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2.1 Determine future human resource needs 

“Determine future human resources needs in collaboration with relevant 
managers and sections” 

Human resource planning 

Human resource planning (HR planning) is concerned with future demand and supply of labour in 
collaboration with relevant departmental managers. As such, it is the responsibility of line managers 
and HRM to essentially work together to achieve the organisational objectives. Planning for the 
recruitment and selection process is imperative if the organisation is to acquire, develop and 
maintain a highly efficient workforce. 

Importance of HR planning 

Management planning is essential in all organisations. Without a well laid out plan, management 
would not know what to do at any moment of time. It will not have any direction and the ship will 
flounder. The same applies to HR planning which will enable the managers to set certain objectives 
with relevant strategies in place. To enable HRM policies to be implemented in relation to 
recruitment and selection, an effective HR planning process must be established. The decision to fill 
vacancies, who to employ, where to find recruits and how and where to advertise is dependent on 
effective HR planning strategy. 

Planning is the prerequisite to effective organisation and management. It is an essential activity in 
successful organisations. The purpose of HR planning is to ensure that the required number of people 
with the correct skills and qualifications are available at a specified time in the future. HR planning 
therefore identifies what must be done to ensure the availability of human resources needed by an 
organisation to undertake all the necessary activities to accomplish its strategic objectives.  

HR planning must be linked to the organisation’s overall business objectives and must be an integral 
part of its strategic planning process. Both short and long term planning is important to meet human 
resource requirements. As indicated, co-operation between line managers and HRM is necessary for 
success. Effective HR planning leads to a more efficient workforce, which will ultimately result in a 
more successful business enterprise. 

To be a success, HRM must ensure that: 

 It sets clearly defined objectives. 

 All employees understand HR policy and processes. 

 It has management support. 

 Communication between line managers and HR personnel is good. 

 All employees understand its purpose. 

 HR planning is part of the strategic plan. 

To achieve these outcomes, the HR manager must possess the essential knowledge and skills to 
make it all happen. Both academic qualifications and professional experience in the human resources 
area would be preferred. 
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Advantages of human resource planning 

There are many advantages of HR planning. Some of the benefits are as follows: 

More efficient use of people in the workforce 

HR planning should precede all other HRM activities especially in the recruitment and selection of 
personnel. This will ensure that there is a continuous pool of human resources for current and future 
replacements. 

A happier workforce 

HR planning increases harmony between management and workers. Better use and recognition of 
employees in participative decision-making processes promotes co-operation and improved relations 
and productivity. The rapport that is developed will result in improved moral and self-esteem. 

More effective EEO planning 

Both governments and unions have increased their demands for equal opportunities for employees. 
Information systems generated by HR planning can assist all organisations implement anti-
discrimination policy. 

Aid to organisational management 

As previously stated, HR planning is a valuable aid to operational management as it enables it to plan 
ahead for the future to accomplish its strategic objectives.  

Provide for more efficient and productive workforce. 

Not only will the workforce be happier, it will also be more efficient and productive. 

Function of human resource planning 

HRM needs to forecast future human resource requirements and from where they will be recruited. 
To do this, the following forecasts are required: 

 a forecast of the demand for staff (current and future)  

 the types of employees required 

 where and when they will be needed 

 a forecast of internal supply of candidates 

 a forecast of external supply of candidates 

 training requirements for new employees. 

These forecasts are an attempt at predicting changes in the organisation’s needs for human 
resources and can be quite elaborate and extensive. In this respect, potential candidates from all 
sources, internal and external, must be considered.  

A model of the human resource planning process follows. 
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Human resource planning process 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Explanations of these points shown in the chart follow. 

  

 Professional qualifications 

 Work experience 

 Management skills 

 Interpersonal skills 

 Personal attributes 

 Other special requirements 

    Internal Sources    External Sources 

  Induct 

  Recruit 

  Select 

Set Goals 

Determine demands for 
human resources 

Research supply of 
human resources 
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Forecasting the future need for human resources 

There are several techniques available for ascertaining the organisation's future demand for human 
resources. We will consider five popular techniques with varying degrees of application. They are: 

 replacement and succession planning method 

 the production method 

 the sales forecast method 

 the delphi method 

 the managerial judgement method. 

Replacement and succession planning method 

In a present organisation structure, a simple approach to determining the need for personnel 
replacement is to relate it to the number of staff vacancies which has occurred through resignations, 
transfers and promotions. The number and types of vacant positions can easily be determined by the 
use of the following personnel records: 

 Letters of resignation  

 Records of exit interviews 

 Formal requests for personnel replacement 

 Formal requests for transfers which have been authorised 

 Notification of promotions. 

The Recruiting Officer should then proceed to discuss the necessary replacements for these 
vacancies with line managers or department heads and agree on the process to be undertaken. In 
most organisations, a formal request for personnel to fill vacancies in the form of a request for staff 
should be completed and despatched to HRM as a pre-requisite to the recruiting process. The 
Recruiting Officer should then discuss all the necessary details of the position and departmental 
requirements with line managers before commencing to recruit. The process for formal staff 
requests (refer to the diagram above) should be used to make sure that the necessary activities are 
implemented. 

Succession planning, on the other hand, is a longer term planning process. In some larger 
organisations, succession to top and senior management positions is planned as long as five years 
ahead. The Board of Directors and the Chief Executive Officer (CEO) in consultation with their senior 
management team must look at the organisational structure and hierarchy in line with future 
management strategies and forecast the potential successors to fill future vacancies. Essential 
considerations such as training, education and continuous skills audit and inventory, should also be 
planned and organised.  
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Production forecast method 

This approach is based on the relationship between constant production output and the number of 
workers required to meet the forecast levels of productivity. In this case, an accurate production 
forecast is the key to calculating the correct number of workers required. It does not, however, take 
into account any variations to production and economies of scale. 

An example is given to illustrate how this model works. 

Actual production units achieved last financial year  200,000 units 

Current workers =  125 

Production forecast of output next financial year  250,000 units 

Formula: Forecast of next year’s workers = (new output/last output) x current workers 

Therefore, forecast of next year’s workers = (250,000/200,000) x 125 =  156 

Answer: The organisation will have to employ an additional 31 workers to achieve next year’s target. 

Sales forecast method 

This approach is relevant in the marketing and sales area where the future number of sales people 
can be ascertained based on the sales forecast. Let us look at the following example. 

Actual sales achieved last financial year   $1,550,000  

Number of current sales consultants =   30 

Sales forecast for next financial year (10% increase)   $1,705,000 

Formula = (sales forecast/actual sales) x current sales consultants 

Therefore forecast of next year’s sales consultants = 1,705,000/1,550,000 x 30 = 33 

Answer: The organisation needs to employ 3 more sales consultants to meet next year’s sales target. 

Delphi method 

The delphi method of forecasting future demands for personnel is based on the judgement of a panel 
of experts including line managers who make independent judgements about future personnel needs 
of the organisation as a whole. The exercise, in the form of a survey questionnaire complete with 
explanatory notes, is organised by HRM. The responses of the experts are analysed by HRM and then 
fed back to each of the other experts in turn with another series of questions. The experts revise 
their estimates in line with the new information and the process is repeated until consensus is finally 
obtained.  

This method is particularly useful in some unknown or volatile situations where no past experiences 
or historical information exists. However, it can be said that this method is extremely time 
consuming and costly. 
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Managerial judgement method 

This is a method that uses the experience and skill of incumbent managers to estimate how many 
people they will need to fill various positions in their departments in the forthcoming period. 
Forecasts of their personnel requirements are usually based on their budgets which must be 
completed every year. The budget should not only include staff numbers and their positions but also 
salaries and overheads. This approach can be used for less senior positions. 

In order to achieve their objective, estimates such as the sales and production forecasts should be 
prepared as they will enable the managers to ascertain their personnel requirements for the next 
period. It is also important for them to take into account staff turnover in relation to resignations, 
dismissals, transfers and promotions as well as reorganisations and improvements. They should 
make judgements based on realistic future predictions. 

Internal and external supply of labour 

Once HRM has estimated the personnel requirements of the organisation, the next challenge is to fill 
existing or projected vacancies. Current employees can be transferred, promoted or developed to 
make up the internal requirements. In contrast, the external supply needs to be more carefully 
planned and organised as the recruiting process is much more elaborate and time consuming.  

As already explained, HRM must prepare an accurate forecast of the demand for labour as to how 
many people have left or will leave the organisation. Labour turnover may be from resignations, 
retirement, death or disability, transfers interstate or termination. A detailed analysis of the number 
of people and reasons for leaving is essential for shaping future HRM policy. For most organisations, 
past statistics are the best source but they should be updated with the most current information 
from the turnover analysis. Most of this data can be analysed from exit interviews conducted by the 
HRM either in an interview or survey questionnaires. 

At the same time, staff turnover for each job classification and department should be calculated as 
staff movements can vary dramatically among various jobs and departments. Staff turnover analysis 
should therefore be comprehensive enough to highlight all these details. Different sources of new 
recruits will be fully explained in chapters 7 and 8. 

 

 

 

Activity 6: Group discussion 

Form a group of three or four and attempt the following: 

1.  Read the different methods of forecasting human resource requirements 
above and discuss each one of them. 

2.  Explain which of them would be the most accurate or appropriate method to 
use. Give reasons. You may select more than one. 

Insert the transcript or minutes of your group discussion in your portfolio. 
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The skills inventory 

A common but significant method of ascertaining the internal labour supply is the skills inventory or 
database derived from a skills audit. This method collates basic information on all employees within 
the organisation and enables HRM to identify the qualifications and expertise all employees possess 
for HR planning and future replacements and advancements. 

Data that can be collected in a skills audit can include: 

 personal details – age, sex, marital status 

 education – schooling, certificates 

 academic qualifications – degrees, diplomas 

 past and present experiences – industrial and professional skills 

 on-the-job skills – specific nature of tasks performed 

 professional membership – membership of professional associations 

 salary – present remuneration 

 positions held – shows positions held in organisation (past and present) 

 personal assessments – test scores on psychological tests etc. 

 special preferences – individual preferences for jobs, territory 

 personal attributes – ambitious, confident, team player 

 career path – need for promotion and advancement. 

As can be seen, a skills inventory can be quite elaborate and informative to the organisation, not to 
mention individuals. This is best done in the form of a computer database that is ideal for corrections 
and modifications that can be performed very quickly and safely. In this way, a permanent personnel 
database of specialist skills and qualifications is always available for Human Resource planning. 

Employees will also benefit from the skills inventory, which provides them with a summary of their 
personal and professional skills. Management can also use them for filling internal positions by 
internal promotions ensuring that existing employees are not overlooked for advancement. A skills 
inventory, therefore, represents a valuable tool in the HR planning process from which both 
employer and employee will benefit. 

Principles of a good skills inventory system  

Principles of an effective skills inventory system are as follows: 

 It must have clearly defined objectives. 

 Top management must give the process its strong support. 

 All employees must accept and support it as well. 

 The personnel database must progressively be updated. 

 Confidentiality must be assured. 

 All information collected must be checked for accuracy and validity. 

 The system must be constantly monitored and improved. 
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Determining selection criteria 

The most important requirement for selecting the right qualified recruits is the determination of 
precise selection criteria. As previously indicated, this can be extracted from the job analysis, job 
description and person specification. The skills, qualification and personal attributes of the ‘right 
person for the right job’ depends entirely on what HRM sets down as the exact requirements for the 
person and the job to be filled. It is imperative that these selection criteria or job requirements be 
defined before the recruiting process commences. 

 

 

 

Activity 7: Skills inventory 

Compile a skills inventory in relation to your organisation's requirements. 
Assumptions can be made in relation to employee details for the database. 

Those who are currently not in the workplace should prepare a skills inventory 
by creating employee details for the database. The inventory should not contain 
more than 10 employees. 

 

 

 

Activity 8: Internet research 

Search the Internet for articles and discussion papers on: 

 Human Resource Management in Australia 

 Human Resource planning techniques and processes in Australia 

Place in your portfolio. 
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Review questions, 2.1 

1  What does the term "skills inventory" mean? 

Outline the process and its importance in the acquisition and selection of suitable 
personnel. 

2  Explain why Human Resource planning has become more significant recently? 

3  What are the steps in the HR Planning process? Provide a diagram to illustrate and briefly 
describe each step. 

4  List and explain the advantages of HR planning. 

5  Explain the importance of forecasting human resource. What factors should you include 
in the HR planning estimates? 

6  Do you see any disadvantages in HR planning? Explain with examples. 

7  List and describe five methods you would use to forecast human resource requirements 
in an organisation. Provide examples to illustrate. 
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Activity 9: Case study, The wrong approach 

Eric Lambert is the Managing Director of a publishing firm. He joined the firm 
three years ago after a successful career in sales and marketing. He is becoming 
increasingly frustrated about the large staff turnover over the past three years. 
The firm does not have a specialist HRM department, however, John Sebastian 
performs the role of Personnel Manager. John has been with the company for 
five years. 

“What’s going on John?” Eric Lambert asked one day during lunch. “We have 
been losing good people steadily and the ones recruited to replace them are 
not as good as the people we are losing. They don’t appear to be of the right 
calibre and look disgruntled. Morale seems to be quite low. What’s our HR and 
hiring policy like?” John was surprised at Eric’s comments as he did not think 
the situation was that bad. “I realise our staff turnover is a worry but the new 
people recruited seem to be okay. Our production and sales performance is on 
target this year.” 

When asked to explain the recruiting and selection policy, John explained that 
he was responsible for all recruiting and selection of staff with the help of two 
assistants. His assistants organise advertisements and he conducts all 
interviews himself. Eric doesn’t have a formal approach to the process and 
doesn’t find it necessary to conduct employment tests and induction of new 
recruits.  

Eric noted what the line managers want when they request for new staff and 
recruits on that basis. He thinks job descriptions were a waste of time and 
money. “It’s worked so far, Eric. I am a pretty good judge of character and my 
experience over the years has helped me identify what I want in a person.” He 
added “I don’t believe in having expensive and time wasting HR policies and 
procedures. You want to save money don’t you?” 

1  Explain the approach taken by John Sebastian to recruitment and selection. 

2  Do you agree with John’s statements? Give reasons. 

3  If you were Eric Lambert, what would you do? 

4  If Eric asked you to plan and develop an effective HR policy to reduce staff turnover in 
the company, how you would do it? 

5  Explain how you would implement such a policy and improve morale. 

6  Would you re-organise the Personnel Department? If so, how? 

7  Prepare a formal report to the Eric with your recommendations. 

 

 


