected in the study. The

answers are found later in the paper, in the discussion section.

1.3 Structure of the research

This paragraph explains the structure of this paper. Figure 1 illustrates the structure of the

research and the research process.

Background Research methods Findings and analysis
( \ 4 ) s A

Identification of weak
signals

Theoretical \ J \ y
framework r N p S

Research onion

Data collection and

analysis Strategic implications

Figure 1: Structure of the research
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The first part of the study consists of a literature review, which forms the theoretical
framework of the study. Concepts relevant to the research are presented, and their
connections and interdependencies are examined. In the next section, the research data
collection and analytic process is explained, with the aim to identify weak signals with semi-
structured interviews. Finally, the findings of this research are presented, following with
trend analysis and identification of weak signals. Moreover, the findings are looked at in the

light of the theories in the theoretical framework.
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2 Theoretical framework

In this section, theoretical concepts relevant to the research and previous studies related to
the topic are presented. The theoretical framework is structured as follows: First, strategy is
examined in terms of strategy formation, in addition to which the importance of strategic
resilience is discussed. Following this, weak signals are examined in connection to strategic
resilience. Third, labour market transformation will be reviewed, and the relevant

megatrends are presented. Figure 2 indicates the current phase of the paper.

( )
Background . .
Research methods Findings and analysis
- Identification of
Research onion [ weak signals ]
Theoretical framework ‘ ‘
Data collection ‘ Strategic
and analysis implications

A J

Figure 2: Phase of the paper: Background

The theoretical framework of this research is built on the concept of environmental scanning
(traditionally described through Porter's five forces model (Porter, 1981)), which adds to
strategic resilience (Yu, Chiu & Chan, 2023). This scanning may be of ‘weak signals’ and
also ‘megatrends’ (Yunna & Yisheng, 2014; Kompalla, Geldmacher, Just & Lange, 2017).
In this thesis, the key strategic issue proposed for scanning is labour market transformation.

Figure 3 shows how these theories are linked to each other in this paper.
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Porter's five forces - Scanning

« Understanding external
environment and adjusting the

‘ strategy in accordance s

Weak signals and Megatrends Strategic resilience

» Labour market transformation can »  Weak signals identification is an
be understood by examining weak _ effective means of improving
signals under megatrends strategic resilience

Labour market transformation

» Labour market transformation is
impacted by technological and
demographic developments

Figure 3: The link between theoretical concepts

As figure 3 shows, the theoretical framework of this paper consists of three different
theoretical concepts. Porter's five force model is used as the main strategy literature, because
it emphasizes the importance of the external environment in strategic planning. After this, it
is presented how strategic resilience and the examination of weak signals are related to each
other. Finally, literature on labour market transformation and megatrends is reviewed.
Megatrends can be a source of weak signals, and therefore understanding them is important

for scanning the external environment of a company.

2.1 Strategy and strategic issues

All the activities of a company or organization are based on a strategy, a plan, that is used to
lead the entity from its current state to a desired state. In other words, strategy is a set of
actions that aim to achieve a certain goal over a long period of time. A competitive strategy
aims to produce competitive advantage in the market against other companies (Porter, 1980).
Porter (1996, 39) defines competitive strategy as a combination of activities that differ from

the competitors, thus delivering a unique mix of value.
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In order to truly understand the strategy of a company, it is necessary to know the process
of strategic formulation. Various perspectives have been presented in academia that can be
used in the formulation of a strategy. This research utilizes Porter's theory for competitive
strategy, as it especially emphasizes the importance of the industry level and the external
environment in the company’s strategic planning. Porter's (1981) theory for competitive
strategy focuses on scanning the environmental factors, competition and especially the
industry structure in the formation of strategy. Therefore, understanding the big picture and
relating the company to its environment should be the starting point of strategic formulation.
This is where the Porter's five forces model originates, which describes the prevailing

competitive forces in the industry (Figure 4).

Threat of
new
entrants

Bargaining 3:1?;/ Bargaining

power of power of

; existing
suppliers e buyers

Threat of
substitute
products

Figure 4: Porter’s five forces

According to the theory, the strength of the prevailing competitive forces in the industry
determines its profit potential. As figure 4 shows, the five forces include threat of new
entrants, bargaining power of suppliers, threat of substitute products, bargaining power of
buyers and finally the rivalry among existing competitors. According to Porter, the formation
of a strategy begins with the identification of these forces. The aim of a competitive strategy
is to find a position for the organization where it can best defend itself against these
competitive forces (Porter 1981, 4). The Five Forces model is perfectly suited to the analysis
of the strategic effects of weak signals in this study. In the HR industry, employees can be
considered suppliers, while client companies are the buyers. In a field with low market-entry

barriers, the threat of new entrants is high, and alternative service solutions, substitute
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products, are constantly introduced to the market. At the same time, changes in the external

environment significantly affect and alter these competitive forces.

2.2 Strategic resilience

As Komutanont & Pires (2016) suggest, it is possible to use Porter's five forces model to
improve strategic resilience. According to Gunha, Gomes, Mellahi, Miner & Rego (2013),
organizations face a challenge of balancing the value of strategic consistency with the value
of agility to respond to unexpected problems, opportunities and trends. Consequently,
organizations must build strategic resilience, where environmental scanning can be a

powerful tool.

Strategic resilience refers to a company's ability to adapt to changing circumstances, take
advantage of emerging opportunities and turn threats into advantages (Vélikangas, 2016). It
is not only about responding to and recovering from a single crisis, but continually predicting
and reacting to trends affecting value generation (Manning & Soon 2016, 1480). As VVogus
& Sutcliffe (2007, 3420) state, resilient organizations are able to detect relevant weak signals
in their early state of emergence, as they have developed capabilities to respond to a variety
of events through constant scanning of their ongoing operations. Weak signals are based on
the assumption that strategic surprises do not emerge without any warning signs, which can

be identified through environmental scanning (Georgiadis & Raubal 2020, 6).

2.3 Weak signals

Weak signals are signs of potential changes, new directions of development, and future
events, which may have extensive and rapid socio-economic consequences (von Groddeck
& Schwarz 2013, 28; Dufva 2019). It is possible that weak signals evolve into strong signals,
trends and megatrends, and therefore they can be used to study the future, which makes them
relevant both for business management and science. (Kaivo-oja 2012, 206-207; Holopainen
& Toivonen 2012, 199; Ahlgvist, Uotila & Hietanen 2015, 49-50). In theory, organizations,
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nations and individuals can get a first-mover advantage when they engage in weak signal
detection (Ahlgvist & Uotila 2020, 2). However, weak signals cannot be exploited if
organizations ignore them and are unable to utilize them in strategic planning (Kaivo-oja
2012, 206). Through strategic planning it is possible to exploit weak signals to gain
competitive advantage.

In order to use weak signals in strategic planning, one must understand their basics.
According to Ahlgvist & Uotila (2020), the theory of weak signals has three basic

assumptions:

1. Weak signals are emerging issues.

2. Their emergence is linear, i.e., they develop linearly from the early stage towards
more developed levels.

3. The issues have some general characteristic that makes it possible to identify them

as weak signals.

These three basic assumptions form what is called Ansoffian's theory in the literature. While
complementary and alternative approaches have been presented to these basic assumptions,
such as the constructive theory (Schoemaker & Day, 2009; Rossel, 2012), this study focuses
on the original Ansoffian theory. The Ansoffian theories can be summarized as follows:
weak signals are in the external environment of the observer, they can be identified as distinct
and separate from the surroundings, and they may be identified in their early or nascent state
(Rossel, 2012). The practical application of weak signals theory will be explained in

methodology section.

2.4 Labour market transformation

In order to study weak signals in the labour market transformation, one should know what
has been previously found on the topic in academia. Recent academic studies on labour

market transformation are shown below.
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Table 1: Recent studies on labour market transformation

Conclusions

Authors

Focus on Platform work: Increasing gig-
work, dis-organization, division of
production procedures, restructuring of
tasks, outsourcing

Structural transformation of employment
relationship

Li, Mo & Zhou (2022)

Focus on digital transformation: authors
commonly over-estimate the likelihood of
automation  and  substitutability  of
occupations

Unskilled, semiskilled and specialist
occupations have high potential for
substitution

Almost all jobs have tasks that cannot be
performed by machines

Dengler & Matthes (2018)

Growing demand for new professional
skills as a result of ICT (Information and
communication technology)

Basic administrative jobs and many manual
tasks are likely to be substituted

Personal and mental abilities will grow in
importance

Eberhard, Podio, Alonso, Radovica,
Avotina, Peiseniece, Sendon, Lozano
& Solé-Pla (2017)

Emphasis on digital and technical skills
over soft skills

Intellectual, innovative and creative jobs
will be in high demand

Gangoda, Krasley & Cobb (2022)

technological development changes the
needs of companies towards workforce
the increasing use of platform- based
business models

Job polarization: Division to desirable and
undesirable jobs

Increasing non-standard employment

Svarc and Dabi¢ (2021)

New generation of employees who are
characterized by efficient use of
technologies, value independence and
autonomy

Gen Z employees value meaningful work,
teamwork, diversity, ethical conduct, social
responsibility and require a close
relationship with managers

Rodriguez, Ardoin & Landberg (2021)

Temporary staffing industry: Growth
restricted by regulations and labour market

Yip & Coe (2018)
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e Focus on regulation and immigration Jordhus-Lier, Coe, Braten (2015)
policies

¢ National staffing markets are dynamic and
complex institutional configurations, and
the research cannot be generalized across
national borders

e (Literature review) Future research Coe, Jones & Ward (2010)
opportunities include: institutional role of
agencies, development of national labour
markets, industry globalization and
agencies in connection to national
migration processes

As table 1 shows, some studies have been made on social and technological developments
that impact the transformation of the labour market. However, most studies have focused on
individual phenomena instead of examining the labour market transformation as a whole.
On the other hand, some research have been conducted on temporary staffing industry, but

these have mostly concentrated on regulatory and immigration aspects of labour market.

Although labor market transformation has not been identified as its own megatrend, it is a
significant wave of change that is linked to many megatrends. As explained in the
introduction, both demographic change and technological development are driving a major
transformation in the labor market. While changing companies' need for human resources
and ways of working, technological development also enables the outsourcing or offshoring
of work across national borders in new extents. At the same time, labor shortage forces
companies to look for employees from new regions. Amid great forces of change, people,
organizations and economies are looking for their position. Svarc and Dabi¢ (2021)
examined four theoretical concepts that illuminate the change caused by technological

development in the labor market.

Table 2 below explains these theoretical concepts, and their potential consequences in the

labor market.
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Table 2: Technological development and the labour market transformation (Svarc and Dabié 2021,

2-4)

Concept and explanation

Possible consequences in the labor market

Digitalization of work:
technological development
changes the needs of
companies towards the
workforce

Technological unemployment due to digitalization or
robotization

Zero marginal costs, free services, improved work
efficiency through robotization, new job markets and
the rise of networks of micro-entrepreneurs competing
against traditional corporations.

Platform work: the
increasing use of platform-
based business models
which create a new type of
sociotechnical work system

Company concentration, network effects, ambiguous
management through algorithms

Obscure boundaries between employers and
employees, disruption of traditional labor market
relations and labor-capital relations

Possibly takes a dominant position in the future
Lower entry barriers to the labor market, increased
participation

Increasing crowdwork where human labor is
decomposed into small components or micro-tasks

Job polarization: biased
technological development
changes the labor market
into desirable and
undesirable jobs

Jobs that require analytical thinking, high knowledge
and problem-solving capabilities are favored
Increasing number of jobs in high and low paid job
extremes

Vanishing of mid-level and mid-wage jobs, pushing
these employees towards unemployment, undesirable
platform-work or low-wage service employment

Non-standard employment:
Work outside traditional
boundaries, such as
platform work.

Ethical, legal and regulatory controversies

Traditional business models are challenged, as platform
companies are able to escape taxes and pay low wages
Employees must themselves manage social security,
pension payments, sickness and unemployment.

As table 2 shows, technology trends have major effects on the labor market. The socio-

economic consequences of the changes in the labor market are significant, challenging

organizations as the threat of increasing inequality and risked well-being rises concerns.

Academic findings on the transformation of the labour market so far can be summarized as

follows: Platform work is increasing in importance, and new typers of employment

relationships are emerging. Due to the impact of technological development, employers'

requirements for employees are changing, and jobs are becoming more polarized.

Automation and robotization is likely to replace some jobs, but does not pose a significant
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threat to employment. In addition, the new generation of employees, Gen-Z, brings changes
to workplaces, as young employees value and demand different aspects from their work. The
Staffing industry is also under stress in the labour market transformation, and country-

specific legislative differences greatly affect the future of companies in the industry

2.5 Megatrends

Megatrends have a major impact on labor market transformation, so understanding
megatrends is important to identify weak signals. A megatrend is a trend (i.e. a pattern or
direction of flow) that takes place on a global scale. The interest in megatrends as a research
topic has grown significantly since the beginning of the 21st century. The number of new
documents containing the word megatrend in the Scopus database has increased from three
in 2003 to 119 in 2022. There is no single organization that defines the current megatrends,
instead, various organizations such as consulting companies, research institutes and
associations publish their own reviews on megatrends. Therefore, in academia, megatrends

are often visible as a growing interest in certain topics or subject areas.

Some concern regarding the utilization of megatrends in strategic management has also been
represented in academic works. Von Groddeck et al. (2013) argue that megatrends are empty
signifiers, as they are too narrowly defined in their abstractness to convey a concrete purpose
to management. Therefore, using megatrends to determine the direction of an organization
and its strategic planning may direct thinking into a certain direction that is not actually
helpful or strategically important for the company. In practice, this happens as a result of the
organization focusing only on the information that supports the chosen megatrend, ignoring
the underlying influencers (Von Groddeck et al. 2013, 34). However, the authors suggest
using megatrends as a starting point for an analytical strategy, and trying to reconstruct how
these signifiers are sought, given value and fixated in discourses. This emphasizes the use of
weak signals in strategic planning. Weak signals are in the early stages of trend development,
i.e. primal megatrends. Consequently, they are more bound to the practical level, providing
better support to business leadership. Weak signals can be sought under existing megatrends,

which may reveal smaller emerging changes.
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Table 3 shows some of the currently recognized megatrends, and the organizations that have

listed them.
Table 3. Megatrends
Megatrend Identified by
Demographic change PWC, BlackRock, EY, WEF
Technological development PWC, BlackRock, EY, WEF
Climate change PWC, BlackRock, EY, WEF
Behavioral economy EY
Global economic power shift PWC, BlackRock
Social instability PWC, WEF

As table 3 shows, the identified megatrends vary across different organizations. The

following sub-sections introduce the relevant megatrends for this research.

2.5.1 Behavioral economy

Behavioral economy is often placed under technological development and digitalization, but
some organizations recognize it as its own megatrend. Behavioral economy refers to the
increasing value of understanding human behavior. Digital services collect remarkable
amounts of data about users' behavior patterns, preferences and states of mind. This data can
be used for instruments of precise and sophisticated persuasion, and it is becoming an
increasingly valuable commodity. (EY 2020, 39; Esteve 2017, 36)

2.5.2 Demographic change

Demographic change is expected to have major effects on business. While labor-force

participation among adults was at record high in 2019 in the European region, demographic
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change has significant effects on labor availability (European Commission, 2022). In
developing countries, the labor shortage particularly concerns highly skilled people, while
in developed countries the increasing demand for care workers and the low supply of
construction workers among others grows the need to attract workforce from abroad (PWC
2022, 13). The emerging generations also have different consumption habits and needs,
which may have long-term effects on the demand for different services and products. As
many public institutions have reported, the labor shortage is a current problem in Finland
(Tyo6- ja elinkeinoministerid, 2023), Sweden (Statistikmyndigheten 2022, 3) and Norway
(NAV, 2022) among many other countries.

2.5.3 Technological development

Technological development enables value creation in new, versatile and efficient ways.
Emerging technologies such as artificial intelligence (Al), robotics and material sciences
solve problems and drive development forward. However, these also transform the labor
market, and pose new challenges for health and safety. (European Commission, 2023; PWC
2022, 9) According to World Economic Forum (WEF, 2023), technological development is

seen as one of the most relevant megatrends for investors and businesses.

The requirements for labour in various industries is under radical change due to
technological development. Despite public concern, automation is expected to eliminate
only few occupations completely, instead the workload of people may be considerably
simplified and reduced. Technological development is expected to transform not only
manufacturing industries, but also industries that involve a large share of knowledge work.
(McKinsey, 2016; PWC 2022, 10) A research by McKinsey (2016) found predictable
physical work, data processing and data collection to be at a significant risk of being replaced
by automation, while managerial work and occupations that require the application of

expertise or unpredictable physical work are at a low risk of being replaced by automation.
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2.6 Summary

Based on the findings of previous studies and academic literature, there are some weak
signals and megatrends that can be watched for in the data of this study. The effects of
technological development on the needs of employers, the growth of platform working, and
signs of job polarization should be scanned from the collected data. Moreover, the realization
of demographic change as the transition of generation Z to the labour market, changing
values and its effects on management will be looked for. Finally, signs of behavioural

economy in the HR industry and labour market transformation will be scanned.
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3 Research methods

This section presents the research methodology. First, the philosophical perspective of the
research, as well as the following data collection and analysis methods are defined. Next, the
researched industry and the typical characteristics of its companies are discussed. Finally,

the theory of applying weak signals in practice is explained.

4 )
Research methods o )
Background , ‘ Findings and analysis
Research onion ‘ Identification of
Theoretical weak signals
framework -
. . Strategic
Data collection and analysis implications
(N J

Figure 5: Phase of the paper: Research methods

As shown in figure 5, the research methods section explains the relevant methodological
aspects of this research.

Saunders, Lewis & Thornhill (2016) introduced the research onion, a model which presents
the various issues that impact the choice of data collection technique and mode of analysis.
Defining these is important because they clarify the logic of thinking behind the research.

Figure 6 shows a simplified version of the research onion, which shows the issues to be

considered.
gp;gﬁgzﬁh Methodo- Time Techniques
Philosophy develo Y logical Strategy horizon and
mentp choice procedures

»
»

Figure 6: Peeled research onion. Source: Saunders, Lewis & Thornhill (2016, 124)
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As figure 6 presents, the outermost layer is research philosophy, which determines the beliefs
and assumptions behind the development of knowledge in the research. Research
philosophies include Positivism, Critical realism, Interpretivism, Post-modernism and
Pragmatism (Saunders, Lewis & Thornhill 2016, 136).

This research applies pragmatism as the research philosophy for several reasons. In the
research of futures, trends and other similar phenomena, the examination depends strongly
on the perceptions, views and values of social actors. Pragmatism combines both subjectivist
perspective, which emphasizes that different people perceive reality in different ways, and
objectivist perspective, which emphasizes facts, and accurate and rigorous knowledge. On
the contrary, the strictly objectivist approach in positivism and critical realism limits to one
observable reality excluding them from this research. Moreover, while interpretivism and
postmodernism have many similarities with pragmatism, their epistemological views and
typical research methods make them less favourable for this research. Particularly the
deconstructive methodological approach and radically subjectivist nature in postmodernism
and the epistemological target to create new understandings and worldviews in
interpretivism make them less suitable for this study. (Saunders, Lewis & Thornhill 2016,
136-143)

The second stage in research onion is determining the approach to theory development. The
three alternative approaches are deductive, inductive and abductive reasoning, which
fundamentally differ from each other. In simple terms, deductive reasoning derives a
conclusion from a set of premises which must be true for the conclusion to be true. Abductive
approach, on the other hand, first sets a conclusion, and then determines a set of premises
that sufficiently explain that solution. Finally, Inductive reasoning, which is used in this
research, uses observations that are found or believed to be true to justify the conclusion.
(Saunders, Lewis & Thornhill 2016, 144-145) Inductive reasoning is an appropriate
approach, as the purpose of this research is to use the observations made to draw a

conclusion.
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The next stage is to determine the methodological choice for the research. Different options
include quantitative, qualitative and mixed methods research design. Quantitative research
uses numerical or large amounts of data, while qualitative research uses non-numerical data.
Non-numerical data refers to texts, images or, as in this study, interviews. In addition, a
research design may include a single data collection technique (mono method) or several
data collection techniques (multi-method). (Saunders, Lewis & Thornhill 2016, 164-168)
Due to the allocated time and resources, mono method qualitative study is an appropriate

methodological choice for this research.

Research strategy is a plan on how to answer the research questions and meet the objectives.
It can also be said that research strategy is a step from research philosophy to practical
methods. (Saunders, Lewis & Thornhill 2016, 177-178) There are various research strategies
for studying different topics, and this research is conducted as a case study. Case studies
look closely at a phenomenon or topic in a real-world setting, which makes them suitable for
this paper. In this research, the case industry is Human Resource Consultancy business, and
the phenomenon under consideration is the transformation taking place in the labour market.
The advantage of case studies is their strong linkage to real environment, which enables
production of accurate empirical descriptions and theoretical development. In other research
strategies, such as experiment or survey, there is a risk of distortion of the results in the
controlled environment. Moreover, using other research strategies to study the topic would

be more complex and challenging.

The time horizon of the study determines whether the object of the study is examined at one
point in time (Cross-sectional studies), or if the researched phenomenon will be observed
over a longer period of time (Longitudinal studies). Carrying out a longitudinal study would
require a lengthy research process and collection of interviews from several different points
in time. In this study, data is collected through interviews, which are carried out within a
short period of time. Moreover, the data needed for the research is not available from earlier

times, and therefore this is conducted as cross-sectional research.
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3.1 Data collection

This section discusses the last part of the research onion model, techniques and procedures.
The previous paragraphs explained the background of the research from philosophy to

practical strategy. Next, data collection and analysis methods will be reviewed.

3.1.1 HR Consulting Industry

The HR Consultancy industry is based on producing services that assist supply and demand
to meet on the labor market. There is a large number of companies of various sizes operating
in the field, both local and global, and many of them are specialized in different customer
and professional segments. The companies provide staffing for customers' short and long-
term needs, offer a wide range of expert services for accurate recruitment of professionals
with specific skill sets, and produce services for staff development and evaluation. As a
result, client companies can reduce the need for an internal HR department and payroll, save
recruitment costs, make more precise recruitments and improve their operational efficiency.
The industry is under a change accelerated by technological development, as the
requirements for quicker and more agile service solutions increase among the customer
companies. In addition, the platform economy and low entry barriers and start-up costs in

the KIBS sector increase competition.

The case company of this research, Adecco Finland, is part of the Swiss multinational
company The Adecco Group, which includes several subsidiaries specializing in different
solutions for different industries. The company is included on the Global Fortune 500 list,
which means that it is among the world's 500 largest companies in terms of turnover. The
company employs 34,000 employees globally, of which approximately 150 work in the 16
offices in Finland. The company has been operating in Finland since 1997, serving more
than 1,000 customer companies and continuously providing over 2,000 people in temporary
staffing. (Adecco Finland, 2023) In Finland there are two brands under The Adecco Group:
Adecco, which focuses on various industries from production to logistics, and Sihti, which

focuses on construction industry. However, this study specifically focuses on Adecco.
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3.1.2 Research data

As mentioned earlier, this research is carried out as a qualitative case study. Semi-structured
interviews are used as the data collection method to interview the representatives in the target
company. Semi-structured interviews are a popular data collection method, as they enable
versatile interaction between the interviewer and the interviewee, allowing for follow-up
questions to clarify and obtain additional information (Galletta & Cross 2012, 24). In

addition, they can be used in both individual and group interviews (Kallio et al. 2016, 1954).

There are some aspects to consider when studying weak signals. Therefore, the selection of
interviewees is based on previous studies, availability of interviewees and the wishes of the
target company. As suggested by Pinsonneault & Choi (2022, 656), customer-facing experts
such as salespeople and customer support have a high chance of sensing weak signals in the
market. For this reason, three people from sales and customer account management
positions, and three people from staffing and employee relations positions were selected for
the interviews. The salespeople are customer-facing experts working directly with the
customer companies, while the staff-facing employees are in contact with the workforce,
who could also be referred to as "customers” in the industry. In addition, the researcher's
own experience in the target industry helped to create the questions in a form that is relevant
for the research, and to effectively gather versatile information from various expert
perspectives. Figure 7 shows the different knowledge areas, which impacted the choice of

interviewees.
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Figure 7: Knowledge areas of the interviewees

Since the importance of context and variety in observers is often emphasized in literature

about identifying weak signals (Ahlqvist & Uotila, 2020), the interviewees were chosen from

diverse structural and relational backgrounds. Moreover, as suggested by Pinsonneault &

Choi (2022, 656-657), social media increases the likeliness of an individual to encounter

new information, and thus use of social media was used as a criterion in the selection. The

interviewees were collected with the help of an employee of the HR department of the target

company. In addition to other criteria, emphasis was placed on the persons' work experience

in the field and the versatility of the interviewees’ work tasks. Table 4 shows the list of

interviewees in this research.

Table 4: List of interviewees

Position Tasks in the organiazation Years in the field
Account manager Hybrid: Recruitment 14 years
consulting, customer
acquisition
Employee relation specialist | Everything employment 9 years
related for temporary staffing
Key Account Manager Managing some of the largest | 5 years

customer accounts
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Account Manager Managing, developing and 4 years

growing existing customers

Senior HR consultant Recruitment consulting 10 years

HR consultant Recruitment consulting, Early | 15 years

support against sick leaves and

to improve ability to work

As Hirsjéarvi & Hurme (2022) mention, a common language between the interviewer and the
interviewee is important. In this case, the parties are active subjects whose language use is
proactive and opinionated. In addition, the risk of misunderstandings is reduced, and more

detailed information can be collected. Therefore, the interviews were conducted in Finnish.

The interview questions were formatted in accordance with the framework proposed by
Kallio et al. (2016). According to the framework, interview questions should be divided into
main themes and follow-up questions, and the questions should proceed in a progressive and
logical order. The main themes aim to direct the interview to certain topics, and the follow-
up questions make the interview conversational. The knowledge gained from the literature
review was also utilized to format the questions. Moreover, the interview questions were

constantly developed to take into account new issues that arose during the interviews.

3.2 Data analysis: identifying weak signals

The data collection process is followed by analysis, which in this case aims to identify
potential weak signals. The weak signal theory (Ansoff, 2019) sets some requirements and
guidelines for analyzing weak signals. However, before the data could be properly utilized

and analyzed, it had to be refined.

There are several methods for data analysis. However, the quality of the data partly

determines the type of analysis method that can be used. It is challenging to apply calculation
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programs suitable for quantitative data to the analysis of qualitative data. In this study,
thematic analysis is used for data analysis, which is one of the most popular analysis methods
for qualitative data (Ozuem, Willis & Howell 2021, 143). In thematic method, recurring
patterns and structures are identified from the data collected, which are classified "coded"
into meaningful themes (Campbell, Orr, Durepos, Nguyen, Li, Whitmore, Gehrke, Graham
& Jack 2021, 2012). Small pieces of information that share the same core idea are combined
to structure larger entities, which enable organization of information and reporting of
observations. Moreover, thematic analysis not only aims to categorize the data, but also to
identify and interpret relevant pieces of information for the research questions. (Clarke &
Braun 2017, 297)

Thematic analysis is useful for several reasons: Firstly, it enables comprehension of large
and tortuous amounts of qualitative data. Secondly, it can be used to combine data from
several sources, such as from different interviews. Third, it enables the identification of
themes and commonalities for further research. Fourth, explanations and theories can be
developed and tested with the findings of thematic analysis. Fifth, it is possible to make and
verify conclusions using thematic analysis. (Clarke & Braun 2017, 297-298; Saunders,
Lewis & Thornhill 2016, 579; Nowell, Norris, White & Moules, 2017) The analytic process
in thematic analysis can be divided in five (Ozuem, Willis & Howell, 2021) or six steps
(Campbell et al. 2021; Lorelli et al. 2017). Figure 8 briefly shows the analytic process used

in this research.
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Familiarization with the data
Documentation of theoretical and reflective thoughts, and the ideas about potential themes/codes

Generation of the initial codes
Data-driven or theory-driven codes, possible revision of the research questions

Generation of the initial themes
Diagramming the connections, making notes about the hierarchies

Review the themes
Review at the level of the coded data, and at the level of the entire data set

Defining and naming the themes
Documentation of theme naming, organising the story into a coherent form

Producing the report
Describing the process of the previous steps. Producing a narrative that answers the research questions

Figure 8: Thematic analysis process. (Campbell et al. 2021; Lorelli et al. 2017)

The interviews were conducted and recorded using Microsoft Teams. The recorded data was
in video format, which according to the thematic analysis was changed into written form,
I.e. transcribed. Transcribing, although a laborious part of research, forces the researcher to
familiarize themself with the collected data, which provides a good basis for the analysis
(Nowell, Norris, White & Moules 2017, 5). In written form, processing data and extracting
information from it is easier. The participants' non-verbal communications and tone were
also taken to account in the transcription, as Saunders, Lewis & Thornhill (2016, 572) state,
these are important to note in order to capture all the information from the interviews. After

transcribing the text thoroughly, the analysis process was continued as shown in figure 8.

There are various software for transcribing and coding the material. As Saunders, Lewis &
Thornhill (2016, 573) mention, different transcription methods have their advantages and
disadvantages. Transcribing is possible to be performed completely automatically with
programs that convert sound to text, but they involve the risk of missing or misinterpreting
information. On the other hand, completely manual transcribing is time-consuming, and it

involves the risk of mistakes as well. Therefore, this study used a combination of both
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methods: transcription was first generated with a software, and then supplemented with

manual transcription.

Georgiadis & Raubal (2020) suggested four levels of maturity to weak signal detection
applications based on their level of automation, which helps distinguish the weak signals
detection methodological approach used in this study from others. Due to the nature of this
study, first maturity level (low-automation) application is used, which is common for
research on social systems. This is particularly because social phenomena are difficult to
measure, which limits their scanning for weak signals. The first maturity level applications
are based on a non-mathematical approach, relying on experts in the identification of weak

signals. Experts are used to set the weak signal scope, their identification and interpretation.

As mentioned earlier, identifying weak signals with thematic analysis is partly directed by
theory on weak signals. According to Ansoff (2019, 454), identification of weak signals
begins with listening for early warning signs of threats and opportunities. The environment
should be scanned for potential sources of surprise, and these must be described with
sufficient precision. Ansoff also emphasizes the importance of sensitivity and expertise in
observers, and the diversity of observers to expand detection. Individuals working in the
interface functions of an organization are highlighted as a good source of external weak
signals. In this research, the environmental scanning and listening was done in the data
collection phase by interviewing the professionals “experts” in the HR consulting field. In
addition, the diversity of the selected interviewees was considered within the limits of the

study.

Table 5 shows the themes and their sub-groups up to the first level codes.
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Table 5: Themes and sub-groups
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3.3 Trustworthiness of this research

Conducting high-quality research requires continuous assessment of the established quality
criteria throughout the research process. It should be noted that this study must use
evaluation criteria intended for qualitative research, which differ from the evaluation criteria
for quantitative research (Eskola & Suoranta, 1998). Lincoln and Guba (1985) suggest
evaluating qualitative research with the criteria of credibility, transferability, dependability
and confirmability, instead of the traditional validity and reliability criteria used in
quantitative research. The aim of the criteria is to ensure the transparency of the research,
and to identify possible shortcomings and strengths. It is challenging to completely eliminate
the possibility of error in research, but with awareness of risk factors, the likelihood of error

can be significantly decreased.

Credibility refers to how accurately the researcher conveys the views of the interviewees in
the research results (Tobin & Begley 2004, 391). In other words, credibility is the certainty
of the results being true, credible and believable (Forero, Nahidi, De Costa, Mohsin,
Fitzgerald, Gibson, McCarthy & Aboagye-Sarfo 2018, 3). Table 6 shows some of the
research strategies used to improve credibility in this study.

Table 5: Adding Credibility (Lincoln & Guba, 1985; Tobin & Begley, 2004; Forero et al.
2018)

This research
The

Strategy

Prolonged engagement: The researcher's long-term researcher’s continuous

contact with the phenomenon or respondents in the field

to identify possible disturbances and relevant issues.

contact with the target industry

for one year

Negative case analysis: Active search for negative
instances and opposing views for the researched

phenomena

Both supporting and opposing
observations were taken into

account in the analysis

Interview process and techniques: Testing the

functionality of interview methods to collect reliable

information

The interview questions were
constantly developed within the

limits of a thematic interview
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Peer debriefing: External audit of research processes Regular discussions with the

thesis examiners

Since case studies have individual characteristics that complicate direct transferability of the
findings (Forero et al. 2018, 3), the researcher must provide sufficiently accurate descriptions
so that transferability of the findings can be assessed in other studies (Lorelli et al. 2017). In

this study, transferability was considered by explaining the context of the study in detail.

Dependability, which is comparable to reliability, refers to whether the findings of the
research are repeatable (Forero et al. 2018, 3). This is achieved through a logical, traceable
and clearly documented research process, which also enables readers to assess the
dependability of the research independently (Tobin & Begley, 2004; Lincoln & Guba, 1985).
In this study, dependability was taken into account by explaining the relevant factors of the

research process.

Confirmability is comparable to objectivity or neutrality, and means that the origin of the
interpretations and findings comes from the research data, and not from the researcher's
opinions or imagination (Tobin & Begley 2004, 392). This study takes confirmability into
account by justifying the findings with the collected data. In addition, by considering and

fulfilling other trustworthiness criteria, the confirmability of the research can be improved.

Four threats that may decrease the reliability of a research are suggested by Saunders, Lewis
& Thornhill (2016, 203): participant error, participant bias, researcher error and researcher

bias. This research sought to minimize these threats by taking the actions described below.

Table 6: Four threats to reliability (Saunders, Lewis & Thornhill 2016, 203)

Threat This research

Participant error: Any factor that A minimum of 30 minutes was reserved for each

affects the performance of the interview. The interviews were held in the morning




38

interviewee, such as hurry, fatigue

or motivation.

or afternoon, but not right at the beginning or end
of the working day. The interviews were voluntary,
so the interviewees were allowed to choose

whether they want to participate.

Participant bias: Any factor that
causes a false answer, such as the
location of the interview, which
risks the anonymity of the

interviewee's answers.

The interviewees were allowed to choose an
interview location where they are comfortable to

answer the questions.

Researcher error: Any factor that
affects the researcher's
interpretation, such as the
researcher’s fatigue or

unpreparedness for the interview.

Countered with the same means as participant
error. In addition, the researcher prepared for each
interview separately based on the previous

interview.

Researcher bias: Any factor that

causes bias in the researcher's
interpretation and recording of the
participant's responses, such as
subjective opinions or perspectives
that prevent fair and accurate
interpretation and recording of

responses.

The interviews were recorded and transcribed,
which allowed recurring review and evaluation. In
addition, conflicting and different observations

were brought up in the analysis section.

As table 7 shows, the study tried to take into account the four threats affecting reliability

with different factors. In addition, the course of the study was constantly evaluated to ensure

quality.
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4 Findings and analysis

The previous sections provided a look at the background of the research, and the research
methods. This section first presents the data collected in the empirical study, after which the
data is analysed according to the theory of weak signals. Figure 9 below shows the phase of

the paper.

a )

Findings and analysis
Background Research methods

4 )

] Identification of weak
Research onion signals
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analysis Strategic implications
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Figure 9: Phase of the paper: Findings and analysis

Four main themes could be identified from the material collected in the interviews: Tools of
competition, Impact of technology, Gen-Z, and work polarization. In addition, several

more specific code groups were divided under the main themes.

4.1 Tools of competition

The first theme is tools for competition. Tools of competition includes two subgroups:
Customers and employees. In the Customers group, tools of competition include the means
of competition and factors that influence the decision of customer companies in choosing an
HR consulting company. The Employees group, on the other hand, includes the factors that

affect the competition for labor and the employees’ choice of workplace.
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4.1.1 Customers

In the interviews, four main factors that influence the decision of the customer companies
appeared: price, services, experience and availability. It should be noted that several HR
consulting companies can serve the same clients. As a result, HR companies compete for
individual deals with existing customers as well, and the winner of the deal may vary

considerably depending on the needs of the customer company.

As in many industries, price is important when choosing an HR company or service offer.
However, the importance of price varies among different customers. Some of the client
companies consider price to be the most relevant factor for their decision, while others place
weight on other factors as well. The price here refers to the price of the service provided by

the HR company, and not the employee's salary.

The importance of services appeared in most of the interviews. Especially with regard to
digital services and mobile applications, the expectations of customer companies have risen.
Interestingly, a mobile application is not yet generally considered necessary, but the benefits
it brings are recognized. The users want to get up-to-date information about the availability
and need of personnel in the company's various functions through the application. However,
mobile applications are not seen as key factor in customer negotiations. Technological
requirements are discussed in more detail in section 5.2.3. Various customized services that
exactly meet the customer's needs are also relevant in tenders. Customers want service
packages that they consider most beneficial to their business. In addition, the interviewees
do not expect the applications to eliminate the need for human-to-human customer service,

as many customers find it valuable and necessary.

“They can book shifts from there (the mobile applications) and see the situation
live in time. In certain situations, they might be able to catch up more on what
the situation is at that moment in, for example, the logistics center, and what it
looks like 2 days ahead.” (Key Account Manager)
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The third important factor for client companies is the HR company's experience with the job
title for which employees or workers are being sought. Client companies consider it
important that the HR company has previous experience and references from similar
searches. This is especially emphasized in such tasks that require competences that are
difficult to find or that are vital to the client company. However, the challenge of bringing
up the references enough, and on the other hand finding a suitable person from the company's
internal resources to handle the offer in question, was highlighted as a bigger problem than

the actual lack of experience.

The fourth factor affecting competition from a customer perspective is the availability of
employees. In intensely competed markets, fast response time is important. The interviews
revealed that, along with other factors, client companies usually choose the offer of the HR
company that has a suitable employee available immediately or faster than others. Therefore,
a large talent pool with employees quickly available for various needs is a significant

competitive advantage.

4.1.2 Employees

Four factors affecting employees' choice of workplace were identified in the interviews:
salary, employer brand, employment benefits and number of shifts. Due to the labor
shortage, these factors have become particularly relevant as companies have to compete

more vigorously for employees.

Similar to price of the service to customer companies, a significant factor for employees in
choosing a workplace is salary. Although collective agreements guide wages in many fields,
there can be differences in wages between employers for the same position. In the HR
consulting industry, the phenomenon is particularly interesting, as several HR companies
may offer exactly the same position. The interviews showed that especially in blue collar

jobs (i.e. working class or manual labor), even a small salary difference can determine the
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employee’s choice of job. In white collar jobs (office, management, administration), on the
other hand, other factors increase in importance, and a small salary difference does not have

as much weight.

The employer brand is especially important for people applying for white collar jobs. The
reputation of the employer, the work tasks and well-being of the employees are important
factors in attracting employees. As mentioned earlier, a wage difference of tens of euros does
not matter as much to white collar people as it does for blue collar employees. However, this
only applies to small salary differences, and if the differences are hundreds of euros, other

factors become less relevant.

“The employer brand is more important on the white-collar side. The salary
increase of twenty-somethings may not be so relevant anymore, but then the
employer's reputation and perhaps more diverse and challenging tasks are
important.” (Senior HR Consultant)

Employee benefits were emphasized in the interviews as a valuable matter in the competition
for employees. According to the interviewees, employment benefits have grown in
importance considerably in recent years. In addition, it emerged that many employers still
invest insufficiently in employee benefits, or do not bring them sufficiently to the attention
of job seekers.

Employee benefits vary considerably among those employed through HR companies. In
some companies, the employer (earlier referred to as customers for HR companies) offers
temporary employees (people who have an employment contract with HR companies) the
same employee benefits as their own employees, while in some cases those employed
through an HR company are only allowed to use the employment benefits offered by their
HR company. There are also differences in employee benefits between different HR
companies. Consequently, the employee's choice of workplace is affected by the differences
in employment benefits between not only staffing companies, but also employers. Employee

benefits may also be seen as a discriminating factor: Not being allowed to participate in the
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employer's seasonal parties, or being left without a bonus that is paid to the employer's own

employees, reduces the employee's will to work.

Employers also have room for improvement when it comes to employment benefits.
According to the interviewees, people's well-being and health have been in the spotlight for
a long time, but employers are lagging behind in this regard. With the growing competition
for employees, and the blurring line between work and free time, employers have to find
new ways to attract employees. Many companies see employment benefits as a secondary
matter, which has not received much attention in corporate communications. In part, this
may be due to differences between generations, as for someone an insignificant factor such
as a gym benefit is decisive in choosing a job for another. The interviewees also emphasized
the importance of employee well-being, freedoms and employment benefits in terms of the
company's success. An employee that is both physically and mentally well, is likely to be an

efficient and motivated employee for the company.

“Human well-being as a trend is nothing new, it's been around for a long time,
but maybe employers could bring out that kind of “lifestyle” experience more.
To tell how they give many kinds of freedoms, rights and opportunities.” (Key
Account Manager)

Finally, the fourth factor that affects an employee's choice of workplace is the number of
shifts. Those employed through HR companies are not always offered a contract with a
regular number of working hours, but employees are invited to work as needed. According
to the interviews, especially at the beginning of the employment relationship, only a small
number of shifts can be guaranteed. If the employees do not get enough shifts quickly
enough, they apply for other jobs.
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4.2 Impact of techology

The second theme is the impact of technology. The sub-groups include Artificial Intelligence
(Al), Platform economy, digital technologies and the need for labour. In addition, there are

several more specific code groups under these.

4.2.1 Artificial intelligence

Although Artificial Intelligence has received extensive media attention, its utilization in the
HR field is still at a rudimentary level. Opinions in the interviews were divided regarding
the topic, which may be partly influenced by the amount of knowledge each interviewee has
on the subject. None of the interviewees had personally encountered or used artificial
intelligence in their work. Some of the interviewees felt that it is not yet possible to produce
sufficiently detailed or high-quality outputs using Al to use them in job applications or job
advertisements. However, some of the interviewees recognized the possibility of using
language models by both applicants and HR companies. Language models are a form of Al
that utilize large amounts of data to produce text according to commands and conditions

given by the user.

“Maybe for some quick information search or summarizing it could work, but
I haven't thought of it myself, and | haven't come across that it would be used
in this field.” (Account manager)

Artificial intelligence is believed to have potential benefits in the HR industry for both
applicants and companies. HR companies and employers can use artificial intelligence and
especially language models to speed up the creation of job advertisements and reduce the
need for manual human labor. In addition, job advertisements can be optimized for certain
groups of people, companies and industries based on data. Although artificial intelligence is
not considered ready to create complete job advertisements, it is perceived as a potential aid

in the creation of text.
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“You can edit it afterwards so that it looks like you actually wrote the text
yourself. It gives a really good foundation and then some terms or sophisticated
words that one wouldn't have to come up with to use themselves, which is a
really big help. (Employee Relations Specialist)

Job seekers are also believed to be able to use artificial intelligence in creating the text for
applications. The applications produced by the language model can be personalized
afterwards, which makes it more difficult to separate them from self-written applications. In
addition, it is possible to emphasize certain subject areas in applications using Al, which
increases the chance of being invited for an interview. Applicants using artificial intelligence
is seen as a potential threat as well, as this may lead to the homogenization of applications.

As a result, there will be more work for interviews to separate potential applicants.

4.2.2 Platform Economy

The Platform Economy sub-group refers to the emergence of new forms of employment
relationships in the labor market. Two sub-groups were identified under the Platform
Economy theme: Light entrepreneurship and factors that resist change. The interviews
highlighted the increasing need for new forms of employment instead of the traditional
employment relationship or entrepreneurship, however, factors that slow down the

development were also identified.

Light entrepreneurship is a form of employment where a person employs themselves, but
uses external operators for invoicing and other functions, without establishing their own
legal company. According to the interviewees, there are light entrepreneurs especially in the
construction industry, in sales positions and in the restaurant industry. It should be noted,
that the services of the case company do not include light entrepreneurship. Some customers
have expressed their interest in hiring light entrepreneurs through HR companies, and on the
employee side many see light entrepreneurship as a potential and attractive option. Light
entrepreneurship is seen as a possible alleviation to the labor shortage in some sectors, as the
same persons can be employed simultaneously in several companies in fields where there is

a shortage of professionals. However, some companies emphasize the large number of
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employees instead of the skills of individuals, which makes individual light entrepreneurs
unattractive to them. Moreover, the responsibilities such as marketing and acquiring
customers, and unemployment security and sickness benefit, which is weaker than in

traditional employment, reduce the attractiveness of light entrepreneurship for employees.

“I have clearly noticed that there are much more questions about whether it
would be possible to work as an entrepreneur, even in basic jobs. People would
like flexibility in the forms of the employment relationship.” (Senior HR
Consultant)

Platform work is currently not considered either a threat or an opportunity in the HR industry.
According to the interviewees, many clients of HR companies operate in areas where the
modern forms of employment of platform companies are not possible. On the contrary,
platform-work is even considered a discriminatory activity, because the rights of such
persons as employees are often not realized as required by law. The interviewees mentioned
that problems such as not checking the background of employees regarding work permits,
as well as too low salaries are common in platform companies. This also puts fair employers

at a competitive disadvantage.

4.2.3 Digital technologies

Topics that relate to the technological expectations of employers towards their HR company,
and the expectations of employees towards both employers and HR-companies were placed
in the Digital Technologies group. With the development of technology and systems that

make work easier, the requirements have increased.

As mentioned in section 5.1.1, the advantages of mobile applications have been recognized
in the HR industry, but these are not yet required as part of the service. For other systems,
the assumption already is that everything is in digital form, and paper systems are no longer

used. Mobile applications are wanted to replace systems that are based on browsers or that
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require a computer, making work faster and more efficient. Some of the customer companies'

wishes for mobile applications are listed in table 8.

Table 7: Requirements for mobile applications

Companies’ requirements for applications

Ease of use, learning the system should be effortless and the application should not require

additional effort.

Increased autonomy and reduced need to be in contact with the HR company via e-mail

and phone calls.

Real-time monitoring of labor need and availability in the company's different units.

The ability to see free employees and select people for work shifts through the application

The integration of different systems into one system, and automatic transfer of data to the

information systems of the client company and the HR company

Some of the employees' demands are related to the HR company's mobile applications, but
in addition to this, the employees have demands towards the employer's (the HR company's
client) systems. Employees representing young generations in particular want a mobile
application for recording working hours, while for older generations the matter is not as
important. In addition, some employees would like to be able to book work opportunities
through mobile applications, instead of arranging them over the phone or messages.
According to the interviewees, employees are also often interested in the customer
company's systems. At work, employees want to use new and well-functioning systems so

that work is efficient and pleasant.

4.2.4 Labour shortage

As mentioned earlier, Labor shortage is a big phenomenon in the labor market. The
following paragraphs discuss how the impact of platforms, automation, labor-based

immigration and company requirements affect the labor shortage.
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One factor possibly influencing the labor shortage is the increase in platform work.
Especially in urban areas, platform companies employ a lot of people of working age, which
may be visible in other sectors as an increasing difficulty in finding employees. According
to the interviews, platform work may affect finding restaurant and sanitation staff in
particular. However, the impact of platform-work on labor availability was not highlighted

in the majority of interviews.

The interviews also attempted to find out whether companies are trying to fight the labor
shortage by increasing the automation of their operations. The interviews showed that in
Finland, especially in the logistics sector, several warehouses have been automated.
Automation has slightly reduced the need for warehouse workers employed through HR
companies, but has not completely eliminated it. Automation and technology have made it
easier for employees to work, as manual work such as lifting has decreased with the help of
machines. In some functions, such as checking the quality and integrity of goods, human
labor is still required. Automation has also been slowed down by the high cost of robotic
systems. Large and stable companies have been able to invest in automation, but smaller

companies rely on human workers.

Work-based immigration is a current topic in the media, and it is considered an effective
way to combat the labor shortage. However, work-related immigration is slowed down by
four factors: Finland's unattractiveness, language barriers, legislation and cultural

counterforces.

According to the interviewees, Finland is not an attractive country to work in the eyes of
many foreigners. As the labor shortage is also a phenomenon in some other European
countries, the competition for work-related immigration is not only between companies, but
also between countries. Finland's wage competitiveness is no longer sufficient, so we have
to look for workers further afield than before. In addition, the country's remote location

reduces its attractiveness alongside many other countries.
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“We may not be able to attract skilled people anymore. In the past, it was
possible to find welders and CC machinists in the Slovakia-Poland sector, but
they no longer want to come from there, so then we have to go to third world
countries.” (Account Manager)

Work-related immigration is also opposed by the challenges posed by language barriers.
Many companies in Finland require their employees to speak Finnish, and knowing English
is not necessarily enough for an employee. There may be persons in supervisory positions
who only speak Finnish, and consequently Finnish language is required of new employees
to enable communication. According to the interviews, the problem is especially prominent

in smaller towns.

It was also found in the interviews, that Finnish legislation slows down labor-based
immigration. Obtaining work permits is slow, and some people who are in working age wait
for a decision for long periods of time outside of working life. There are restrictions and
obligations for workforce coming from outside Europe, which increase the workload for the
HR company. In some professional categories, a residence permit also requires a minimum

income, which may be considerably high in relation to the position.

The attitude of companies towards work-based immigration, which is referred to here as
cultural counterforces, may also be negative, in which case employees with a foreign
background are not hired. According to the interviews, work-based immigration may be
opposed due to discriminatory motives, but in some sectors it is connected to the fear of
lowering salary level and the weakening of the prestige of the profession. The requirements
for employees presented by the HR company have also changed, and some managers have

set strict orders regarding the background of the employees they want.

The fourth major factor identified in the interviews influencing the labour shortage is the
requirements of companies. The interviews showed that the high standards of companies and

the change in the skills required from the workforce increase the labour shortage. Meeting
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the demand and supply of labour has become more challenging partly as a result of

companies' actions.

The companies' high standards regarding the workforce weaken the chances of finding
suitable employees. According to the interviewees, some companies' understanding of the
labor market situation is not up-to-date, and they are not flexible enough with their
requirements. The situation on the labor market has changed rapidly in some sectors, and
employees are not applying for some positions as before. Some companies only look for
young employees with the idea of long employment relationship, however, it is difficult to
find young applicants in some fields, and it is easier to find more aged employees. In
addition, the interviews highlighted the need for companies to consider their own

attractiveness as an employer, if the number of applicants has dropped significantly.

There has been a change in the skills required of employees, which partly explains the labour
shortage. As a result of automation, robotization and technological development, the skills
companies need have changed. As manual work is replaced by other solutions, technical
education and know-how are needed for equipment maintenance, repair and monitoring. In
addition to industrial sectors, employees in service sectors are also required to have IT skills,
which excludes some applicants. With the increase in technological and IT competence

requirements, the attractiveness of young employees has increased in the labour market.

As it is challenging to find directly suitable employees in some fields, and some of the
requirements are not flexible, alternative solutions must be used to fill the positions.
Retraining or reskilling existing employees or applicants, that are directly incompetent but

potential, has also been proposed as a possible solution to labour shortage.

4.3 Gen-Z

The third identified theme is Gen-Z, which refers to the generation born between the mid-

1990s and early 2010s. In the interviews, it was emphasized that the young generation has a
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considerable influence on the transformation of the labour market. Therefore, four sub-
groups were placed under the Gen-Z theme: accelerating labour market, decreasing age of

work-life entrants, issues, and underlying causes of issues.

4.3.1 Accelerating labour market

The interviews revealed that the labour market is accelerating, especially regarding Gen-Z.
The job seekers' interest in the workplace may change quickly, and the employment situation
with the best applicants may change in a short time. As a result, companies must react

quickly in the application process in order to get access to the best talent.

“A typical example is that our client company offers position x and they expect
a lot of applications, and then we narrow down the best of them and then when
there are maybe 5 of the best left, everyone wants to get in. In reality, young
people might be just looking at this option, and are not interested anymore
when it becomes concrete.” (Key Account Manager)

According to the interviewees, the growth of young people's confidence in their own
competence is part of the reason for the phenomenon. In addition, the growing popularity of
entrepreneurship among young people has increased employment options. However, the

acceleration of the labour market is particularly visible in the educated sectors.

In addition to the acceleration of the labour market, growing employee turnover is
highlighted in Gen-Z according to the interviews. Employment relationships are getting
shorter, and especially young people are no longer looking to work in the same company for
decades. Employees also desire variety from work, and the company must have clear
prospects for the employee’s career development. Young employees want to develop and

expand their own skills, and emphasize what the workplace has to offer for their future.

It also appeared that companies may contribute to the turnover rate of employees. According

to some of the interviewees, there have been an increasing number of cases in companies
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where the employment relationship has been terminated at the very beginning after a short
consideration. However, the education level and job position of the employees have an
impact on the matter, and early termination of the employment relationship is more common

in blue-collar jobs with low background requirements for the employees.

4.3.2 Decreasing age of work-life entrants

An interesting phenomenon under the theme of Gen-Z is the decreasing age of work-life
entrants. According to the interviewees, a considerable number of people who have just
reached the age of majority have started working. The situation has changed in the last 2-3
years, and the number of 18-year-old employees has been smaller before. Many of the
employees have just graduated from vocational school or high school. The matter may be
partly explained by the industries of the case company's customers, where some of the jobs
require low education, and which are suitable for young people. In addition, the interviews
showed that many young employees plan to apply for further education after some years of

working.

4.3.3 Issues

The third identified sub-group under the theme Gen-Z is the issues that relate to the
generation. The interviews revealed that the transition of the new generation to working life
has brought new challenges to employers and HR companies. Problems include
concentration difficulties, increasing salary requirements, psychological issues, sickleaves,

and new priorities.

Concentration difficulties are a prominent issue among the employees who represent Gen-
Z. According to the interviewees, it is common that simple orientations have to be held for
the same person up to three times, while this does not happen with older persons. Young
employees may forget what they are trained in quickly, which increases the workload of both

the employer and the HR company. Particularly, many employees are not interested in



53

learning systems that are not directly related to work, such as the accounting system for
working hours. The problem is caused especially by the inability to concentrate and
internalize what is taught in the orientations. The interviews also revealed that many young
people are not aware of the norms of working life, such as how to behave in the workplace,
and what is allowed during working hours. Consequently, a common cause of concentration
difficulties is excessive smartphone use. Especially if the workplace allows little use of
smartphones, such as listening to music, many employees are easily distracted to use the

phone for other matters as well.

“The employees have asked whether it would be possible to get a better salary.
The reasons are usually, that they have to pay rent, fuel, etc., and that other
expenses have risen. And then they don't accept the job as it is, but are rather
without a job than accept a job with a slightly lower salary.” (Employee
Relations Specialist)

While the quality of work has declined, the salary expectations of young employees have
grown compared to previous generations. According to the interviewees, entry-level
employees may demand a starting salary that is even higher than the industry's average
salary. Moreover, especially in fields with low education, it is common for recent graduates
to have a wrong perception of the salary level in working life, and they are disappointed with
the salary offered by the employer. The interviewees estimated that salary expectations may
have increased due to increased spending habits and living costs. In addition, the availability
of job-specific median and average salary information online may have increased applicants’
expectations regarding salary. At worst, some employees have chosen to remain unemployed

instead of working at a starting salary lower than desired.

Based on interviews, employees' psychological issues have grown significantly, especially
among Gen-Z employees. People seek occupational health care more than before because of
their ability to cope and their mental health. According to the interviewees, the reason may
be the lowering of the threshold for seeking help and the weakening of coping skills. Remote

working may also influence the alienation of employees, which can lead to the emergence
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of mental health problems. The weakening of motivation to work was also suspected to have

an impact on requesting sick leave based on mental health.

In relation to mental health problems, the number of sick leaves in general has increased
among employees. Early support discussions, which aim to prevent the occurrence of
problems limiting the employee's ability to work, have also been held significantly more
than before. The problem does not only concern Gen-Z, but all employees regardless of age
group. According to the interviewees, since the corona crisis, employees have been more
prone to sick leave than before, and the situation shows no signs of recovery yet. In some
cases, workplace requirements to stay home in case of illness have become stricter.
However, sick leave is also requested for smaller reasons than before, and employees no
longer work with limited ability as often as previously. There are also new reasons for sick
leave that used to be rare. In one interview, it was revealed that the number of migraines,
especially among young people, has increased considerably. According to the interviewee,
even every third or every fourth sick leave is due to migraine, while 10 years ago this was

uncommon.

Gen-Z has new priorities in the relationship between work and civil life. They want
flexibility in their work, but on the other hand, they are not ready to flex according to the
employer's demands as much as before. The possibility of working remotely has become an
important criterion when choosing a job, and people want to work from home several days
aweek. In addition, hobbies have grown in importance, and are high in the order of priorities.
Young people may take time off from working life to pursue other things. Predictability is
desired from work, so that it is possible to organize freetime plans, partly for one's own
projects or hobbies. Moreover, leading young people is also different from before. Soft
values have grown in importance, and people do not want to be in a workplace based on fear

or micromanagement.
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4.3.4 Underlying causes of issues

There are various new issues with Gen-Z employees that affect not only employers but also
HR companies. The interviews also sought to find out the reasons behind the problems, and
what can be done to solve them. The underlying causes of the problems were estimated to
be related to social media, the school system, the availability of labour and the treatment of

employees.

According to the interviewees, schools do not adequately prepare young people for working
life. Basic working life skills such as behavior in interview situations or on the phone,
making a resume and following working hours are challenging for many young people. The
level of requirements set by schools also does not correspond to jobs, which causes problems
when transitioning to working life. Moreover, employees' challenges in working life can also
be partially explained by the labor shortage. Due to the labor shortage, people who are not
ideally suited are hired for some positions, which causes some of the problems. The
treatment of employees can also have an impact on the emergence of problems at work.
According to some interviewees, bad or unfair treatment of colleagues and unequally

distributed employment benefits have a negative effect on work motivation.

4.4 Work polarization

The fourth theme identified from the interviews is work polarization, which as a concept was
explained in theory section. Work polarization was divided in three sub-groups: Unattractive

jobs, Attractive jobs and inheritance of work.

4.4.1 Unattractive jobs

The interviews revealed that the labour market is strongly divided into unattractive and
attractive jobs. Unattractive jobs have common characteristics, and it is challenging to find

employees for them. In some workplaces, the situation has changed quickly, and finding
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employees is challenging. Although work polarization is highlighted among Gen-Z

employees, it also affects older generations.

The polarization of work is especially noticeable in low-paid jobs that do not require much
education. The number of applicants has decreased significantly in some jobs only in the last
two to three years, although there used to be large numbers of applicants in the past. Shift
work, outside work and many physical jobs, such as assembly work, installation work,
cleaning work, construction work and some customer service jobs and jobs that require a lot
of talking on the phone are avoided by most applicants. Furthermore, if the transport
connections to the workplace are poor and the salary level is not high, it is difficult to attract

applicants.

“We have received feedback from customers that they want clearly younger
people, maybe the reason is that they have been working there for a really long
time, they all have long careers, and that problem is starting to show in the fact
that they are starting to retire one by one. They would like younger people to
work there, who have physical strength. But they may not see that young
people don't necessarily want to go there because there are no opportunities for
self-development or career paths.” (Account Manager)

The name of the job can also have an impact on its attractiveness. According to the
interviewees, job seekers often have prejudices about jobs. If the job seeker has heard some
negative information related to the job title or field, it is challenging to change the perception
of the job, even if the job offered is suitable for the applicant. Even applicants looking for a
temporary job, such as young people taking a gap year from their studies, are critical about

the job they accept.

4.4.2 Attractive jobs

While there are jobs that are unattractive to most applicants, some jobs receive large numbers
of applicants. Jobs that can be done inside, with regular shifts or working times, almost

always get applicants. Logistics jobs are also seen as attractive, although many other physical
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jobs are not. According to the interviewees, the popularity of the logistics industry may be
explained by the high basic salary of the industry compared to other similar industries. In
general, jobs where the pay is higher than other comparable jobs, the working hours and
shifts are regular and predictable, or the work does not require physical effort or being
outside, are attractive to applicants. In highly educated or white-collar jobs, work

polarization is not similarly noticeable.

4.4.3 Inheritance of work

In the interviews, a concerning phenomenon that is related to the polarization of work came
up. According to the interviewees, the family background of young job seekers has an effect
on the type of job they apply for. Young people whose parents work in an office or work
remotely are more likely to apply for similar jobs themselves. On the other hand, similarly,
young people whose parents do shift work, work outside or are in low-paid jobs, probably
end up in similar positions. As a result, the polarization of work becomes stronger and the
labour shortage in unattractive fields becomes more severe. The interviewees were
concerned, that in the worst case, inheritance of work could contribute to the creation of a

class society.

4.5 Consolidated findings

In this sub-section, the findings of the study are shown summarized from themes and codes

into recognizable phenomena based on their common features.

Table 8: Consolidated findings

Findings Theme Sub level Finding

Tools of Increasing criticality of employees

competition: e Growing importance of employer brand
Employees Growing importance of employment benefits
Impact of Use of Al

technology: Al e Use of Al in job applications and resumes
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e Applicants become more homogenous
e Streamlining of operations with the help of artificial
intelligence-based solutions
e Utilization of artificial intelligence tools in the work of both
consultants and salespeople
e Text production using language models
The need to train personnel in the use of artificial intelligence tools

Impact of
technology:
platform economy

New forms of employment
e The need for new, flexible forms of employment
e Employees look for alternatives to temporary work and
permanent employment
light entrepreneurship, platform work

Impact of
technology: Digital
technologies;

Further emphasis on employee and user experience in digital tools
e Shift from browser- and computer-based programs to mobile
applications

Tools of e The existence of digital tools is no longer enough, the user
competition: experience is becoming more valuable
Customers The growing importance of mobile applications
e Reduced need for the assistance of HR company employees
e Increased independence of customers
e Growing importance of user experience
Automated data collection
Impact of Increasing difficulty to attract foreign employees
technology: Labour e Unattractiveness of Finland
shortage; e Wage competitiveness

Work polarization:
Unattractive jobs,
attractive jobs

Change in skills and training required of employees
e Requirement for digital skills regardless of job
e A change from manual work with low training to an increasing
need in the maintenance and supervision of automation and
robotic equipment
The need for companies to change their employee standards
e Overcoming the language barriers
e Worsening of the labor shortage in companies that are not
flexible in their demands towards their employees
Work polarization

Gen-Z: Issues,
Accelerating labour
market; Tools of

The growing need to solve problems related to young people's ability
to work

e Concentration difficulties

competition: e Psychological issues
Employees e Sickleaves
The need to invest in the ability to attract and engage employees
e Increasing employee turnover rate
Significance of employer branding
Gen-Z: Issues, Balancing work life and free time (Gen-2)

underlying causes
of issues

e New priorities
e Increasing salary requirements
Balancing company operations and employees' individual needs
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Table 9 shows the common phenomena identified in the findings from different themes. In
the next section, the findings are examined from the perspective of employees, and then from

the perspective of employers, placing these in their evolutionary stages.
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5 Discussion

The previous paragraphs presented the findings from the data collected through expert
interviews. In this paragraph, the findings are used to answer the sub-research questions of
this study. In addition, the theories and literature presented in the background section are
analysed in relation to this study. It should be noted that the purpose of this research is to
develop potential future scenarios based on the collected data, as well as to evaluate strategic
responses to prepare for these from a business perspective. In reality, some of the future
scenarios may change significantly from the estimate, and some may not materialize at all.
However, preparing for different scenarios is an effective way to increase a company's

strategic resilience (Manning & Soon, 2016; Porter, 1980).

SQ1 What emerging factors are affecting people’s choice of work?

The first sub-research question concerns the perspective of employees and job seekers in the
transforming labor market. Although the collected data showed several current changes in
the behavior of job seekers and employees, many observed events have reached the level of
a strong signal or trend. Therefore, the research findings are placed in a table to facilitate

their evaluation, and to identify the weak signals.

Table 9: Evolutionary stage of issues from employee perspective

Findings Theme Sub Finding Stage of evolution
Tools of competition: Increasing criticality of employees Trend
Employees e Growing importance of

employer brand
e Growing importance of
employment benefits
Impact of technology: Al | Use of Al Weak
e Use of Al in job applications
and resumes
e Applicants become more signal
homogenous

signal/Strong
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Digital technologies;

Customers

Tools of competition:

experience in digital tools
e  Shift from browser- and
computer-based programs to
mobile applications
e The existence of digital tools is
no longer enough, the user
experience is becoming more

Impact of technology: New forms of employment Trend
platform economy e The need for new, flexible
forms of employment
¢ light entrepreneurship, platform
work
Impact of technology: Further emphasis on employee and user | Weak signal

Work polarization:
Unattractive jobs,
attractive jobs

e Unattractiveness of Finland
e \Wage competitiveness

valuable
Impact of technology: Increasing difficulty to attract foreign Strong signal
Labour shortage; employees

Gen-Z: Issues,
Accelerating labour
market; Tools of

competition: Employees

The growing need to solve problems
related to young people's ability to
work

e Concentration difficulties

e Psychological issues

e Sickleaves

Strong signal

Gen-Z: Issues,
underlying causes of
issues

Balancing work life and free time
(Gen-2)

e New priorities

e Increasing salary requirements

Weak signal

In the theme tools of competition (section 5.1), four subgroups were identified: salary,

employer brand, employment benefits and number of shifts. While most of these factors have

been present in the labor market for a long time, the growing importance of the employer

brand and employee benefits is a relatively recent phenomenon. These may be the result of

selectivity due to the large supply of jobs, and their meaning may change as the labor market
situation develops. The finding aligns with Ronda, Valor & Abril (2018), who highlighted

the growing importance of employee benefits and employer branding in attracting

employees. The increasing criticality of employees cannot be defined as a weak signal,

because it is a large-scale phenomenon that has grown past its initial stage. In addition, the

phenomenon is already occurring, and will probably grow in importance as Gen-Z becomes
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more common in the labor market. Therefore, it could be set either as a strong signal or a

trend, or in an intermediate phase between them.

The increasing use of artificial intelligence was identified in subsection 5.2.1 as an emerging
phenomenon that has not yet received widespread attention. Some previous studies have
been conducted on the use of Al by recruiters (van Esch, Black, Arli (2021); Malik,
Budhwar, Mohan & N.R. (2023), but little research has been done on the use of Al by job
seekers. The interviewees' opinions and knowledge on the topic were divided, and therefore,
it can be considered to be at a relatively early development level. Consequently, although
difficult to assess, use of Al by job applicants can be set as either a weak signal or a strong
signal. It is expected that the use of artificial intelligence will increase in both job
applications and merit lists, as well as possibly in other contexts related to the job search. As
a result, separating the applicants from each other becomes more challenging, as estimated

in section 5.2.1.

New forms of employment, which was examined in sub-section 5.2.2, is a widespread and
current phenomenon that can be considered a trend. Employees and job seekers desire wider
options for employment relationships, and it is likely that the importance of the issue will
increase in the future. This is supported by the growing demand for light entrepreneurship,
as identified in the interviews, and the popularity of platform work. Moreover, the
characteristics of generation z such as individualism, growing demands for jobs and "new
priorities” which was explained in section 5.3.3, likely increase the need for alternative and
more flexible forms of employment. This is also supported by Rodriguez, Ardoin &
Landberg (2021), who examined these issues specifically in relation to Gen-Z. The
competition between traditional employment relationships and modern alternatives such as
platform working is already underway, which was also reflected in the interviews in the

impact of platform companies on labor shortage (sub-section 5.2.4).

Digitalization has previously appeared as a transition to the use of digital systems. It is
possible that digitalization is reaching the next level, as the requirements for systems are

shifting towards mobile-based applications. As found in the interviews, the use of digital
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systems is self-evident in the industry, and the user experience is becoming more valuable
than before as generation Z moves into working life. The systems are wanted to be quick
and easy to use, and it is possible that mobile systems will become an important means of
competition for HR companies in the future. Moreover, data collection and dealing with
Gen-Z's problems can be possible with the help of mobile applications. With mobile
applications, for example, it is possible to monitor an employee's screen time during working
hours, and using simple applications may increase the activity of employees in learning the
systems. While there are few studies on the subject, the finding is supported by Raia (2017),
according to which the digital experience for employees has an effect on efficiency,

motivation and work atmosphere.

Based on interviews, attracting foreign employees has become more challenging in recent
years. Moreover, the limits set by companies for their employees, such as language
proficiency requirements and "cultural counterforces™ as referred to in sub-section 5.2.4,
may make work-based immigration even more difficult. There are no academic studies on
the subject, but Finland's country image has been largely featured in the media (Pelli, 2022),
and in addition, the Finnish Ministry of Foreign Affairs has campaigns to develop the
country image (Ulkoministerid, 2023). A research by Taloustutkimus also concluded that
Finnish employers are poorly prepared for hiring foreign labor (Barona, 2021). The
increasing difficulty to attract foreign employees is a relatively broad and significant

phenomenon that can be considered a strong signal.

As the interviews indicated, the young people's declining ability to work is a growing
concern. Concentration difficulties, psychological problems and increasing sick leave are
issues, solving of which requires cooperation from both HR companies and their customers.
In an extensive study by the Finnish Institute of Occupational Health (Kaltiainen & Hakanen,
2023), it was concluded that especially young people's ability to work has decreased after
the corona pandemic, which is in line with the results of this research. Issues related to young
people's work are already widely visible, and therefore they are past the weak signal stage.
The phenomenon has almost reached the level of a trend, but with the current frequency of

occurrence it can be considered a strong signal.
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The study found that for Gen-Z employees, besides work, their own activities and hobbies
are particularly important. The flexibility of the workplace and support in achieving one's
own goals not directly related to work is becoming an important criterion in choosing a
workplace. The growing importance of free time and personal interests may also be
connected to growing wage demands, which aim to enable balance between the individual's
economy and the time spent at work. The finding is supported by Stansell (2019), who found
that Gen-Z has different preferences in comparison to previous generations regarding factors
such as flexibility and employee benefits. The phenomenon appeared in some interviews,
but it has not yet reached widespread significance. Therefore, it can be considered to be in

the transitional phase between a weak signal and a strong signal.

SQ2: What phenomena are emerging as important influencers between HR companies and

customers?

The second sub-research question concerns the changing needs of client companies towards
HR companies. Table 10 shows the research findings and the evolutionary stage of each
phenomenon, and the following paragraphs provide further explanation on the contents to

answer the sub-research question.

Table 10: Evolutionary stage of issues from employer perspective

Findings theme Finding Stage of evolution

Impact of technology: Al | Use of Al in professional contexts Weak signal

e Streamlining of operations with
the help of artificial intelligence-
based solutions

e Utilization of artificial
intelligence tools in the work of
both consultants and salespeople

e Text production using language
models

e The need to train personnel in
the use of artificial intelligence
tools
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Impact of technology:

platform economy

New forms of employment
e Inaddition to temporary work
and permanent employment,
other options are wanted

Strong signal

Impact of technology:

Digital technologies;
Tools of competition:
Customers

The growing importance of mobile
applications
e Reduced need for the assistance
of HR company employees
e Increased independence of
customers
e Growing importance of user
experience
e Automated data collection

Strong signal

Impact of technology:

Labour shortage

Change in skills and training required of
employees
e Requirement for digital skills
regardless of job
e A change from manual work
with low training to an
increasing need in the
maintenance and supervision of
automation and robotic
equipment

Trend

Work polarization:
Unattractive jobs,
attractive jobs

The need for companies to change their
employee standards
e Overcoming the language
barriers
e Worsening of the labor shortage
in companies that are not
flexible in their demands
towards their employees
e Work polarization

Strong signal

Gen-Z: Issues,
Accelerating labour
market; Tools of

competition: Employees

The need to invest in the ability to
attract and engage employees
e Increasing employee turnover
rate
e Significance of employer
branding

Trend

Gen-Z: Issues,
underlying causes of
issues

Realization of Gen-Z related issues
e The need to solve challenges
related to concentration,
psychological problems and sick
leaves
e Balancing company operations
and employees' individual needs

Strong signal
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The factors identified in the theme tools of competition were expectable in the target
industry. It is challenging to assess the stage of evolution for the importance of the price or
quality of services, the experience of the HR company or the availability of employees, as
these can be thought to have been significant in the past and remain so in the future. In other
words, the factors in question are not trends, but long-term means of competition specific to

the industry, and are therefore not included in table 11.

As with applicants, the increasing use of artificial intelligence is likely to change
employment processes significantly as well. The interviews showed that the use of artificial
intelligence by employers and HR companies has not become common. Nevertheless, as
explained in section 5.2.1, several opportunities are seen for the use of artificial intelligence
by professionals. The findings of this study are supported by Blumin & Cepellos (2023), as
shown in table 11, it is likely that recruitment activities will be streamlined with solutions
based on artificial intelligence. In addition, the need for manual process work is reduced
when text production and applicant evaluations can be partially automated. However, this
will also raise the need to train personnel in the use of artificial intelligence tools, as
estimated in Gangoda, Krasley & Cobb (2022) and Svarc and Dabié¢ (2021). Since artificial
intelligence is still an emerging phenomenon and used by few professionals in the HR field,

use of Al in professional contexts can be considered a weak signal.

The changing needs of applicants and employers show the need for new forms of
employment. As revealed in the interviews, employers have already requested the possibility
of hiring light entrepreneurs. Moreover, the strong growth and increasing number of
platform companies also support the forecast, as found in Svarc and Dabié (2021) and Chen,
Liu & Wang (2020). It is possible that companies' demand towards their HR companies for
alternative forms of employment will also increase as the number of Gen-Z employees
increases in the labor market. The transformation of the labor market is strongly underway,
and new forms of employment relationships are an essential part of the phenomenon.

Therefore, new forms of employment can be considered a strong signal.
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As mentioned earlier, the need for mobile applications has become more prominent
alongside traditional digital service solutions. Customers of HR companies have also
recognized the advantages of applications, and mobile applications may become a significant
means of competition in the future. Table 11 shows that mobile applications can not only
reduce the workload of the HR company, but also increase the independence of customers
and improve data collection possibilities. As identified by Kim, Baker & Ma (2023), internal
business mobile applications can significantly improve business performance, which may
explain the growing interest in them. The phenomenon can be considered a strong signal,
because while mobile applications are important to customers, they are not yet a prerequisite

for cooperation.

Based on the interviews, automation and robotics do not radically reduce the need for
employees, which is contrary to Svarc and Dabi¢'s (2021) estimates. However, the increasing
use of digital technologies, artificial intelligence, robotics and automation are likely to
significantly change the skills and training required of employees. This is in line with
Eberhard et al. (2017) and Gangoda, Krasley & Cobb (2022), who estimated these changes
to become major in the future. The phenomenon has been on the rise for years, and it is a
remarkable trend in developed countries. It is possible that it will also affect the role of HR

companies in employee training and upskilling.

The interviews revealed that some of the employers have unrealistic demands on their
employees, considering the labor shortage. Therefore, it is possible that companies have to
change their requirement level and standards in their recruitment. HR companies may also
have a role in communicating the changed labor market situation to client companies.
According to Kesd & Kyntéjé (2022) and Larja & Peltonen (2023), the mismatch between
labor supply and demand is partly due to the fact that employers' have too high demands for
employees in relation to the workforce situation, which is supported by the findings of this
research. Based on the interviews, the need to lower employee standards is a strong signal,
as the changed labor supply situation has driven many companies into an unsustainable

situation.
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Another growing phenomenon in the labor market is the need for companies to invest in the
ability to attract and engage their employees. In many companies, not only is the employee
turnover rate increasing, but also attracting new employees has become more challenging
than before. This has emphasized the importance of the employer brand, and on the other
hand, companies' ability to engage their employees. According to interviews, many
companies are looking for a solution to slow down employee turnover. These findings
support Hefner, Nembhard, Moore, Dishman & Fick (2021) and Presbitero, Roxas & Chadee
(2016) conclusions on the subject. The phenomenon can be considered a trend, as it has

received widespread attention.

Finally, the realization of Gen-Z-related problems in the labor market is a strong signal based
on the interviews. The new generation's transition to working life has brought unexpected
challenges for employers. It is expectable that companies must solve problems affecting the
efficiency of employees, such as concentration difficulties, psychological issues, and sick
leave in order to maintain their operational capacity. In addition, the growth of individualism
emphasizes the need to balance the operations of companies and the personal needs of
employees. The labor shortage also increases the importance of the phenomenon, as it is easy
for employees to change their workplace due to the large supply of jobs, and it is challenging
for companies to find new employees. This aligns with PWC (2022), Stansell (2019) and
Rodriquez, Ardoin & Landberg (2021), which found that generational differences are
evident, and Gen-Z has different preferences and behaviors in comparison to previous

generations.
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6 Conclusions

In the previous paragraphs, the sub-research questions of the study were answered. In
conclusion, there are various issues that impact people's choice of work, and the
collaboration between HR companies and customers. In this section, the main research

question of the study is answered by forming a strategic response to prepare for emerging

phenomena.

What strategic issues are emerging under labour market transformation, which may affect

HR companies?

The following paragraphs present a strategic response to various strategic issues based on
the answers to the sub-research questions. As defined in the theoretical framework, the

research theories are linked as follows:

Porter's five forces - Scanning

» Understanding external
environment and adjusting the

‘ strategy in accordance

Weak signals and Megatrends Strategic resilience

» Labour market transformation can »  Weak signals identification is an
be understood by examining weak _ effective means of improving

signals under megatrends strategic resilience

Labour market transformation

» Labour market transformation is
impacted by technological and
demographic developments

Figure 10: The link between theoretical concepts



70

The following paragraphs discuss the emerging phenomena identified in the study from a
strategic perspective. According to Figure 10, in this study, strategic planning is thought of
as a threefold process. According to Porter's five forces model, changes in the external
environment are relevant in strategic planning. This can be expected to lead to improved
strategic resilience. However, literature on strategic resilience suggests weak signal scanning
as an effective means of improving strategic resilience, which highlights the need to include
weak signal scanning in the process. Weak signals, emerging trends, may realize as industry

level changes, which brings the model back to Porter's five forces.

As presented in the theoretical framework, artificial intelligence is one of the significant
emerging technologies that is placed under the megatrend technological development.
Moreover, it can be expected that artificial intelligence will underlie a large number of sub-
trends. It is possible that not only substitute products, but also new competitors that rely on
artificial intelligence -based solutions are brought to the market. As the interviews showed,
the use of artificial intelligence in HR companies is at a rudimentary level and has not yet
gained a strong foothold. Therefore, it is the optimal time to form a strategy for utilizing
artificial intelligence, as shown in table 11, to improve business efficiency. Moreover, taking
artificial intelligence into account can be an important way to avoid the growing threat in the
labour market as well. If the use of artificial intelligence by applicants increases, HR

companies should have measures to avoid problems that may arise in recruitment.

The importance of the employer brand is growing significantly in the labor market. From a
strategic point of view, HR companies should therefore develop their employer brand
supporting with employment benefits to compete for employees. Labour shortage has
increased in Porter's terms the bargaining power of "suppliers”, i.e. employees have more
choice regarding employers. Focusing on employer branding can provide an advantage over
companies that do not put effort on the matter. Moreover, in addition to developing their
own employer brand, HR companies should also guide their client companies with their
employer branding, especially if it is challenging to find employees in the field. Solving
other emerging issues may also indirectly improve the employer brand. As employee

benefits have become more important to employees than before, investing in them may be
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effective in supporting the company's employer brand. Investments in the employer brand
can also slow down the growing employee turnover. In order to ensure employee
satisfaction, companies should ensure that the same benefits and rights are realized for both

temporary workers and permanent workers.

In response to new forms of employment, it would be advisable to develop alternative service
solutions to enable new forms of employment. The growing demand for light
entrepreneurship and other similar means of employment for both employees and customers
show the need for additional options in the labor market. In theory, new forms of
employment can affect the bargaining power of suppliers and buyers, but also bring
substitute products and new entrants to the market. In order to improve strategic resilience,
reacting to these can be critical. Attracting Gen-Z employees may also require a new
approach to employment, as their way of thinking was recognized as differing from previous
generations. Modern forms of employment can be used as a means against labor shortages,
for example by offering the same employees to the needs of several companies. In addition,
increasing service options may increase attractiveness of HR companies for both employees
and customers. Growing competition for employees with platform companies emphasizes

the need to develop new means of competition.

It is challenging to find employees with today's necessary technological skills, and it is
recommended that employers and HR companies consider strategies to fill the labor
shortage. The low availability of employees with skills that are in high demand increases
their negotiation possibilities regarding their workplace. Employee training, as well as
increasing the attractiveness of the workplace in order to obtain competent people, can be
necessary means to maintain full production capacity. Moreover, cooperation with schools
may enable access to employees immediately upon graduation. The labor market is likely to
have a long-term demand for employees with high technological competencies, and the HR
company that offers the best solutions for the market area can be expected to have a

significant growth opportunity and competitive advantage.
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The growing importance of mobile applications was prominent in the needs of both
employees and employers. Competition between HR companies with mobile applications
and services may be visible in all five areas according to Porter's five forces model. HR
companies should recognize the benefits of mobile applications and strive to integrate as
many systems as possible into one application to reduce both their own and their clients'
workload. The organization of job search, internal communication, recording of working
hours and management of work shifts in the same application, as well as the automation of
data collection, may form a significant means of competition for HR companies in the near

future.

The interviews revealed that there are unprecedented challenges with Gen-Z employees. The
weak work ability of employees is a threat at the entire industry level, which can not only
increase the demand for HR companies, but also provide opportunities for those who develop
means to manage the problem. Therefore, HR companies should develop a strategy to solve
these challenges before they cause large-scale problems for the business. The strategy should
include training in working life skills at an early enough stage so that the transition from
school to working life runs smoothly. In addition, efforts should be made to systematically
identify type characteristics that predict emerging problems in order to prevent them at an
early stage. Measures should also be planned in cooperation with occupational health care

to solve the growing challenges of employees.

The research showed that some companies' understanding of the labor market situation is
not up-to-date, and employee standards are too high compared to the supply. These
companies may think they have great bargaining power towards the employees and HR-
companies, but in reality the employees have bargaining power towards such employers. HR
companies should therefore systematically communicate the changed workforce situation to
their customers. Moreover, it was found that the educational level of employees has an effect
on their needs. Employees and job applicants in low-educated fields value different aspects
in a workplace than those in higher-educated fields. Therefore, HR companies should
consider these differences both in collaboration with customers, and in employee and

applicant communication.
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6.1 Theoretical implications

This research is strongly exploratory, so its findings are focused on practice and the
theoretical implications are not extensive. Three concepts; Porter's five forces and scanning,
strategic resilience and trend analysis, in this case the identification of weak signals, can
together form an effective method for mapping the changing competitive situation and
reacting to it. This study mapped the utilization of these in the evaluation of the
transformation of the labor market in relation to the HR industry. The research did not find

any conflict that would prevent the theoretical concepts from being used together.

This study identified aspects of the transformation of the labor market that have not appeared
in previous studies. Although previous studies have identified differences in Gen-Z in
comparison to previous generations, such as differences in values and the need for
independence and freedom, no previous research has identified issues relating to the
employment and working ability of Gen-Z employees to a similar extent as this research. In
addition, although previous studies have examined the use of Al by HR professionals, the
use of language models by applicants or recruiters has not been previously examined. Based
on this research, these factors could be identified as emerging phenomena that may have

significant effects in the transformation of the labor market.

The study looked at the transformation of the labor market as a phenomenon, and the theory
of weak signals was used in its evaluation. Using weak signals in business operations can
help structure information, however, the theoretical framework of weak signals provides
little support for the identification of phenomena as well as the determination of
developmental stages. Furthermore, the literature on weak signals is complex and somewhat
contradictory. Therefore, based on this research it can be claimed that in order to enable
routine use by businesses and academics, simple instructions, a framework or a form should

be created for the theory of weak signals to better structure the identification of phenomena.
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6.2 Practical implications

This research has various practical implications HR companies, but also any other employing
companies who strive to be up to date with labour market trends. An overview was given of
both the position of job seekers in the changing labor market and their effects on the activities
of employers and HR companies. Moreover, based on the findings, proposals were made
from a strategic point of view to respond to emerging issues in the labor market. Several
phenomena identified in this research, such as the Gen-Z related issues, the importance of
in-house mobile applications as a competitive tool for employers, or the opportunities
provided by technological development and particularly Al, have yet to receive large-scale
attention, and utilizing the findings of this study can help improve companies' strategic

resilience.

This study also showed that labor market transformation can be examined using weak
signals. It is possible for companies to carry out weak-signal identifications independently
by interviewing their own employees about the changes they have noticed, and by

systematically trying to identify emerging phenomena from the collected data.

It is recommended that HR companies and companies who desire to employ people take into
account the emerging phenomena identified in this study in their strategic planning. While
it is likely that some of the identified issues will not become major, it is possible that some
issues will have large effects on the industry level. Therefore, early reactivity and attention

to emerging issues are important means of maintaining competitiveness.

6.3 Limitations for the research

The research was carried out as a case study, where the data is collected from the Finnish
country organization of HR consulting company Adecco, from Finnish people. The weak
signals identified in the study have therefore been identified based on the limited perspective

of these actors. Moreover, there are some legislative differences among different countries
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regarding the human resources and staffing business, which may limit the use of the results
of this research in other countries. In addition, it should be noted that there are considerable
differences between KIBS companies operating in different industries, so the research

questions and the data collected from other KIBS companies might differ from this study.

Megatrends are a broad concept, and they include several phenomena occurring on a global
scale. To narrow the scope of the research, this study was focused especially on the effects
of technological development and demographic change on labor market transformation. It
should be noted that although megatrends are global events, their implications on a local
level may vary significantly. In addition, local trends may affect the results in different
countries. Therefore, the collected data and thus also the results of the study may vary in

different geographic areas and countries.

There are also some limitations regarding the data collection methods. The time constraints
of the research limit the number of data collection methods and the quantity and versatility
of the interviewees. However, semi-structured interviews are a flexible and effective data
collection method that can be used to gather accurate information on the subject. Therefore,

only qualitative material is used in the research.

6.4 Future research

This study examined the transformation of the labor market and its impact on HR companies
in Finland. In addition, the study applied the theory of weak signals to place the identified
phenomena on different evolutionary levels. The research offers a lot of opportunities for

further research in the subject area.

In future studies, it would be worthwhile to examine labor market phenomena on a larger
scale, by collecting data from more countries. However, carrying out research on a global
scale would be challenging, as the transformation of the labor market has large regional

differences depending on the level of economic development. In addition, it would be
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possible to collect research data using the Delphi method or data-mining techniques, which
enable the collection of larger amounts of data. Moreover, future studies could focus on a
more detailed examination of individual findings. The spread of artificial intelligence in
business, emerging issues related to generation Z and new forms of work offer many

opportunities for further research.
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