Chapter 9
The Human Resource Plan: How Do You Develop the New Venture Team and Employees

INSTRUCTOR MATERIALS

Entrepreneurial Profile—Don Wilkes, CEO AZ Technology

Think it Over:
1. How does Dan attract and keep good people at AZ Technology? 
He hires people of all capabilities from other scientists to engineers, technicians, and clerical people. But they all learn to work together as a team. Dan has fun watching the teams grow. Dan allows his people to grow by letting them create their own businesses within his business. 
2. What benefits can you expect from establishing a team environment in a small business? 
A team can accomplish more than one person can accomplish alone. A team can also provide support to team members that are experiencing personal and/or professional problems. 
The Elevator Pitch
This skill-builder puts you in the role of job seeker. You need to work on your own elevator pitch to win a job. You can read the attached article http://www.forbes.com/sites/nextavenue/2013/02/04/the-perfect-elevator-pitch-to-land-a-job/ and learn more about the nine steps to follow, which are listed below, to help you to develop your own pitch to present in class. 
1.	Clarify your job target. 
2.	Put it on paper.
3.	Format it—Who are you? What do you do? What are you looking for?
4.	Tailor the pitch to them and not you.
5.	Eliminate industry jargon.
6.	Read your pitch out loud.
7.	Practice, practice, practice (then solicit feedback). 
8.	Prepare a few variations.
9.	Nail it with confidence. 

Think about it: 
What score do you give your own pitch?
Great  pitch  							Terrible pitch
		       3			2				1

1. Would you hire yourself? 
Hopefully, each student will like their own elevator pitch, but the student and their professor should look at the pitch with an honest evaluation. If the student and professor our honest, they can learn how to improve the pitch.
2. How would you improve your own pitch? 
Answers will vary. But, could you improve the target person you want to impress? Did you remove industry jargon? Did you practice the pitch over and over until you could deliver it flawlessly.
3. What is the hook in your presentation for the company to hire yourself? 
Answers will vary. However, there should be some part of the personal job pitch that will catch the attention of the interviewer. The hook might be previous job experience, a special skill, or a very pleasant disposition. 




Answers to Review and Discussion Questions

1. What is the role of the new venture team in starting a new business? 
Area professionals hold regular meetings and act as advisors that can be part of a new venture team and provide the support and expertise to properly organize and prepare the business for future growth. The small entrepreneur should consider his or her new organization as a team effort where everyone is working to help achieve their vision.
2. What is the difference between a board of directors and a board of advisors?
The board of directors is a group of individuals who are elected as, or elected to act as, representatives of the stockholders to establish corporate management related policies and to make decisions on major company issues. In comparison, a board of advisors is a small group of people who meet periodically to offer advice and direction to a company. Members of the board of advisors do not usually have a share in the company and, therefore, do not bear legal responsibilities for the company's actions.
3. Define job descriptions and job specifications. What is the difference between them? Why are they important?
Job descriptions, which are the duties and requirements of the job, define the job, while job specifications set forth the specific skills and training of the people hired to perform the job functions and define the characteristics or attributes necessary to do the job.
4. If you had to recruit new employees for a small business, what sources would you use?
Techniques for recruiting employees varies from business to business and among various types of businesses. Many small retail stores tend to rely primarily on a "Help Wanted" poster in the window. Classified newspaper advertising can also be a source for locating potential candidates. Other sources of applicant supply could include walk-in candidates, recommendations by current employees, public and private employment agencies, schools and advertisements in trade magazines, and online sources, such as for free on Craig’s List or for a fee at Monster.com and Career-Builder.com. 
5. How would you select a good employee? List some of the methods available.
· Application Form. As part of the selection process, the recruited candidates are typically asked to complete an application. Organizations may use different application forms for different jobs. For professional jobs, a résumé may replace the application form.
· Screening Interviews. You may conduct screening interviews to select the top candidates who will continue on in the selection process.
· Testing. Tests can be used to predict job success, as long as the tests meet EEOC guidelines for validity (people who score high on the test do well on the job) and reliability (if people take the same test on different days, they will get approximately the same score each time). Although not too common today, you can also have job candidates take a physical exam, including a drug test.
· Background and Reference Checks. You should verify the information on a candidate’s application form and/or résumé. Many applications contain false or erroneous material. For example, people have stated that they have earned college degrees when they have never even attended college.
· Interviewing. The interview is usually the most heavily weighted and the last of the steps in the selection process. The interview gives the candidate a chance to learn about the job and organization. You get a chance to assess things about a candidate that can’t be obtained from an application, test, or references, such as the candidate’s ability to communicate and his or her personality, appearance, and motivation.  	
6. How would you train a new employee? List several methods and explain each.
Training the employee for the job make take more than one day. Providing good training tends to result in better retention of employees and less engagement of neglectful behavior. A new employee should receive an orientation program to learn about their new company. 
One training technique that really works well is job instructional training. Job instructional training involves four steps:
Step 1. Preparation of the trainee. Put the trainee at ease as you create interest in the job and encourage questions. Explain the task objectives and quantity and quality requirements, and discuss their importance.
Step 2. Presentation of the task by the trainer. Perform the task yourself slowly, explaining each step several times. Once the trainee seems to have the steps memorized, have him or her explain each step as you perform the task. Prepare a written list of the steps in complex tasks and give a copy to the trainee.
Step 3. Performance of the task by the trainee. Have the trainee perform the task slowly while explaining each step. Correct any errors and be willing to help the trainee perform any difficult steps. Continue until the employee can perform the task proficiently.
Step 4. Follow-up. Inform the trainee of those who are available to provide help with any questions or problems. Gradually leave the trainee alone. Begin by checking quality and quantity frequently, then decrease the amount of checking based on the trainee’s skill level. Watch the trainee perform the task, and be sure to correct any errors or faulty work procedures before they become habits. Be patient and encouraging.

7. If you were to recruit a friend or classmate to work in your company, what persuasive arguments would you use?
We would tell our friend about multiple areas of the company that make the company a good place to work. Salary and benefits are normally covered. However, we could also emphasize the benefits (e.g., health care, dental, life insurance, and a matching retirement program are all good benefits to attract a new employee). At the same time, being able to tell my friend that he will receive a regular salary increase and the potential to receive a promotion would motivate our newest employee.
8. Are acquaintances or relatives a good source of employees? Why or why not?
You can look to your friends and family members to provide some financial and social support. Family and friends are often proud their relative has started a business and are often eager to support the new business idea. However, friends and relatives cannot expect favoritism on the job. Like all employees, they will have to do their job well and be able to work with their coworkers.
9. Define "internal consistency of wages." Why is this an important concept?
Internal consistency means that high worth jobs (to the company) get paid more than low worth jobs, and it involves making certain that your firm's job and pay relate their worth to the organization.
10. Define "external consistency of wages." Why is this an important concept?
External consistency is when the pay structure corresponds to the community wage structure, which measures that your workers are rewarded at a rate of pay that is comparable to the marketplace. External consistency of wages is important for companies to be able to attract and retain talented employees.
11. What methods would you prefer for a training and orientation program for a small electronic company employing ninety-five people? 
Training on the job would be effective to help all ninety-five employees to be trained. Employees could attend an orientation about the new training program that will be introduced. Then, each employee could receive on-the-job training for their specific job. Employees should attend training seminars and conferences to update their skills on an annual basis. 
12. Why is a performance appraisal system necessary? How do you institute such a system?
After you hire and train employees, you need to know how well they are performing. The performance appraisal has two major goals. First, as you assess the employee’s performance, you can improve it through coaching and additional training, so it is developmental. Second, your assessment should be used to make administrative decisions regarding if the employee should be terminated for poor performance or possibly be given a promotion if you grow your business. Of course, the major decision is regarding pay raises. 
13. Assuming that you like a prospective employee in the initial interview, do you think it is necessary to check references? Why or why not? How reliable are the references likely to be?
You should always check references. The best potential new employees should also have a strong list of references. 
14. Evaluate the pros and cons of increasing the minimum wage in your home state or country.
A higher minimum wage will increase the cost of doing business for a business. The business will react by laying off, or giving each employee less hours, to lower their costs.
15. What is the impact of Obamacare on the role that small-business people play in offering health care benefits to their employees?
Obamacare has helped more people to have insurance. There has been a cost to build Obamacare. The Obama care.gov web-site has been unable to answer all the requests from citizens to join the health care program. 

Application Exercises
Each chapter has a series of exercises requiring you to apply the specific text concepts. When doing these exercises, be sure to select a specific business, where applicable, You can select a business where you worked or a business you would like to own someday. Answers for each exercise should be approximately one page.
1.     Interview four small business owners. Have any preparations been made for management succession development? If so, outline these plans. Does the presence or lack of a management succession plan indicate any general "laws" you might say apply to small business?
2.     Interview an established small business owner. Determine if the owner has job descriptions and specifications. If such descriptions and specifications are not present, ask the owner how he or she knows what everyone is supposed to do. Prepare a report on your findings.
3.     Using the same business as in question 2, take several of the job descriptions and job specifications and see if the jobs and people match the written specifications. If not, prepare realistic specifications. Report on your findings and include as exhibits the job descriptions and specifications. If there are no specifications, prepare the job descriptions and job specifications for two jobs in the company.
4.     Interview a small business owner and find out how candidates are recruited. What sources for candidates are used? How would candidates be evaluated and on what basis would the final choice be made?
5.     Using the same business as in question 4, determine how the owner trains and orients new employees so that they will acquire competency on the job as well as being comfortable in the company.
6.    Determine how, using the same company as in question 3, employee compensation is determined, how employees are evaluated, and how raises are determined. Report on your findings.
7.    Prepare a report for the business in question 4 discussing your recommendations for improving the personnel policies of the company.
8.    Go to your college or university placement office and ask him or her to help you prepare a résumé you can use in your job search.
9.    Examine your local and regional newspapers to see the job vacancies listed for small businesses. Be sure to have some criterion for judging which advertisements are for small business. Report on your findings about the kinds of jobs available.
1O.    Ask the owner of a business whether or not he or she is subject to federal, state, or local regulations concerning his or her workers. Include in your report items such as tax and workplace requirements.
Answers will vary for all above questions.

Application Situations 
1.  Julius Sanchez Answers

Julius Sanchez was hired as an administrative assistant in a local manufacturing company. Julius had been a business major in college and he reported to work yesterday morning. Having been recruited and hired last week, he was given a job offer and a brief outline of employee benefits. Based on the letter and his conversations with the recruiter, he decided to join the firm. Upon arrival, the recruiter assigned him to a desk and told him that he would be assisting Joe Samuels. The recruiter then left Julius sitting at his desk. After sitting there for twenty minutes, Julius asked the first person he saw where Joe Samuels was and was told that he was out for the morning but would be back in several hours.
In fact, several hours later Joe returned, greeted Julius, and said, "Well, I guess I'll have to train you, although I don't know how I'll fit it into my schedule. Don't worry though. Follow me around for several weeks and you'll be able to handle yourself."

l.   Given the above, how would you rate the company's orientation and training efforts? What are the positive and negative aspects of this approach? 
It would be hard to say that anything was positive about the training and orientation program. Julius was left on his own to learn about the company and his job.

2. How would you orient Julius in his new job? Develop a standard orientation program for this company.
An orientation program should be an organized process of helping new employees to learn about the company and their jobs. So, the first day of orientation should be to teach the new employee about the culture of the company. The second day should be about the healthcare, insurance, dental, educational and other benefits offered by the company. The third day would be to learn about the specific division or area where the employee will work. The fourth day would be a tour and meet-and-greet with all the employees where he or she will be working. The fifth day would be the start of an apprentice/mentor-like situation where the new employee learns about their job from an experienced worker in that area of the company. This apprentice/mentor relationship should last at least one year.

3. From the company's approach, it seems that its total orientation relied on older, experienced workers mentoring the new workers. To what extent should a company rely on the worker to introduce and orient new employees? Is this a good approach? Will newcomers really learn how the firm works? If this approach has validity, how important should it be in the company's overall orientation program?

New employees should be introduced to the company by the Human Resource Department. The HR people should teach the employee about the company and the benefit package. However, a veteran employee from the area where the new employee will be working is important. The veteran needs to help the rookie employee to understand their new job. Hopefully, this apprentice/mentor-type relationship will be positive and last a long time.

2.   Tony Moore Answers
Tony Moore worked for the Downside Market as produce manager for sixteen months before he finally asked the market manager if he could speak with him. In the manager's office, Tony explained that, while he enjoyed the work and felt he was doing a good job, he hadn't had an evaluation of his performance. Keelson, the manager, replied, "Don't worry, Tony. You're doing a good job. Keep it up and you'll have my job someday." Keelson then shook Tony's hand and returned to work.
l.   If you were Tony, how would you feel? Would you be justified and what are you really looking for?
No. Tony deserves to have a formal performance review that is documented as part of his personnel file.
2.  Design a formal evaluation procedure for this market.
A produce manager should be evaluated on his or her customer service, cleanliness of the produce area, the freshness of his produce, the proper rotation of older and new product, minimization of waste produce that needs to be thrown away, and the proper pricing of his product. 
3. Do you think that Keelson should have been better able to handle an evaluation? Design a procedure Keelson could follow in performing employee evaluations.
The following is an evaluation form to review Tony’s overall performance.
	
	Excellent Performance
	Good Performance
	Poor Performance
	Very Poor Performance

	Customer service
	
	
	
	

	Cleanliness of the produce area
	
	
	
	

	Proper rotation of older and new product
	
	
	
	

	Minimization of waste produce
	
	
	
	

	Proper pricing of his product.
	
	
	
	

	Attendance at work
	
	
	
	





Answers to Case Questions
Buzz Marketing Group: Hiring a Professional to Handle Your Human Resources

Think it Over:
1. Do you think it is ethical to hire an outside human resource consultant to handle personal information? 
We agree that it can be cost effective to hire an outside consultant like Paycek to handle the human resource function for the company. Although the information might be personal, the hired consultant has a responsibility to keep all information confidential. 
2. Based on information in the chapter and the case, what retirement pension programs could Tina Wells offer? 
Tina should conduct some research before designing a retirement program. For example, Stuart Robertson in a Forbes article titled The Top Three Retirement Plans for Small Business, March 29, 2011, offered this advice:

Three options stand-out depending on what you want to accomplish with your plan and how much flexibility you need. These are: 401(k) plans, SEP IRAs, and SIMPLE IRAs. Now for a quick quiz. Simply answer these questions and you’ll start honing in on the best fit for your business:

Can I afford a match for my employees?
Do I want to allow employees to contribute to the plan?
If so, will some want to save more than $11,500 a year?
Do I need flexibility to access the funds prior to retirement for emergencies?
How important are managing future taxes (a Roth option) versus my tax needs today?

Answers to Global Case Questions
Richard Branson: The People Behind Virgin Airlines
1. What professional advisors do you think are most important for Branson to reply upon?
Richard trusts his managers to run their business and look for creative opportunities to make their business the dominant business in their industry. Richard also trusts his non-management employees to be hard-working and loyal, although, like the case states, he can be supportive when an employee is honest about a mistake.

2. Which of the bulleted items in the case relate to attracting, developing, rewarding, retaining, and/or terminating employees? 

1. Attracting: Branson believes his Virgin airline crews should be cheerful, smiling, and pleased to help. People on the frontline are your key assets. Those are the people that customers see.
2. Developing: Develop your employees so they can run your businesses. Listen to your people when they have an elevator pitch for a totally new business.
3. Rewarding: Give people a second, if they deserve it.
4. Retaining: A good leader, one that listens to his people, is needed if he expects to retain his people.
5. Terminating employees: Step in to replace a manager and restore staff morale and the sense of management’s trust in them, if it has been broken.




Additional Elevator Pitches
Linda Ballentine. President, Crowning Touch Senior Moving Services

http://www.nbcnews.com/video/your-business/31875791#28962966

Would you invest $600,000 in Linda’s Senior Citizen Moving Service?



Additional Business Plan (Appendix B)

Students should have a section of their business plan devoted to human resources and the new venture team. Students should determine who will be on their new venture team, which can consist of any of the following different professionals: the founder(s), the board of directors, the board of advisors, investors, lenders, mentors, professional advisors, lawyers, accountants, bankers, insurance agents, and consultants.

Besides the new venture team, students should consider the rate of pay for their owners, key managers, and non-management employees. Students can write job descriptions for key employees.



Paper Clip Entrepreneurship Challenge

Students should reflect back on the new venture team they used for their paper clip entrepreneurial challenge. Who did the student consult with to help negotiate exchanges? Did they consult with family members, friends, faculty, fellow students, advisors, mentors, or consultants?



College Entrepreneurial Spirit Award Winners

Student nominees should be evaluated based upon whether they have developed a venture capital team. Students with a business should be asked who they have consulted with to start their business. Some potential answers include the founder(s), family members, friends, faculty, fellow students, a board of directors, a board of advisors, investors, lenders, mentors, professional advisors, lawyers, accountants, bankers, insurance agents, and consultants.


Community Entrepreneurial Spirit Award
The community business nominees should also be evaluated based upon whether they have developed a venture capital team. Compared to the College Award, the community businesses are more likely to use many of the potential listed venture team members, including the founder(s), family members, friends, faculty, fellow students, a board of directors, a board of advisors, investors, lenders, mentors, professional advisors, lawyers, accountants, bankers, insurance agents, and consultants.




ANSWERS AND MATERIAL IN THE STUDENT SUPPORT MATERIALS


Practice Quiz

Multiple Choice Questions

1. The new venture team can be any of the following professionals except for:
(a.) The founder(s)
(b.) The board of directors 
(c.) The board of advisors
(d.) **The customer(s)

2. The new venture team can be any of the following professionals except for:
(a.) Investors
(b.) Lenders 
(c.) Mentors
(d.) **The government

3. The new venture team can be any of the following professionals except for:
(a.) Professional advisors
(b.) Lawyers
(c.)***The local media
(d.)Accountants

4. The new venture team can be any of the following professionals except for:
(a.) Bankers
(b.) **Internet Provider
(c.)  Insurance Agents
(d.) Consultants

5. Staffing, placing the right people in their respective jobs, includes all of the following activities except:
(a.) recruiting
(b.) hiring of people
(c.) ** marketing
(d.) training


True or False Questions
6. Job specifications are the duties and requirements of the job and serve to define the job.  
False. This is the definition of job description.

7. Job descriptions set forth the specific skills and training of the people hired to perform the job functions and define the characteristics or attributes necessary to do the job. 
False. This is the definition of job specifications.

8. Internal consistency means that high worth jobs (to the company) get paid more than low worth jobs, and it involves making certain that your firm's jobs and pay relate their worth to the organization. 
True. 

9. External consistency, where the pay structure corresponds to the community wage structure, ensures that your workers are rewarded at a rate of pay that is comparable to the market. 
True.

10. Recruiting refers to the first step in staffing, which is finding people. 
True

Weblinks

http://www.fastcompany.com/1677217/report-human-capital-new-venture-capital. 
This Fast Company article discusses the demographic data of founders. The data reveals that in most states new founders still tend to be white males. However, although we think investors are looking for teenagers like Zuckerberg at Facebook, in reality 67% of all founding teams fall within the 35–54 age group. The article can be used for a great deal of research and discussion. 

http://www.adp.com/solutions/small-business/services/human-resources-management.aspx. 
ADP is an example of a human resource consultant often used by many small businesses. Students can be asked to make a list of the advantages of using ADP.

http://www.sba.gov/category/navigation-structure/starting-managing-business/managing-business/running-business/human-re. 
The SBA offers a site full of policies that a small business should incorporate to comply with human resources issues. These policies include workplace posters, child labor, unions, terminating employees, and hiring people with disabilities.


Additional Entrepreneurial Profiles
Oberon Associates (A Stanley Company)

Jodi Johnson & David Young, Co-founders
9700 Capital Court, Suite 301
Manassas, VA 20110
Visit our web site: http://oberonassociates.com
Business Classification:
defense/government contracts
Year Founded: 2002

Key Question:
How do I build a big business fast?

Think about it
If you are trying to start a business now, can you think of a person or two whom you would love to have on your dream team?  What would keep you from recruiting them?  If you are stuck and need to find new talent to move your business ahead, can you think of a person or two you should try to go after?  Who are the people you most admire in your life?  Do they work for you now?  If not, why not?

 
Partner with people you know. One founder at the top who is bull-headed and driven can create a company from scratch if he has plenty of money or personal charisma. With money and charm one can win people over and get them to work hard even if you hire them off the street.

However, a better formula for growing a business fast is to recruit people who have a proven track record that you have experienced personally. They could be customers, colleagues, family members, high school friends, college chums, or even your children. The point is you know the person through and through. You have seen them succeed, you know their strengths and weaknesses, and you know they will deliver for you in good times and in bad times.

This is the case with Dave and Jodi. Dave was Jodi's boss at their old company, and even though they started Oberon as equal partners, Jodi obviously has no problem deferring to Dave and vice versa. They are a well-oiled machine. They have defined areas of responsibility, great respect for each other, and a warm collegiality between them that sets a comfortable, cooperative tone for the entire firm.

Leadership is always difficult, yet the load is lightened when at the top, with the founders, you can share the heavy burdens.   

Additional Elevator Pitches
[bookmark: _GoBack]Linda Ballentine. President, Crowning Touch Senior Moving Services

http://www.nbcnews.com/video/your-business/31875791#28962966

Would you invest $600,000 in Linda’s Senior Citizen Moving Service?

The VCs were wondering if Linda can explain how she is going to protect her moving services against all the little moving trucks.



90-Second New Venture Pitch
Students should include a brief description of their new venture team as part of their elevator pitch. They should include the names of well-known co-founders, lawyers that have been consulted about a patent, or a bank that is interested in providing a loan to increase the quality of the pitch. If a bank is interested in providing a loan, then venture capitalists will also become interested in including their own money. 


Additional Application Exercises and Situations

1. Visit the SBA and find the Human Resources webpage. List and explain five different areas that small businesses are required to follow.
2. Find an article that discusses the formation of a new venture team. Review the article and discuss what a company learned from the article.

Answers will vary for the above questions.
© Taylor & Francis 2015

