Business Planning and Staff Analysis



Influencing Factors - Company Context

What are the employment trends in the industry? What are competitors doing? Is there a change in the product/service mix. Is the company growing or divesting. What technological changes are affecting jobs?

Primary industries - Raw materials
Plough, mine or drill - staffing needs depending on the nature of raw material, the process technology, the location and main markets. What type of staff are needed? What are the current influences on coal, oil, steel, natural gas, farming, forestry, gravel/sand extraction? How has the structure of industry changed over the last 15 years?
Manufacturing: Making things, products
· sold direct to customer or via distributors?

· longer life span - fridge

· for other companies - ball-bearings, gearboxes

· capital goods - machine tools, aircraft

What is the degree of variability in demand for the product. Is it variable (ice cream), constant (bread), cyclical with long time span (machine tools), exportable products or home market with overseas competitors? Is a declining or growth industry supplied?

Service sector
Banking and insurance (international) to cleaning and retailing (local). Distribution. Growth: what is happening and how has staffing been affected?



Exercises:
List possible changes to staffing in the following sectors:
Breweries, pubs, retail outlets, road haulage, airlines, taxis, ferry boats.

What have been the influences on staffing?

Obtain government statistics from the library to evaluate the change in numbers in occupations in specific UK industries over the last 15 years. Take engineering, retailing, food manufacture as examples.



Product/market planning stages

Each stage in developing a profitable, marketable product range has staffing implications

· proposal stage - money and staff resources are have to be allocated ie investment to secure sales and market share objectives. Estimate likely product performance, main applications and estimated life span, competitive position and product comparisons, nature/extent of design and development requirements.
· design/development and pre-production
- many activities depend on the new product's position in the development cycle and future growth-earnings potential. Staff data must cover technical, manufacturing, marketing and financial areas.

· production/marketing 
- the commercial exploitation stage - product launch, planning to increase its lifespan, maintaining sales volume under market conditions. Can profit performance/lifespan be improved by going for new geographical sales or market segments? Is there scope for uprating the current technical specifications or re-styling? Can the product be sold, advertised, distributed more effectively? If not...move to

· planned obsolescence and phasing out 
- involves redundant staff. Even with replacement there will be a change in the nature & amount of skill required.

The Role of HRM Function in Staff Planning

Most companiesmay deal simultaneously with all four stages. To be effective the HR Manager must provide service support to managers planning change - subject to

· the level

· the nature

· the organisation of activity

Legge (2) emphasises the "innovator" role of HRM and argues that the personnel manager will not be effective in servicing the business's other managerial functions if they are not fully business aware, do not share the same value systems and imperatives of the other managers and don't contribute specialist knowledge to inform decision-making relating to being people employed.

The question of "sharing the same value systems" is important for, according to Legge, the HR manager can be

· a "conformist" innovator who accommodates the values articulated by the key decision-makers.

· Alternatively the HRM practictioner can be a "deviant innovator" who tries to influence/inform the value systems of key decision-makers and steer the organisation towards people-oriented values which may secure more effective change and integration of its human resources.

Of course in the latter case, the deviant innovator's success depends on their ability not to get fired!

The innovator will ask
· how many employees are needed and with what types of skills?

· are numbers tied to specific jobs at specific levels in a realistic timetable?

· were normal wastage rates covered by the totals?

· will the skills come from inside the company?

· can people be trained to skill levels, how?. What are the times scales?

· how many and what types will have to be recruited?

· can technicians be substituted for professionals and vice versa?

Changes in Activity Levels

Often linked to growth in national economy, the firm's activity level may not be proportional. Changes in overall demand levels do not necessarily mean similar rate of change in production/ or sales staff. Improved advertising, more sales calls, change in distribution method - may improve sales competitiveness.

A business needing more staff may sub-contract rather than recruit. Rising costs will be greatest at the point of changeover to a larger workforce. Workforce reductions involve substantial severance costs. New staff may be less experienced, not to perform immediately at the levels needed. What are the costs of induction?
Does less activity mean fewer staff? Is phased reduction rather than panic redundancies possible? Note the use of overtime in UK companies.



Exercise:

Get government statistics from the library which offer information on levels of overtime worked by staff in different industries. Plot these against unemployment. Compare overtime levels with overtime levels for comparable industries in France, Germany etc.



The HRM practicitioner should work with management colleagues to find solutions to problems such as
· can natural wastage give the reductions & can we retain vital skills?

· who will be affected? When will reductions begin? Will "organisational values" permit replacement of poor performers ( "cut out the dead wood" approach)

· how will we communicate with staff, who will do it? Have exit interviews been arranged? Have we consulted with trade unions (what are the statutory requirements)?

Changes in type of activity

New products, new marketing approach, new techniques - affect the type of staff employed. Different types/ levels will be needed. A salesforce can be eliminated by telesales or on line customer-supplier links. Computerisation may reduce need for one grade of clerical staff whilst increasing need for other grades. Automation reduces need for machinists but increases the need for technician staff.

New equipment requires a higher ratio of staff per machine in the early stages. As familiarity in selling, using, servicing improves - a higher ratio is possible.
New products/technologies call for new skills and specialisations. Will more specialisation result in reduced versatility and mobility or can we achieve multi-skilling? Specialist staff are expensive and staff planning for specialists is difficult. How will a pharmaceutical company (a multinational) estimate the number and type of research staff it will need in 5 years time?

· how will changes in products, customers, distribution methods affect staffing?

· will there be new facilities or modernisation of existing ones?

· to what extent will operations be automated?

· will there be

· completely new techniques and methods?

· new products to manufacture?

· new research programmes and facilities?

· will research be sub-contracted to universities etc.?

Changes in organisation of activities.

Many business plans require changes in internal company organisation i.e. departmental re-organisation. Some staff will be applying for their own jobs! There will be internal promtions and "perceived" demotions to consider. The HRM practictioner needs to anticipate such changes so that participants feel they have "won" and not "lost". This ideal will involve many potential conflicts to be resolved and the personel practictioner will be both villan and friend.



Exercise:
The HR Manager is not a mediator between staff and management.

Discuss this statement with examples of the responsibilities and tasks an HRM "innovator" would seek to deliver and the role conflicts which he/she may face.



Summary

In acquisition/merger situations the staff planner will ask

· What number/type of staff will be brought in?
· How will the assimilation of these employees affect staff requirements?

· If a company divests itself of some parts - who will be retained or go?

Staffing needs will be determined by

· quantity and quality of present workforce

· expected growth of business

· estimated staff losses and estimated staff gains

Higher Know-how staff

For staff such as design engineers, network administrators, Millenium bug fixers etc factors to be considered incl. the number of new projects requiring special knowledge, the scope and length of new projects, scientific/technical developments externally including developments in the higher education/research sector which relate to the company's business.

Other factors impacting on staffing

· productivity changes

· changes in operating procedures and work methods

· spread of automation

· changes in plant and equipment

· Constraints and Codes
These range from TU power, government regulation, lack of willingness to work, scarcity of key skills.

The prevailing value system too - the beliefs, values, ethical standards and traditions held by top management can also constrain. Three elements of importance in staff planning according to Lynch are

· the shared concept of the desireable

· the ethical code

· the level of acceptable risk

Managerial value systems are composed of moral standards, codes of conduct, religious beliefs, political viewpoints etc. The management team is likely (through its group dynamics) to have shared concepts of what is desireable. As Legge points out - economic values will be the dominant ones in commerce and industry.
Decision-making

The HRM practitioner and other managers have to decide

· what has to be done
· why it has to be done

· what are the barriers to it being done

· how these barriers can be overcome

· which alternative course will be selected to overcome the barriers and achieve the goal

The aim is to prove the firm with the right number of staff with the right types and degrees of skills, in the right jobs, at the right time, performing the right activities, achieving the right objectives.
This statement is similar to the 4 P's in marketing ie having the right products, in the right place, at the right price with the right promotion. Note again Legge's 1978 arguments and the view that management has two sides to it - maintenance to keep existing standards and systems up-to-scratch and innovation. From a rational management perspective both rely on information (external and internal) to appraise what the current situation is.

The business strategist taking a HRM focus will seek to match internal resources and environmental opportunities to secure the enterprise's goals. Important elements are

· unique skills available in the firm

· external opportunities and threats to human resources presented by environmental trends

· values & beliefs influencing organisational behaviour

· level of risk that management is willing to accept with staff policies

Organisation Structures: No one right way
Managers have to blend together capital, people and equipment into an organisational framework. Two rival companies may have two different organisation charts -there is no one right way to "blend". Lynch (op cit) points to clusters of skills relevant to organisational adaptiveness eg

· a marketing skills cluster
market research, sales representation and application,publicity, contracts, after-sales service

· a design and development skills cluster
product research and innovation, quality assurance

· a manufacturing skills cluster
purchasing, materials/production control, production, factory services

· an administrative skills cluster
finance, personnel, management services

What varies between firms are ways in which such clusters link up to mobilise the creative and innovative energies of people. In some firms they do not fully inter-relate, some may be under-powered - ability to adapt and innovate may be constrained. Burns and Stalker (3) identified these points in relation to Scottish electrical firms in the 1960's when they defined their models for quot;mechanistic and organismic" organisations.

Total Quality Management

An organisation may delegate responsibility for quality separately to "functional departments" e.g. manufacturing or research and development. Others make QC and testing skills a separate departmental entity.

If QC is associated with the design function, the pressures may be different than those exerted by, say, manufacturing. Design would emphasise precise specifications, manufacturing (if not committed to TOTAL Quality/Zero defects) may focus on output targets and possibility permit greater tolerance in relation to design specifications.
A TQM approach demands that all functions and staff are knowledgeable with higher levels of skill. They must take ownership of the quality problem in every respect. Such a policy in a company demands changes in ability and attitudes at all levels. Hence a firm striving for excellence needs to have fully analysed its staff profile to ensure it has the best blend of skills distributed across the right clusters to achieve "distinctive competence" and thereby competitive advantage.



Exercises:
Obtain two articles from the Personnel Management journal which describe companies trying to improve their staff management approaches to support the drive for TQM and competitive excellence".

Make notes on these and be ready to use the ideas and examples offered.



Lynch defines distinctive competence as being
"areas of activity in which an organisation performs particularly well, and better than its competitors".
Such a philosophy requires that staffing plans to appraise current levels of skill, skill clusters and corporate attitudes identifying where staff changes including re-education and training are needed to help the organsiation achieve its quality aims.

Modelling for Staffing and Forecasting

Techniques for "staff planning and forecsting" can be simple (pencil and paper) or complex ie involving mathematical modelling on computers.

Computerisation of personnel records enables essential staff information to be captured and manipulated better than manual systems. Much depends on the functionality of the PRS (personnel records system), the design of its database and whether this can be accessed effectively for analysis.
A PRS study will

· Model (define) what has to be forecast 
ie type/level of skills and jobs and the business units for which forecasts are needed (quantitative analysis)

· Construct a staffing inventory beginning with a basic headcount - how many staff do we have and what are their characteristics (occupational categories, locations, pay/salary levels, sex distribution, age distribution, employment status (full-time/part-time, short contract), length of service (wastage and survival( and qualifications/training levels/potential abilities?

· Occupational classification and job analysis. The personnel specialist must be able to provide a job analysis service to the business. When the business is changing rapidly, he/she needs ability to advise managers of implications vis a vis job and the competencies needed at all levels and across technical functions (from cooks to computers).

Jobs will be analysed in terms of
· key tasks (what the worker does)
· skill level to perform key tasks and education/qualifications

· authority level (reporting relationships in the hierarchy)

The key tasks of jobs (scope and complexity) can be defined in relation to handling data, people and things.

Handling data: 
Tasks can be classified in terms of: synthesising, co-ordinating, analysing, compiling, computing, comparing, copying etc.

People: 
Classification may cover: leadership qualities, ability to manage conflict, ability to; supervise, instruct, persuade, negotiate, generate warmth and confidence of others, take instructions, counsel, manage self , cope with stress, work abroad, manage men, manage women (are these justifiably different situations?) etc

Things: 
Tasks can be classified in technical terms of eg : setting up, precision working, operating-controlling, driving, manipulating, tending, feeding, using a database management system, modelling with a micro-computer. The job holder needs to know machines and operations. Much depends on the complexity of these.

Lynch argues that it is possible to code jobs according to "skill composition" so that the codes can be used in group analysis eg to list predominantly data-based. This is fine so long as it is computerised and provided the effort involved in coding is useful.

Such occupational data will be useful if the organisation is facing major competitive change and must appraise the overall capacity of the work-force to cope. The workforce may need to be better educated, more technically informed, more language proficient and feature more "high quality, promotable" people.

If the analysis is not done across the whole organisation, it will certainly be done for single jobs and staff. Such analysis is important for recruitment and training activities and in staff appraisal. Managers have to be able to define job demands, choices and constraints objectively when making decisions about job-holders and whether or not they match up to requirements.

Skill levels can be appraised as eg high, medium, low (HML) against such indicators as eg (for data-based skills in jobs)

number manipulation, ability to abstract, levels of cognitive reasoning, compexity of rules applied, the knowledge-based needed, reasoning vs imagining ability, use of techniques, mechanical comprehension

People-based jobs can be analysed for the H M L levels of people related indicators of skill.



Exercise:
What are people-related competencies or job indicators ensuring. Can such indicators be differentiated at HML levels of skill?

Ask the same questions for jobs grouped according to "things"



Job Evaluation

The ability to analyse the skill aspects of jobs in this way is essential for job evaluation i.e. those methods/techniques used for determining pay relativities between jobs.

Two factor analysis can be useful e.g. analysis of 
· pay levels by age, by length of service, by sex

· age by length of service, by sex, by occupational grouping.

Completing a Skills Inventory

If an inventory concentrates on "brain-power groups" to the exclusion of all staff groups this would illustrate that management has limited perspectives perhaps an elitist attitude. A skills inventory can take in skills/abilities at all levels from trades groups to graduates and all their qualities. It should provide

· data on professional/technical skills & other qualifications available
· those that are not on hand

· data to help recruitment and training for scarce skills

· it is useful for promotion or job succession planning and guide individual growth and performance development.

Compile a skill inventory by

· questionnaire

· interview

· searching personnel records

NB the data has to be captured by the PRS in the first place. This has a cost! Care is needed in design of the inventory. The data captured and stored must fit the purpose, not be sketchy, nor superfluous, it must be accurate, current and accessible. The requirements of the Data Protection Act must be considered.

What information is needed for each employee?
· education and qualifications

· foreign language proficiency and in what contexts

· work experience and to what level? What jobs and what kind of key tasks involving analysis, people skills and skills with "things".

· occupational/professional competencies

· IT skills

Staffing Position Analysis
Once done (stock-taking) the data has to be analysed to answer the question

"What has been and is happening to our staff resources?"
This must account for internal and external information for the firm, industry and national economy. It calls for detailed appraisal of ratios and trends affecting the staffing situation. We have to recognise inputs of skills to and flows from the staff resource . Factors of skill inflow and outflow will be written into staffing forecasts.

Analysis will provide data on

· new starters and leavers this year, last year, last 5 years? Is the trend steady or fluctuating? What are the variations by division, location? What are the costs?

· what is the picture vis a vis absences

· where are we encountering recruitment problems? Why?

· what is the age and salary distribution? What is the relationship to age, staff turnover and absences?

· what are the labour market trends for the type of staff we need?

· why do people leave to work elsewhere? Where are they going? Can we make our employment more attractive?

· query the catchment area demographics. Where do our recruits come from? What is happening in local schools, colleges, careers centres etc affecting our intake of young staff? Are there other areas?

· is our age cut off unhealthy in recruitment terms ? Do we exhibit company discrimination which might be termed "ageism"?

· is housing going to affect our recruitment and retention? Is the local policy on industrial development going to make it more/less difficult to get staff. Will our pay rates be competitive?

· what are our performance standards (eg profit per employee, staff-student ratios in education, days training per employee per year )? Do we have acceptable measures of workload by which to judge overall performance? Do these provide clear staffing criteria for the future?

· what does training cost? Is it effective in terms of time, effort, money?

Staffing Ratios.

Wastage by
- reason - age bands - sex - length of service 
- job/occupation - wage/salary level

Recruitment by
- by age - sex - job/occupation - wage/salary
- by source (region and industry)

Absence by
- reason, sex - age - length of service - job/occupation 
- wage/salary

Analysis may also be done by ethnic group if a systematic approach to equal opportunities is going to be taken.

Case study: adopted from Lynch (op cit)
The Finchley unit maintains and services 52 large, complex machines on a planned basis. The maintenance cycle services each machine once annually. There are 5 instrument mechanics, 10 electricians, 6 fitters and 3 sheet metal workers. They work a 40-hour week and the team handles the total maintenance of one machine weekly whilst responding to unplanned maintenance calls from other machines.

The staffing projection for year 1 will be

	Periods 1 - 13 (each of 4 weeks)

	24 staff * 40 hours * 4 weeks
	= 3840 hours

	5 instrument mechs
	800

	10 electricians
	1600

	6 fitters
	960

	3 SMW's
	480


In year 2, it is planned to buy 12 new machines. Each will need less maintenance time though the maintenance cycle will still cover all machines. New manning standards are soon to be negotiated (start period 7). A 35 hour week will probably be agreed. The year 2 projection wil probably be

	Periods 1 - 6

	29 staff * 40 hours * 4 weeks
	= 4640 hours

	6 instrument mechs
	960

	12 electricians
	1920

	3 fitters
	1280

	3 SMW's
	480


	Periods 7

	1329 staff * 35 hours * 4 weeks
	= 4060 hours


Year 3 will see 24 new, larger machines introduced with 40 old machines scrapped. Maintenace of the new will be much less that for existing machines and will lead to a 33% cut in total maintenance time.. Projection for years 3,4,5 may therefore be

	20 staff * 35 hours * 4 weeks * 13 periods
	=36400 hours

	4 instrument mechs
	7280

	8 electricians
	14560

	5 fitters
	9100

	3 SMW's
	5460


This summation must account for new technologies not yet fully evaluated, productivity improvements on other parts of the business (eg impact on supervisors and other indirect staff), whether or not advantage will be gained from a multi-skililng policy rather than separate trades etc.

Staff Inflow Factors

Recruitment
· previous recruitment success - attractiveness of firm as an employer

· supply and demand in the area; recruiting and termination rates in the industry

· political legal regulation; registered disabled, community profile and equal opps, poltical pressure to avoid redundancies, trade union power

· Lateral transfers
· employee mobility. Is the skill type one which is "mobile"?

· present/expected surplus or shortage in other units/locations; company policy on internal transfers

· Vertical transfers (promotion/upgrading)
· experience with rates of skill development; development times; % of promotables by skill cluster/job level

· individual career or management appraisals

· present/anticip. levels of training - time, £ and facilities as well as output.

Staff Outflow factors

- consider also

· Wastage - voluntary and involuntary
· Voluntary (resignations)
- includes; marriage, pregnancy, leaving area, emigration, another job or to become self-employed, early retirement, unhappy with personal relationships.

Distingush male/female and identify the "returners to work" group from female staff overall. A more analytic line may account the several career lives of some women.

Many factors affect labour mobility; levels of external unemployment, pay competition with other firms, proportion of staff who are "cosmopolitans" as opposed to "locals" (ref 4), trends in the make-up of the work-force.

· Involuntary 
- covers; death (ill-health, natural causes or accident), retirement (ill-health, company policy on age and age distribution) and dismissal (summary dismissal, expiry of contract etc).

The HR manager should appraise the company's procedures for responding to the death of members of staff and also evaluate company accident and medical statistics.

In analysing retirements, decisions will range from planning retirement parties to ensure that retiring staff receive a good send-off to identifying whether any staff group eg supervisors is encountering a large % of retirements in its ranks. Even the Stock Market will be interested in the age of the Board of Directors and there will be concerned if no "heirs apparent" are available to succeed the present Directors.

· Dismissal including redundancy
Consider planned reductions (general or targetted to particular units) and how far natural wastage might reduce the need for forced severance.

Wastage Ratio (Crude Labour Turnover)

	Wastage Ratio % =
	Total number leaving (period)
------------------------------
Average No. employed (period)


Survival rate (indicator of stability)

Wastage or crude labour turnover is a poor statistic. We can be over preoccupied with labour turnover rates e.g. we had 14% turnover last year compared to 11.5% the year. This is often pointless.

Survival rates are a better indicator ie what % of staff in a particular group/skill cluster have > 5years service, > 4 ys, >3, >2, >1, <1 etc. Plot the trend on a graph.
NOTE: 
rates can change according to the firm's skill mix whilst general wastage patterns seem stable. The January figures below include Board, managers & prof. grades, admin/clerical staff, technician, semi- & unskilled staff, data processing staff, drivers etc. They all exhibit different mobilities. General wastage figures may conceal many rates and issues.

Wastage will be

· less amongst older staff (a point not lost on DIY retailers who have a policy of employing older rather than younger staff. Older staff know more about DIY, are more caring of customers and they are more reliable!)

· less amongst longer serving staff??? - a problem if many long-service staff are in a rut and have not kept up with changes in know-how requirements of their job - poses problems for training and development policies.

· wastage is less among men ??is it?? (consider the stereotypical attitude amongst male managers that "this makes women more unreliable when it comes to promotability!".



Exercise - from the table below

· Calculate the labour turnover (wastage)

· Comment on the average number employed versus the actual figures (take the range - high/low of monthly actuals).

· What is the net wastage - recruitment vs wastage actuals.? Comment on the figure obtained and its significance compared to wastage %.

Check avg no. employed against actuals at points within the period.

Table: (from Lynch)

	Month
	No. Empl.
	Recruits
	Leavers

	Jan
	2560
	12
	26

	Feb
	2546
	8
	18

	Mar
	2536
	23
	10

	Apr
	2549
	6
	10

	May
	2545
	30
	12

	Jun
	2563
	25
	12

	Jul
	2576
	25
	17

	Aug
	2584
	30
	30

	Sep
	2584
	25
	39

	Oct
	2570
	26
	35

	Nov
	2561
	25
	36

	Dec
	2550
	14
	34




Exercise:

Wastage is less among the more highly qualified/skilled/trained! Evaluate this proposition.

· Is this so for computer staff? Wastage may be less if staff receive considerable training from the firm (a reward).
· Consider Gouldner's arguments for locals and cosmopolitans in the internal and external labour markets.

· Appraise the implications of the suggestion that employees who been on expensive training courses who leave their company soon after should repay the cost of the training their firm incurred?



Things to follow-up on?

Spreadsheet and Database Skills
If you have found this resource useful and are interested in staff planning problems then develop e.g. your database interrogation skills further.

Most personnel data today is computerised. Being able to use a database (and/or spreadsheet) query language to count, summarise, calculate and graph frequency distributions etc from staff data is an important skill for a personnel manager.
Attend a database skills workshop for your personal development.

Special Exercise Topics

· Survey staff planning approaches of West London firms and staffing issues facing management. Visit and obtain information and compare findings to local & national trends and policies of other companies.

· Develop/present a staff planning model on a personnel computer which management may use to analyse trends and predict staffing problems.

· Research company approaches to the employment of older staff and the experience evident from the adoption of such policies.

· Survey selected medium sized companies and evaluate the range of staffing analysis techniques they use. Compare these to those used by a large multi-national.

· Appraise the staff planning objectives and manpower planning systems in use in a Regional Health Authority.



Reading

· Lynch J, Making Manpower More Effective, Pan 1982

· Legge, K, Power, Innovation and Problem-solving in Personnel Management, McGraw Hill, 1978

· Burns and Stalker, The Management of Innovation. Tavistock 1962 (see also summary in Pugh, Hickson and Hinings, Writers on Organisation, Penguin)

· See the work of A Gouldner as summarised in Pugh, Hickson and Hinings, Writers on Organisation, Penguin





 

 




[image: image4.png]


