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Regardless of the economic environment, it 
is always challenging to assemble a capable, 
well-functioning workforce — and even harder 
to maintain one. Finding, hiring, motivating, 
coaching, disciplining, and developing employ-
ees is always a top priority for most businesses.

While establishing a well-functioning staff 
may not appear straightforward, it is a linear 
process. From hiring, and through orientation 
and development, you have the ability to select 
and nurture employees to closely fi t your com-
pany’s culture and performance requirements. 
Of course, at any given time you have employ-
ees who are at different stages along this linear 
process — from the yet-to-be-hired unknown 
candidate to the seasoned, high-performing 
veteran, and every stage in between. This 
process is complex, as you must rely upon the 

skills and intuition of hiring managers — each 
of whom have their own management chal-
lenges and varying positions along the devel-
opmental continuum.

Inevitably, though, human resources man-
agement is a process — a process that can be 
effectively and productively managed. Employee 
Management for Small Business provides both 
forms and philosophy for effectively managing 
your investment in human resources. It con-
tains practical information (human resources 
forms, completed sample forms, useful check-
lists, tables, and discussion of important legal 
issues) to help guide you through every stage of 
the employee development cycle. Anyone who 
manages people will fi nd this book to be an in-
valuable and comprehensive resource, whether 
they manage 1, 100, or 1,000 employees.

Introduction
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There comes a point in every business life cycle 
when the amount of work seems to surpass the 
number of hours that existing employees have 
to do the work. Employees will approach su-
pervisors and say, “I have too much to do.” 
Supervisors will approach management and 
say, “We have too much to do. We need to hire 
more people.” Management will ponder and, 
far too often, respond, “Okay. Let’s hire some 
more people.”

1. Why Hiring Isn’t Always the Answer
The next time an employee or manager comes 
to you and says, “We’re too busy,” remember 
these three words: “Busy is good.”

Busy is good. Busy means that you are ob-
taining value from your investment in human 
resources. When employees are not busy, it 
means that you are paying for time that is not 
being fully utilized. Certainly there is a gray 
area between not being busy enough and legit-
imately being so busy that the quality of output 
begins to suffer. Adding additional staff at the 
proper time is somewhat of a science. It pays, 
though, to err on the side of caution for the 
following reasons:

 (a) Human resources are a substantial 
investment for most companies. They 
represent a signifi cant portion of 
your overhead costs. More overhead 
means less profi t. Small companies 
sometimes have a tendency to view 
human capital as a measure of their 
success. The more employees the 
company employs, the more success-
ful the company must be, right? Not 
necessarily. Using growth in employee 
numbers to represent growth in your 
business success is a dangerous exer-
cise. Employees add cost. If revenue 
is not surpassing the added cost of 
additional employees, your business is 
not growing. Growth is only measured 
through profi t.

 (b) Human resources represent a signifi -
cant potential liability to your com-
pany. It is no secret that labor laws 
have become increasingly stringent 
and that employers frequently feel 
themselves stymied by restrictions that 
apply to their hiring, promotion, dis-
ciplinary, and dismissal procedures. 

Do You Really Need 
a New Employee?

1
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In addition, whenever a request is made 
for a new hire, you are presented with an op-
portunity to critically assess the nature of the 
position and the work that is being done. Even 
if there is currently a person in the position 
and the request is simply for a replacement, 
it is wise to take the time to evaluate the need 
for the position as well as the need for each 
of the individual tasks and assignments that 
make up the position.

Reviewing work processes is an exercise 
that should involve employees, supervisors, 
management — anybody in your organization 
with an awareness of the position and how it 
is currently performed, as well as people who 
have a close understanding of the company’s 
overall business goals and objectives. Some 
questions to consider during this process:

 • Does this task need to be done to meet 
the company’s goals and objectives?

 • Does this task need to be done by this 
position?

 • Could the task be more effi ciently ac-
complished in some other part of the 
company?

 • Could the task be streamlined through 
technology or job restructuring?

 • Is this a long- or a short-term need?

2.2 Hiring temporary workers
Temporary workers have assumed an impor-
tant place in the ongoing personnel strategies 
of many companies, large and small. The cost 
savings of staffi ng with temporary employees 
can be attractive to many businesses, espe-
cially in an atmosphere of downsizing, restruc-
turing, and cost cutting. Hiring temporary staff 
should not be done casually, however. Many 
companies simply call a temporary agency and 

Make the wrong move and you could 
pay for it — dearly.

 (c) Unless your need for additional 
human resources is real, you may 
fi nd yourself facing an uncomfortable 
downsizing or layoff situation. Being 
overstaffed could mean that you will 
be in a position where you have to cut 
costs to maintain the margin you need 
to survive as a business. Cutting costs 
frequently means cutting employees. 
There is no more diffi cult task for any 
businessperson than letting valuable 
people go.

2. Alternatives to Hiring
Let’s assume that one of your company’s su-
pervisors has come forward with a request for 
additional staff. Your company takes a rea-
soned and cautious approach to the addition 
of new employees, so you decide to explore 
other alternatives to adding a full-time staff 
person. What might those alternatives be?

2.1 Reviewing work processes
First make certain that the work that is being 
done is critical to the production of your com-
pany’s end product or service. Frequently, as 
companies grow, jobs begin to take on a life of 
their own, with the jobholder determining what 
needs to be done. That individual’s belief may 
or may not refl ect what the business owners 
believe needs to be done. Continual review of 
work processes and close contact with supervi-
sors and managers to ensure that employees 
are using their time most effectively and effi -
ciently to contribute to the goals of the organi-
zation are the best ways to maintain a smoothly 
running operation. (See Chapters 9 and 15.)
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co-employment. Co-employment occurs when 
two or more companies (typically your com-
pany and a temporary agency) jointly adminis-
ter responsibilities, salary and benefi t reviews, 
counseling, and selection or termination of 
an assignment employee. If co-employment is 
found to exist, each company is liable for the 
employment decisions made by the other. If 
an assignment employee fi les a legal complaint 
and wins, both the agency and the client com-
pany could be responsible for any damages 
awarded.

To avoid problems with co-employment in 
your temporary employee work arrangements —

 • report any absences, tardiness, or unac-
ceptable behavior to the agency;

 • refer all questions relative to pay, bene-
fi ts, duration of position, or opportunity 
for employment to the agency;

 • inform the agency about any changes in 
an employee’s work schedule; and

 • assist the agency in evaluating employ-
ees by completing quarterly or annual 
surveys.

Do not —

 • inform any temporary employee that 
he or she is terminated or suspended 
— notifi cation must come through the 
temporary agency;

 • discuss pay rates, increases, incentives, 
or bonuses;

 • discuss opportunities for full-time em-
ployment;

 • extend an offer for employment; or

 • request that an assignment employee 
complete timecards/forms with your 
company’s name on them.

say something like, “Send me someone who 
knows Windows.” They may not realize that 
they have the option of interviewing temporary
candidates just as they do when hiring an 
employee, and they should certainly take ad-
vantage of this option to ensure a good fi t (see 
Chapter 2).

The human resources department plays 
a critical role in defi ning the relationship 
between the temporary worker and the or-
ganization. In addition to selecting the most 
appropriate candidate, a key to establishing a 
successful temporary work relationship is set-
ting clear expectations. Too often temporary 
workers seem to become “part of the wood-
work.” They work at a company through the 
temporary agency, yet they feel a close affi n-
ity with the company they physically operate 
from each day. This can lead to frustration 
both for the temporary worker and for other 
employees, who wonder, “Why don’t we just 
hire this person full time and provide them 
with benefi ts and proper pay?” The perception 
can be that the company is taking advantage 
of the temporary worker. It is critical to make 
clear at the outset exactly what is expected of 
the temporary employee and what the length 
of the relationship will be. Having done this, 
companies must also ensure that they com-
municate any changes in expectations as time 
goes by. This is an ongoing activity, not some-
thing that can be done once at the beginning 
of a relationship, and then ignored.

It is important that companies be able to 
explain — to managers and employees, as well 
as to the temporary employee — the basis 
behind the decision to make the position a 
temporary one.

One reason you should carefully manage 
the relationship between your company and 
any temporary employee is the possibility of 
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it is important to make it clear who the intern 
reports to and who is responsible for oversee-
ing their work and providing feedback. Again, 
the intern experience should be as close as pos-
sible to the experience of a typical employee. 

  Since competition for interns can be fi erce 
— especially for the best and the brightest — 
and since schools are concerned about edu-
cational outcomes, speaking in their language 
can help you get noticed — and get an intern. 
For example, if you’re looking for a graphic 
designer, highlighting the specifi c learning 
objectives or competencies from the intern’s 
or school’s perspective will get you noticed. 
Some pertinent objectives might include:

 • Learn to design user-friendly and visu-
ally appealing forms and documents.

 • Develop skills in working with print 
vendors to produce documents.

 • Build personal portfolio of materials 
produced. 

A good starting point in developing mean-
ingful objectives can be taking a look online to 
review various curriculum to see what schools 
are hoping students will gain through their 
courses. 

Although larger companies often have an 
edge, small organizations have a lot to offer 
too and can sometimes be especially attrac-
tive to students because of the ability to gain a 
broader perspective, rather than being focused 
on just part of a process. Small companies can 
effectively compete with larger, more estab-
lished fi rms, by selling themselves as though 
they were selling to a client: “This is what we 
have to offer. This is what the student is going 
to get out of the experience.” 

While not all internships are paid, some 
amount of compensation can help. While 

2.3 Working with interns
Universities and technical colleges can be 
good sources of experienced and low-cost/
no-cost assistance for your business. If you’re 
not already working with interns, it’s an area 
you should explore. There are benefi ts and 
rewards for all involved.

For the company, it’s an opportunity to 
work with ambitious, energetic, creative, and 
enthusiastic people — often at a very low cost. 
For interns, typically students, it’s a great way 
to earn a grade and credits and, in some cases, 
a stipend for their time. 

 When it comes to making the intern rela-
tionship work, the onus lies with the employer. 
Having clear objectives, a solid structure, and 
a willingness to commit your own time and 
energy to the relationship will have a signifi -
cant impact on the success or failure of your 
interns. These are “must haves,” in fact, to 
even be considered as a potential “home” for 
an intern.

Internships that work best are those that 
are structured. Most need to be approved by 
the school that is providing the intern so it 
makes sense to have written directives avail-
able in advance. This also serves to ensure 
that there is no room for misunderstanding 
between you, the school, and the student. In 
essence, you should consider the internship in 
the same manner as you would a job.

Interns need to feel valued just as employ-
ees do. One common issue for interns is feel-
ing as though they are not being fully utilized. 
Avoid the tendency to have interns work on 
menial tasks and provide them with opportu-
nities to learn skills and engage in activities 
directly related to their courses of study. 

Interns’ output should be overseen just as 
any employee’s work would be. Toward this end, 
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have knowledge they can draw from, and you 
will save time in briefi ng them and feel more 
confi dent that the fi nished work product will 
be acceptable.

Just as when you are hiring temporary em-
ployees through an agency, the more precisely 
you can indicate what you are looking for, 
the more likely you are to get what you want. 
This seems to make perfect sense, but many 
employers get lazy at this point and provide 
sparse instructions.

Know what you want when you make your 
initial assignment. Put your requirements, 
payment agreements, and any other important 
elements of the relationship in writing so that 
both you and your freelancer have guidelines 
to follow and are clear about what is expected.

Assign someone in your company to be the 
person through whom communication can be 
channeled from the off-site employee to oth-
ers in your company — and vice versa. This 
individual will need to keep up to date on what 
projects the employee is working on, what his 
or her schedule looks like for the future, when 
he or she will be in the offi ce, etc.

Regardless of how good the person you 
are working with is, if you are not able to com-
municate effectively with your freelance help, 
your projects are destined for disaster. You 
need to be open, honest, and thorough when 
explaining a project and reviewing completed 
work. Here are some tips for working effec-
tively with outside help:

 • Talk about price up front. Get a writ-
ten estimate that spells out what is to 
be done, when it is due, when money 
will be paid, what circumstances would 
result in additional charges, and what 
happens if you are not satisfi ed with 
the work.

students may simply be eager to gain experi-
ence to boost their employability, offering 
compensation can set you apart and make 
your opportunity that much more attractive. 

 The steps involved in obtaining an intern 
generally include:

 • Clearly defi ning what your internship 
needs are — in writing

 • Clarifying and writing objectives (based 
on curriculum needs)

 • Contacting schools’ career services or 
internship departments

 • Filling out required materials

 • Interviewing candidates

 • Making your selection and notifying the 
school

 • Completing follow-up paperwork

 • Completing required evaluations (based 
on the school’s expectations)

2.4 Working with freelancers
More and more small businesses are relying 
on freelancers to provide services ranging 
from copywriting to strategic planning. It 
makes good sense. You hire the help you need 
when you need it, and you are not faced with 
the burden of paying a full-time salary. One 
of the best referral sources for freelance as-
sistance is other small businesses. Ask your 
colleagues who they have used and what re-
sults were obtained. Were they horrifi ed, dis-
satisfi ed, satisfi ed, or elated with the results? 
Were deadlines met? Would they use the same 
person or company again?

The best freelancers to hire are those who 
have already worked for other companies in 
the same business as you. They will already 
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 • Don’t be afraid to speak up if they are 
way off base. Be constructive in your 
criticism.

�  �  �

Working with temporary employees and free-
lancers can be a good alternative to hiring per-
manent staff members. Sometimes, though, 
these temporary solutions just are not appro-
priate. When that’s the case, you need to begin 
preparing for hiring.

 • Provide ample informational material. 
The more information you can provide, 
the happier you will be with the com-
pleted project.

 • Be available to answer questions, re-
view work, etc.

 • Be open to new ideas. Don’t interfere. 
Don’t tell your freelancers how to do 
their job. That is what you are paying 
them for. But ...
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