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RESOURCE MANAGEMENT
The Right Personnel for the Right Reasons

Why Human Resource Management?

Smaller businesses cannot afford to have the wrong people (meaning anyone other
than the right people) working for them. Why?

Let’s say that you have five employees and one of them is unproductive - that’s 20% of
your work force! Let’s also say that this person creates inefficiencies that interfere with
everyone else to the extent that their productivity is reduced by 25%. Twenty-five percent
of four people is another whole person. In total,
this problem means that 40% of your workforce is
non-productive. No large organization would ever
consider for a moment having 40% of their
workforce non-productive. Yet smaller businesses
experience this problem on a regular basis. What
would become a major emergency for a large busi-
ness is often a normal occurrence for a smaller op-
eration.

Employees represent one of the most important
assets of any sized business. Businesses frequently
succeed or fail based on the strength of their per-
sonnel. Good employees can turn a marginal deal into a big success. Poor employees can
destroy even the best of business opportunities. For example, studies have consistently
revealed that 70% of customers who take their business elsewhere do so because of a
perceived lack of prompt, courteous attention from company employees.

There are both obvious and hidden costs to the operation for not having the right
employees or not recognizing personnel-related problems when they occur. The most
obvious is loss of output when an employee is not capable of, or chooses not to perform
their job. In a small organization, such behavior may be readily noticeable. Less notice-
able are costs that can occur over a longer period of time such as high turnover, excessive
absenteeism, frequent tardiness, gold-bricking, reduced output, increased accidents, in-
creased waste, and increased personality conflicts among employees. It is essential for a
company to have a system in place for recognizing and avoiding these occurrences and the
associated costs that go with them.

Turnover carries with it the attendant cost of replacement. Think about how much
time and energy it takes to replace an employee, then consider how long it takes for that
new employee to get up to speed, to start paying his/her way in terms of contributing
productively. Add to this the time that an existing employee may be taken away from their
regular duties to train the new individual. Also, consider the process whereby all employ-
ees now need to learn to interact with each other effectively as the new employee becomes
integrated into the organization. All of these activities can represent a substantial cost to
an operation and yet they are quite often invisible, and so nearly impossible to measure.

For all of these reasons, it is critical to minimize turnover and other personnel-related
problems that can result in substantial unnecessary expenses to the operation. This is
achieved by making sure that you have the right employees properly trained and moti-
vated. The result is lower cost of operations and higher profitability, both attractive goals.

The seven-step COMMON SENSE process described in this Workbook shows how
you can avoid many common people problems. People are a critical asset, a powerful
resource within your business. Make sure that this resource is used to its maximum ad-
vantage.

STEP 1:
Plan Personnel Requirements

Planning is essential to any organization and is the process by which organizational
goals are defined and the resources needed to accomplish these goals are identified.




“Setting job
requirements down in
the form of formal job
descriptions is a
necessary activity.”

With a plan in place, gttention can be focused on
how to allocate the regources available to the
organization in the best possible way.
Employment planfing is a specialized compo-
nent of this total planhing activity, and is the pro-
cess by which management attempts to provide ad-
equate human resourdes to achieve organizational
goals. This means apticipating human resource
needs and planning oj ways to meet those needs.
Until you know exac{ly what must be done, how
can you possibly detgrmine what kinds of people
you need in your orgapization? Unfortunately, all
too often, the organization plows forward in its hir-
ing without a clear viefv of who they want and why,
and so may never haye the balance of skills they
require to succeed.
The “Personnel Budget” is the form that the
employment planning| process takes. It is a func-
tion of both the sales [forecast and the production
forecast. Key questions are asked during this pro-
cess. If the business pnticipates growth, will the
existing workforce Ye adequate to handle the
growth? How many gew people must be added?
If new people are adddd, what kinds of people and
what skill sets will be fequired in order to respond
effectively to the new|challenges associated with
the implementation of the growth strategy? The
anticipated personnel feeds must be translated into
jobs and then comppred against the existing
workforce to see how|many new people must be
added or existing emplpyees retrained to meet these
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there an information technology product available
or new methodology that if implemented, would
allow current employees to perform their jobs more
efficiently and create time to take on more respon-
sibilities in related areas? This approach may even
eliminate the need for a new hire.

The more specific a job description can be about
the nature of responsibilities to be performed, and
the more effective this can be communicated to pro-
spective new employees, the higher the likelihood
of a mutually productive employment relationship.
This is because the employer becomes very aware
of what skills they are looking for and why, and the
employees understand what will be expected of them
and how their performance will be measured over
time. The worksheet in this Workbook will help
you in developing effective job descriptions. It is
an activity that, even though it takes considerable
time, will pay great dividends in recruiting and re-
taining the right employees.

For current employees, creating job descriptions
can be an excellent opportunity for employee in-
volvement. It communicates that you value the
position that they are performing and it demonstrates
that you care about their opinion. A common ap-
proach in this situation is to ask employees to write
their own job description. This information is re-
viewed and then both parties meet to discuss their
perceptions with the goal of arriving at a mutually
agreed upon job definition. This is a modified form
of Management by Objective (MBO) and can be a
powerful management/motivational tool. Having
direct involvement in defining their jobs, employ-
ees often become more productive in their work.
MBO can be especially useful in this way, particu-
larly for smaller organizations. This approach is
covered more in depth in Workbook 11, as we dis-
cuss the broader topic of Strategic Analysis to un-
derstand the critical role that management tools can
play in running a business.

Once the detailed description of the job is de-
veloped, the qualifications needed to perform each
job may be sufficiently addressed. These may be
divided into three categories: skills, knowledge, and
attitudes.

Skills: To determine what skills are needed, we
need to ask certain key questions. What specific
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