Simply Personnel
Cost Justification

How to use this document – This document provides a handy way for you to provide a cost justification to the management team. Simply Personnel can assist in the the completion of this document or you can do it yourself. 

Read through the document and replace the references to “XYZ” company with details about your own company and replace the costs with the costs you have been provided by Simply Personnel.

If you need assistance please don’t hesitate to contact us on 0870 145 8270.
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1. Current Environment

XYZ Supplies is a 12-year-old organisation that specialises in providing quality affordable office supplies to IT companies. The HR team consists of 2 full time equivalents and are located in the head office at Leeds. The workload within the HR team means that it is increasingly difficult to manage all of the administration activities while adding strategic HR value to the company. The HR team are involved in a wide range of activities which include recruitment, new starters, leavers, holiday processing, absence management, feeding absence management information to payroll, changing employee HR data, implementation of training profiles and production of management information. The HR team do not currently have an IT system in place.

1.1 Buyer Vision

The HR manager of XYZ Supplies Ltd has a vision that all of the administration activities can be delegated to line managers and employees. This would free the HR team to focus on recruitment, management reporting and HR strategy within the company and reduce overall administration expenditure.

2. Value Justification Elements

2.1 What will be measured?

	Increased value
	Increased time from HR to spend on strategic HR areas

	Displaced costs
	Additional administration activities generated within the company

	Avoided costs
	Administration activities within the company generated as a result of HR processes that currently require manual intervention. Better staff management resulting in reduced absence costs, staff turnover and recruitment costs.


2.2 Who is responsible?

	More time for strategic HR
	HR Manager

	Decreased HR administration
	HR Manager

	Decreased administration from line manager
	Operations Director

	Increased productivity through reduction of manual processes
	Operations Director

	Reduction of absences
	Operations Director

	Reduction of recruitment costs
	Finance Director


2.3 How much is possible?

	Additional HR time
	150 Employees generating 5 manual processes each per year. For example a holiday request is considered a process, so is a change of bank details, etc. = 750 processes, each taking 15mins to complete = 25 days a year.

	Displaced costs
	150 employees generating manual processes, i.e. holiday request, asking line managers for authorisation, 5 processes a year = 750 processes. Each process takes approximately 10 minutes to complete = 16 days a year.

	Avoided costs
	Better staff management, reducing turnover and therefore recruitment costs, based on salary of £15,000 recruitment fee of 15% and 2% turnover = saving £4,250. 


2.4 What capabilities are needed?

	Allow the HR team to delegate responsibilities to line managers and employees.
	Provide HR with more time to do strategic HR, which includes production of pro-active management information, reducing staff turnover, reduction of recruitment costs, and cultivation of training needs programs.

	Provide employees and line managers with line management access
	Reduce employees need to push around paper, make the experience of managing holidays, absences, etc, easy and simple.


2.5 When will the investment pay for itself?

Saving in value is expected to start 4 weeks after the implementation this is because of the time taken to roll out the system to all line managers. The reduction of the overall company administration will start immediately and come into full effect once all the aspects of administration are transferred to the system. The cost break-even point is expected to be 9 months after the project start and 7 months after full cutover.

3. Pricing Agreement

3.1 Onetime costs

	Description
	Value

	Personnel manager module
	£XX.00

	Training manager module
	£XX.00

	Recruitment manager module
	£XX.00

	Services to implement systems, project management, installation and full training on the system
	£XX.00

	Total onetime costs
	£XX.00


3.2 Maintenance costs

	Description
	Value

	Annual support, 20% of licence costs
	£XX.00

	Total maintenance costs
	£XX.00


4. Summary of benefits

4.1 Increased value

HR dealing with 150 employees * 5 processes each year * 15mins = 25 days a year more time to spend on strategic HR issues, i.e. absence control, management reporting.

4.2 Displaced costs

150 employees * 5 processes each year * 10mins = 16 days a year less spent on administration. Average salary of £18K means £1200 a year saving.

4.3 Avoided costs

Increased HR time means reduction of absence, if a target of 75 days is set with an average salary of £18K this is a saving of £5075. Further saving of £4250 in potential recruitment fees from staff turnover reduction. 

4.4 Intangible benefits

Improved morale of employees, line managers and HR administrators

Improved profile of HR with employees

Complies with data protection requirements

Reduction of risk associated with litigation from employees

4.5 Implementation Plan (Preliminary)

	Description
	Date

	Project kick off meeting
	xx/xx/xxxx

	Installation
	xx/xx/xxxx

	System setup
	xx/xx/xxxx

	Training
	xx/xx/xxxx

	Go live
	xx/xx/xxxx

	Acceptance and Satisfaction review
	xx/xx/xxxx


4.6 Net Customer Benefits

Costs:

Onetime:


Software & Implementation

£XX.00


Total onetime costs





£XX.00

Ongoing costs:


Annual support


£XX.00/year


Total ongoing costs





£XX.00/year

Benefits:

Administration savings


£XX.00/month

Absence reduction



£XX.00/month

Potential Saving in recruitments fees

£XX.00/month

Total annual savings






£XX.00

Payback period



9 months

Break-even month



June 
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