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Introduction 
HR maintains vital functions that support organizational success. But 
building an HR department from scratch can be a daunting task, even at 
organizations with significant resources. For small businesses, HR burdens 
tend to fall on a single employee. In fact, in 40% of SMBs, the owner is 
responsible for all HR functions.1

HR has many responsibilities, such as ensuring the organization is fully 
compliant with state and federal employment regulations. Managing 
compliance issues in an ever-evolving regulatory landscape can be a 
full-time job on its own. But for many HR stakeholders, it’s just one 
responsibility among many. A recent survey of JazzHR customers revealed 
that creating a welcoming culture and hiring qualified candidates were 
among their top challenges when building HR programs.

Developing organizational charts, defining job roles, creating hiring 
strategies and ensuring employees are fairly and accurately  
compensated are just a few of the tasks HR must accomplish to support  
the company’s goals. 

Building an effective HR department isn’t easy, but with the right tools and 
knowledge, even small teams can achieve great results.

https://www.jazzhr.com/
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Organizational Design
To build an effective HR department, you need to first understand the needs of 
your organization. Creating a list of priorities will help you determine which tasks 
to complete first. For example, if your company needs new employees, then 
getting your recruiting operations up and running is likely high on your to-do list.

Once your priorities are established, you can develop the structure of the HR 
department. Determining the responsibilities of each HR stakeholder will help you 
allocate tasks efficiently. If you’re a team of one, then you’ll likely need to identify 
tools to help you perform administrative tasks.

With the structure of your HR department in place, you can extend that 
framework to the rest of the organization. Only about 25% of SMBs are confident 
in maintaining an organizational chart.1 Having visibility into your company’s 
structure will help you find and fill disparities between your talent needs and 
current available human resources. 

https://www.jazzhr.com/
https://www.jazzhr.com/
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Compliance
According to a recent survey of JazzHR’s 5,600+ customers, 46% of SMBs cited 
compliance as their top HR challenge when first starting out. Understanding 
which laws apply to your business and ensuring compliance is stressful because 
even one mistake could be costly. 

Worrying about HR compliance is justifiable. Since the year 2000, employment 
lawsuits have increased by 400%.2 Failure to properly document employer-
employee relationships can be expensive, as can any instance of non-compliance. 
The average legal cost of a wrongful termination lawsuit amounts to $85,000, 
with winning plaintiffs receiving $500,000 on average.3

To avoid potential lawsuits, HR stakeholders need to:

y	Ensure all employees are correctly classified as exempt or nonexempt from 
overtime eligibility.

y	Maintain accurate and detailed employee records.

y	Implement and administer time-keeping policies.

y	Review and maintain accurate I-9 forms. 

Building a self-auditing schedule into your calendar can prevent costly and time-
consuming government audits.

https://www.jazzhr.com/
https://www.jazzhr.com/
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Job Profiles
Beyond a broad organizational chart, HR stakeholders should also develop and 
maintain job profiles. Each role within the organization should have defined 
responsibilities and requirements. This data will be useful for developing sourcing 
profiles, assigning projects and departmental organization.

HR is responsible for denoting which roles within the organization go to 
employees and which go to contractors. In 2019, 54% of SMB leaders said 
they were not confident that they had correctly categorized employees and 
contractors.1 Because these distinctions are treated differently under the law, it’s 
critical to categorize roles accurately.

With current roles defined and categorized, you’ll be able to create a staffing 
plan that accurately addresses the needs of your organization. Not only will you 
be able to see where talent gaps exist, but you’ll also be able to fill them with 
qualified candidates.

https://www.jazzhr.com/
https://www.jazzhr.com/
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Staffing Plans
As the national economy has strengthened since the recession, unemployment 
has reached record lows. Throughout 2019, the unemployment rate hovered 
between 3.5% and 4.1%. As a result, the pool of available talent has shrunk. It’s no 
surprise then that 27% of small business owners say finding qualified workers is 
their No. 1 business challenge.4 

Developing a staffing plan based on your job profiles and company structure will 
help you identify top talent and make faster hiring decisions. When creating a 
staffing plan, you’ll need to:

y	Identify which department stakeholders have a say in the hiring process.

y	Understand how hiring will impact company expenses.

y	Estimate turnover rates for each department.

y	Invest in an applicant tracking system (ATS) that will streamline 
administrative tasks.

Once your staffing plan is put into motion, you can use your ATS to monitor hiring 
performance, collaborate more closely with hiring managers and speed up your 
recruitment pipeline.

https://www.jazzhr.com/
https://www.jazzhr.com/
http://info.jazzhr.com/SMB-Recruiting-Report_December-2019.html
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Compensation and 
Benefits Documents
Maintaining a salary structure document is a key way to ensure your organization 
pays its employees a fair market wage. To create this document, you’ll need to 
research salaries for each role within your company. You’ll likely need to update 
this document periodically to stay competitive.

In addition to salary, you’ll need to think about other benefits, such as health 
insurance and stock options. In 2019, 47% of SMBs offered employee benefits.5 
Companies that offer benefits are more likely to see lower turnover rates and 
higher employee satisfaction.

In developing these documents and policies, you may need to work with an 
accountant or another financial stakeholder within the organization. Together, 
you’ll be able to determine what compensation packages will best appeal to your 
employees. Adding benefits like paid time off and work-from-home days can be 
both affordable and effective. 

https://www.jazzhr.com/
https://www.jazzhr.com/
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Performance 
Measurements
To ensure continued, sustainable success, you’ll need a way to measure the HR 
department’s performance. Assessing your performance regularly will help you 
pinpoint opportunities to improve your efficiency and productivity.

Examples of HR performance metrics include:

y	Time to hire.
y	Cost per hire.
y	Revenue per employee.
y	Billable hours per employee.

Measuring these and similar metrics helps to improve organizational performance, 
make HR operations more efficient and optimize hiring processes. 

Keeping track of these measurements manually is difficult, but an ATS makes it 
intuitive. In 2019, only 27% of SMBs used HR software.1 That means the majority of 
SMBs are missing out on the benefits of automation, such as hiring reports, real-time 
hiring metrics and more.

y	Cost of HR per employee.
y	Turnover rate.
y	Absenteeism rate.

https://www.jazzhr.com/
https://www.jazzhr.com/
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Conclusion
Developing an effective HR department requires careful forethought and the right 
tools to do the job. HR stakeholders should:

y	Work with department leaders to formalize an organizational structure.

y	Research compliance requirements and implement a self-auditing program.

y	Develop performance-based job descriptions.

y	Create a staffing plan that meets the organization’s talent needs.

y	Establish a competitive salary and benefits structure.

y	Identify performance metrics to uncover opportunities for improvement. 

A robust ATS provides the tools and support necessary to maintain all of these 
important HR functions. Whether you’re a team of one or you work alongside other 
dedicated HR professionals, an ATS provides a strong platform for collaboration, 
compliance and successful hiring.

To learn more about how to streamline HR operations at your company, sign up for a 
free demo of JazzHR today.

https://www.jazzhr.com/
https://www.jazzhr.com/
http://info.jazzhr.com/DemoRequest.html
http://info.jazzhr.com/DemoRequest.html
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To learn more about how to streamline HR 
operations at your company, sign up for a 

free demo of JazzHR today.
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