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Executive summary 

Employees: the key to success

No matter what type of business you’re in, your success depends on fi nding and selecting the right 

employees. Employees play a crucial role in delivering products or services. Having the right people 

in the right place at the right time will improve your company’s ability to compete.

Two recent studies indicate that out of the many people management issues small business owners 

face, the ability to fi nd quality employees is the most important.1, 2 Studies also show that effective 

recruitment and selection processes lead to better business performance, including improvements in 

fi nancial results, product quality, productivity, and customer satisfaction.3, 4

Great hires have a tremendous impact on a company’s fi nancial results. Recent research in the 

manufacturing sector demonstrated that the best plant managers grew their business’ profi ts by 

130%, while the lowest performing managers showed no profi t improvement. The impact is also 

impressive when comparing sales performance in the fi nancial services industry. Top sales performers 

increased sales by 50%, while average performer’s portfolios remained fl at.5

Obtaining similar results requires the development of an effective recruiting and selection strategy. 

A successful staffi ng strategy incorporates the following key points:

 •   Effective recruiting is just good marketing. Just as you market your company’s products, be 

sure to market your company’s job opportunities. Don’t forget that while your company is 

evaluating applicants, the applicants are appraising your company. Make their choice easy.

 •   Use an effective employment planning system that considers how internal business decisions 

and external events or trends affect your staffi ng needs.

 •   Defi ne the job requirements for all of the key jobs in your organization. Outline the knowledge, 

skills, abilities and required results needed for each job. Use this information to develop hiring 

standards for each role and to assess job candidates objectively.

 •   Know where to fi nd employees — both internally and externally. Understand the local labor 

market and the costs and benefi ts of each candidate source.

 •   Build a pipeline of quality candidates by establishing relationships with key talent sources. 

Be sure those sources understand your fi rm’s recruiting needs. Be prepared for future employee 

needs.

 •   Understand the different kinds of fi t, especially fi t with the company and fi t with future needs. 

Make sure that a good fi t is the ultimate goal of your selection process.

 •  Comply with all legal requirements pertaining to the recruitment and selection process.

 •   Make sure you communicate with applicants in a clear and timely manner throughout 

the process.
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Toward an effective hiring strategy 
 
Successful employee selection and staffi ng involves more that just placing an ad in the local paper 

and choosing the best applicant. It involves a clear understanding of the entire selection process. It’s 

like a targeted marketing process where the target is the ideal candidate. The process should include 

a thorough understanding of how to locate and infl uence the target.

Marketing your organization is important because some of the ideal candidates may not even 

know your company exists. And for potential employees who are involved in the application 

process, remember that while you are evaluating them, the applicants are evaluating your company. 

The more clearly you can communicate the benefi ts your company offers, the easier it will be for 

your ideal applicant to make a decision.

But before you can market your company to ideal candidates, you need to develop an effective 

hiring strategy. The fi rst step in developing an effective strategy to fi nd and select the right 

employees is to thoroughly understand your company’s needs. Using an employment planning

and job requirement analysis process can help.

Needs Assessment

Employment planning

Employee turnover, business growth, seasonal products or services, and technology issues can all 

affect your need for employees. An employment planning process helps you identify the number 

and types of employees your company needs to meet its objectives.6 It’s a proactive way to estimate 

current and future staffi ng needs.

It’s critical to understand how internal business decisions and external trends or events affect future 

employment needs. For example, if you run a retail company with plans for an aggressive marketing 

campaign, you can expect more customers — and the need for more employees. In this situation, 

taking a proactive approach can help you ensure that you have an adequate number of employees.

Please also keep in mind that when estimating the number of employees you’ll need to hire 

during the year, you need to take into account those you estimate you’ll lose through attrition. For 

example, in the table below for a sample retail business, the growth in employee count from 50 to 

53 actually means the employer has to plan on hiring 15 people, not three.

Employment planning

Job requirement analysis
Job needs
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Sample employment planning model

 1st quarter  2nd quarter  3rd quarter  4th quarter Total year

Starting employees 50 50 55 55 --

+ Business growth 0 2 0 1 3

- Business contraction  0  0  0  0  0

+ Seasonal additions  0  3  0  0  3

-  Seasonal departures  0  0  0  -3  -3

-  Projected employee turnover  -3  -2  -1  -3  -9

+  Projected employee turnover 3  2  1  3  9
 to be replaced

=  Total projected ending employees  50  55  55 53  --

Total projected hiring +3  +7  +1  +4  +15
(= line 2 + line 4 +line 7)

Projected job openings  Sales reps; Sales reps; Sales reps; Store manager;

  Assistant manager Buyer IT  Advertising

     manager

Total projected terminations -3  -2  -1  -6  -12
(= line 3 + line 5 + line 6)

You should also be aware of things happening outside your business that may affect workforce 

needs, such as competitor actions or growth or decline in your customer base. Anticipating 

changes that can affect your workforce is as important as projecting the fi nancial impact of business 

decisions and external factors. But employment planning rarely gets the same amount of attention. 

An effective employment planning process remedies this and can help you project future needs 

more effi ciently.

Increased fl exibility 

A certain amount of fl exibility needs to be built into any good human resource planning process. 

This is especially true when it comes to employee recruitment and selection. Unanticipated labor 

shortages or surpluses can result in the need for layoffs on one hand or hurried hiring on the 

other. These situations could result in decreased morale or the hiring of employees who are not a 

good fi t for the job, not to mention the costs and loss of productivity that result from such events. 

Three common ways to build fl exibility into the process are through the use of contract workers, 

outsourcing, and fl  exible scheduling of current employees.

Hiring contract workers — for example, temporary employees from a local staffi ng company or 

consultants brought in to do a specifi c job — is one of the most fl  exible options. With contract 

workers, you don’t incur the long-term costs associated with hiring full-time employees.

Outsourcing is another option. It involves the transfer of whole components (usually components 

that are not core to the business) to an outside organization. For example, some companies 

outsource their human resource function, which allows them to focus on the core aspects of the 

business and allow the human resource outsourcer to deal with labor market fl uctuations.
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Another way to add fl exibility to the labor equation is to implement a fl exible scheduling program 

for regular employees. The use of weekend shifts, part-time employees, or seasonal employees can 

often benefi t the business by providing fl exibility. The use of these methods combined with effective 

planning and forecasting can greatly reduce problems caused by labor fl uctuations.

Job requirement analysis

The second base you can use to build a good recruitment and 

selection process is a clear understanding of the specifi c job 

requirements your company has — a job description or job 

analysis. This may seem like common sense — and it is — but 

too often, managers attempt to fi ll jobs without making 

a formal assessment of what they need.

To avoid making this mistake, perform a job analysis, which 

involves assessing the knowledge, skills, abilities and the results 

needed for the position that is to be fi lled. You can gather this 

information by:

• Analyzing the duties of the position.

• Discussing the job with managers who oversee the position.

• Talking to employees who are currently or previously in that position.

•  Performing an analysis of what the position has been in the past and what you hope it will look 

like in the future.

The goal is to have a clear understanding of the knowledge, skills, abilities and results you expect 

that are necessary for success in the position you are looking to fi ll.

A job analysis allows you to set minimum standards and required results that must be delivered 

for all positions, which will increase the probability of hiring the best possible fi t. It may also 

provide insight that will be valuable in developing current employees who fi ll similar positions. 

As we’ll discuss soon, the ideal characteristics of potential candidates should not necessarily include 

just qualifi cations needed for immediate success in a particular position; they should also include 

characteristics that your company needs for long-term success.

Sources

With the base of employment planning and a thorough analysis of job requirements for key 

positions, the next step in establishing a good recruitment and selection system is to understand 

the sources available for fi nding employees. If you 

focus on only one or two sources, you may miss out 

on fi nding the best person for the job. Sources of 

potential employees can be broken into two

general categories: internal and external. 

A certain amount of 
fl exibility needs to be
built into any good

human resource 
planning process. This 
is especially true when 
it comes to employee 

recruitment and selection. 
Unanticipated labor

shortages or surpluses
can result in the need for 
layoffs on the one hand

or hurried hiring on 
the other.

If you focus on only one 
or two sources of applicants, 
you may miss out on fi nding
the best person for the job.
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Internal sources

Internal sources include all of the people currently employed by your company. In some cases, you 

may want to also consider contractors and/or temporary employees who work for your company. 

One benefi t of using internal sources is that you have the opportunity to observe and evaluate

employees’ skills fi rst hand, which allows you to assess qualities that are diffi cult to appraise when 

dealing with an external applicant.

Another advantage to hiring internally is that internal employees already know about the company 

and the job. This can shorten the learning curve. Although if you hire an internal employee, you 

may have to fi ll the position they leave to take the new job, it’s generally easier to fi ll lower-level 

positions. It pays to keep current employees in mind for future promotions, and you can use the 

same techniques discussed in the employment planning section of this paper.

External sources

Not all positions can be fi lled with internal employees. And there are advantages in some cases 

to bringing in outside people. For example, an outside person can bring in technical expertise or 

specifi c skills not currently held by internal employees. External candidates can also bring fresh ideas 

and new perspectives to the organization.

There are many different sources you can use when looking for potential employees. Each brings 

different costs and benefi ts. Below is a list of some of the more standard sources with their basic 

benefi ts and drawbacks.

Advantages and disadvantages of different sources
of employees

Source

Direct applicants

Referrals

Advertisements

Public employment agencies

Recruiters or 
temporary agencies

Colleges and universities

Advantages

Already interested and usually 
knowledgeable about the organization;
low cost

Referred by those familiar with the needs 
of the organization; individual referring 
can help sell the opportunity; lower risk; 
low cost

Generate many applicants with 
diverse backgrounds

Good source of lower skilled labor; 
potential government incentives; low cost

Good source of some kinds of skilled labor;
applicants are pre-screened; temporary
arrangements or trial arrangements may
be available

Good source of highly skilled employees; 
defi  ned level of education as well as area 
of education; may have their own 
recruiting system

Disadvantages

May not match current needs;
higher risk

Potential for biased information from
the person referring, especially for 
friends or family members

Too many applications, too much
variety in skill sets; expensive

Generally not a good source for 
highly skilled positions

More costly

More costly; availability is seasonal
(graduation)
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All of these sources can be useful, depending on your company’s needs. It pays to be aware that 

the costs associated with each of these sources can differ signifi cantly. You should weigh both your 

needs and the costs before making a decision.

Selection

After deciding which sources to use to fi ll an open position, you can move to the selection process. 

The purpose of the selection process is to assess fi t, or how well an applicant’s skills match your 

company’s needs. Generally, the higher the level of fi t, the better the potential for success. Basically, 

there are three types of fi t:

  Fit with the position — This is the most obvious type of fi t; it indicates whether or not the 

candidate has the qualifi cations to do the job.

  Fit with the organization — This refers to how well the applicant fi ts with the company culture.  

For example, if your company is organized around a teamwork concept, you want to make 

sure you hire team players.

  Future fi t — This refers to the applicant’s fi t with future needs, or future opportunities within the 

organization. To be proactive, you should assess candidates based on their long-term potential. 

Research shows that companies that hire for the future actually experience a fi nancial benefi t 

over companies that don’t.7

Selection process

To make sure they get the best fi t, successful businesses generally follow a fi t-assessment process:

Source

Professional Societies

Internet Services

Advantages

Good source of employees with very
specifi c skill sets and industry experience; 
low cost

Searchable database; large set of potential
employees; most services provide online
resume screening based on hiring criteria;
lower cost than traditional advertisements
or recruiters

Disadvantages

Members may not be looking for
employment; not all jobs have 
professional societies

Too many potential employees; 
little up-front information about
quality; higher risk

Employee
sources

Screening Testing Reference,
background 

check
and/or drug

screening

Interviewing Candidate
evaluation

and decision

Job fi t
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While screening candidates, most managers take an initial look at the applicant pool and evaluate 

each individual. The two most commonly used methods of evaluation are through resumes and job 

applications (or sometimes both). They typically provide an overview of the candidates’ education, 

work experience and other accomplishments.

One disadvantage to soliciting resumes is that the applicant chooses both the format and content, 

which can lead to at least some bias. Job applications can provide similar information in a format 

and with content of your choosing, making them less biased. You can design a job application as a 

simple summary of work experience and/or education, or you can choose to include detailed essay 

questions. The important thing is to design the application so that it’s convenient for the decision 

makers to assess.

The initial screening can narrow down the applicant pool for the next stage of the process, which 

may include testing. You may not need to use testing, depending on the position. But in some cases, 

it is a good way to assess fi t and employee skills. There are many ways to test applicants, including 

standardized methods like cognitive ability tests or skills tests that assess the applicant’s general 

aptitude. You can also devise specifi c tests for the position, but that’s generally more expensive.

After testing, or as part of the testing, comes the interview. Though some employers rely solely on 

interviews for appraising candidates, research shows they are one of the least reliable methods of 

assessing fi t.8

However, there are ways to make interviews more 

effective. Informal interviews are the least effective 

and involve unstructured discussion with the applicant 

about various aspects of their education, training, work 

experience, and interest in the job.

Structured interviews, in which you use a script of 

questions and take notes either during or after the 

interview, are more effective in assessing applicant fi t. 

Two commonly used structured interview forms 

you may want to consider are the behavioral and 

situational interview:

 •  Behavioral interviews involve asking applicants to respond to questions involving past 

experience, such as discussing a time when they dealt with a diffi cult deadline.

 •  Situational interviews involve asking applicants to described how they would react in a 

hypothetical situation.

Sometimes it is helpful to
have more than one person 

involved in the screening 
process. It can help eliminate 

bias and increase the 
probability that the potential

employees chosen in the 
screening process fi t well with 

the company and not just
the needs of one manager.
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Regardless of which method you choose, the structured interview provides several benefi ts over 

an unstructured interview:

 •  First, it allows you to outline what you want to fi nd out from the interview beforehand and 

ensure that the interview is going to accomplish that goal.

 •  Second, it allows you to compare the results of the interview across multiple job applicants.

 • Third, it allows interviews of a single applicant to be compared across different interviewers.

 • Fourth, it allows managers without extensive interview training to conduct applicant interviews.

Like the screening process, any kind of interview is more effective if multiple interviewers are 

involved in the process. Many companies have applicants interview with several individuals to ensure 

a well-rounded view of each applicant.

The interview process narrows the fi eld of applicants further and is followed by the checking of 

references and background. This part of the process is not necessary for all jobs, but it can be 

important when assessing the integrity of the information provided by the applicant is important, 

such as positions requiring security clearance. It may also be a good idea to have a drug screening 

policy in place that includes pre-employment drug screening for the most common types of illegal 

drug use. (You may want to consider outsourcing this function so you don’t have to  independently 

negotiate with a collection site, coordinate with a testing lab or retain a certifi ed medical

review offi cer.)

After you complete these steps, it’s time to make a decision on who should get the offer. Again, this 

process should focus on the fi t and the candidate’s skills in relation to your needs. If you’ve involved 

other people in the selection process, it’s a good idea to make sure you gather all of their feedback 

so you can use it when making the decision. Remember, the higher the level of fi t, the better the 

potential for success.

A candidate evaluation matrix can be a good tool to help you assess candidates objectively. It 

can be as simple as rating candidate skills on a high/medium/low scale (see sample below). The 

point is to have a fair way to compare candidates. This will not only help you make an objective 

decision, it could also reduce your exposure to discrimination claims.
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Candidate matrix

 Candidate #1  Candidate #2  Candidate #3

Required knowledge #1 High High Medium

Required knowledge #2 Low High  Medium

Required skill #1  Low  Low  Medium

Required skill #2  High  High  Low

Required ability #1 Low  Medium Medium

Required ability #2 Medium  High  Medium

Required result #1  High  High  High

Required result #2  Low  High  Medium

Overall rating  Low  High  Medium

Keep in mind 

As you think about your recruiting and hiring strategy, keep in mind that there are legal 

requirements and restrictions related to the testing and interviewing portions of the process. It is 

important to make sure that every manager or employee involved understands these requirements 

and is operating within the legal guidelines.

Please also remember that timely communication between your company and the applicant is

important throughout the process. Clear communication can help establish trust with new 

employees and can prevent you from needlessly alienating applicants who might not be suitable for 

the current position but may be a good choice for a future opening.

Putting it all together

As an employer, you’re faced with a multitude of decisions on where to invest your time, effort 

and company resources. Upgrading your company’s recruiting and hiring practices takes planning 

and effort, but the potential fi nancial impact to your business makes it’s worth doing well.

Sales, profi t and customer satisfaction improvements are driven by the quality of your fi rm’s 

employees. An investment in the development of effective recruiting and selection practices 

pays dividends by helping your fi rm hire the exceptional talent needed to help businesses grow 

and prosper.

After all, your company’s success is at stake. Effective recruiting and selection practices are a 

powerful investment in the future of your business.
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