Decide to Outsource or Hire  

Now that you've defined your talent requirements, it's time to make an important decision. Should you hire a full-time employee or should you outsource the work to a contractor or temporary employee? Your decision depends on whether the position will improve your profitability—increase revenue and/or reduce your costs—and whether you can actually afford to hire someone.

Hiring a full-time employee is a big decision for most small business owners. In many cases, you'll be better off selecting another option rather than hiring a full-time employee and assuming the legally mandated responsibilities and costs involved. Savvy business owners exhaust all other options before making the decision to hire a full-time employee.

Consider the points listed below when you make this important decision for your business. 

	1. PRIVATE
Carefully research the costs of hiring someone who meets your talent requirements. Assume you will have to pay a competitive salary or hourly rate, plus benefits. 

2. Calculate the real upfront costs of recruiting and hiring: 

3. Advertising the position 

4. Employment agency fees 

5. Employee referral fees 

6. Your interviewing time and expense 

7. Your training time and expense 

8. Consider all the hidden costs of hiring employees: 

9. Payroll taxes 

10. Legally mandated benefits like workers' compensation, etc. 
	11. Consider how difficult it will be to hire the kind of individual you're looking for. Is the talent you're looking for in high demand and in limited supply or is there an adequate supply of talent in the local marketplace? 


12. Consider your own past performance in hiring employees. Have you had a lot of experience and success making hiring decisions? How many bad hiring decisions have you made in the last couple of years? 


13. Remember how difficult it is to hire really good people! 


Your task in this worksheet is to evaluate the benefits and costs of hiring a full-time employee or outsourcing the work.

14. Review your growth goals and operating budget. You need to have both your goals and your budget in mind as you make the outsource vs. hire decision. 

Growth Goals

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

Operating Budget

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

15. Determine the tangible and intangible benefits you could realize if you hire. Forecast the extra income a new employee could generate in his/her first year with your business. If you're hiring a sales associate, for example, forecast the amount of new business he or she could bring in. If the individual's work is not so directly connected to the bottom line, make your best estimate of his/her impact on your business profitability. 

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

Consider other less tangible ways that a new employee could help you achieve profitable growth. For example, could this new employee free you up to do the following:
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Spend time with valued customers to ensure their continued business

[image: image2.wmf]

Attract and win new business
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Develop new products or services 
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Work on operational or financial projects to make your business more profitable or accelerate its progress toward your growth goals
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Other:

____________________________________________________________________________

____________________________________________________________________________


16. Determine the costs of hiring. 

· Calculate the minimum salary and benefits you would have to pay the first year.

____________________________________________________________________________

____________________________________________________________________________


· Add the extra costs involved in recruiting and hiring a full-time employee.

____________________________________________________________________________

____________________________________________________________________________


· Add the costs of orientation, training, mentoring, and supervision.

____________________________________________________________________________

____________________________________________________________________________


17. Compare benefits with costs and decide whether to hire. If the benefits (tangible and intangible) exceed the costs of hiring, you can justify hiring a full-time employee. But if the costs exceed the benefits, you should explore the following options: 

	PRIVATE
Type of Hire
	Benefits
	Costs

	Part-time Employees
	
	

	Independent Contractors
	
	

	Temporary Help
	
	

	Leased Staff
	
	

	Student Interns or Volunteers
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