PROPOSAL TO INTIATE AN INTERNALLY FILLED PROFESSIONAL DEVELOPMENT PROGRAM
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Proposal


The purpose of this proposal will be to provide ABC with an internally filled Professional Development Program.  This program will allow ABC an additional benefit to the people currently employed at ABC that before was only available to potential employees who meet the requirements.  Without an internal Professional Development Program ABC will continue to lose their top employees to competitors upon completion of their Masters of Business Administration or other advanced degrees.


It is proposed that ABC begins an internal orientated Professional Development Program that mirrors their present program in such as salaries, rotational assignments, professional development and retention policies are concerned.  The new program, however, will recruit the potential candidates from a pre-screened pool of qualified applicants that are presently employed with ABC in full-time positions and have recently completed their advanced degree.


The cost of this program should gain mirror the external staffed Professional Development Program at approximately $3,500,000 a year after a three-year period.  A complete breakdown of all costs and benefits of this program are included in this proposal and will be covered in length.  The 

overall effectiveness of the program will, of course, have a positive effect for ABC by ensuring our best and brightest are not lured away by our competitors and we will not continue as the training ground for other companies future executives.

Problem Statement


The problem that ABC needs to address is that they are losing their best employees to their competitors due to the lack of opportunity provided them after completion of an advanced degree.

Needs Analysis


ABC needs a program that targets their employees for retention that have recently completed their advanced degree.  ABC, at present, had a Professional Development Program that enables them to hire the top graduates from the best business schools in the world, but this program is only extended to individuals who are not presently employed at ABC.  While this program meets a need to bring in top talent to fill a future managerial need it does not meet a particularly devastating problem within ABC, and that is the loss of highly trained and specialized personnel who have obtained an advanced degree.  The cost to ABC of the loss of these people is immeasurable from an experience point but is particularly costly from a financial viewpoint in lost dollars in training and educational expenses.

As of June 2000, ABC had a turnover ration of approximately 8% in the highly skilled areas throughout the corporation, this compared to 4% for Company X and 3.6% for Company Y.( Of this 8% of the workforce 6.2% were individuals with highly specialized training such as accounting, engineering, and finance, who had within the last two years attained their advanced degree and left ABC for more opportunity.  The average cost to ABC of losing these employees is approximately $50,000 for each case based upon lost wages, new training, and lost investment in education.(
Specialty

Turnover Ratio Per 100

Cost Per Employee

Accountant

5.2




42,000

Finance

4.2




47,000

Engineer

6.1




65,000

Table 1.  This shows the breakdown of turnover of employees from 1999 and the average cost of replacement of the employee per cost data from ABC’s overhead management report dated from December 31, 2000.


From the above data it is imperative that ABC take a more proactive stance in dealing with this loss of employees and stemming the costs involved.

Intervention


The specific Professional Development Program will require minimal staffing from an operational perspective, due to the proficient program already in place at this time.  After consulting ABC’s human resources department I have determined that they would need only one additional person to properly staff and maintain this program on a full-time basis.(  The program will mirror the present program with the only difference being the selection criteria of a minimum of five years experience in our professional field and have completed your advanced degree within the prior two years, with a 3.5 grade point average and top 20% of the class ranking.  Once a person is selected for candidacy into the program the applications will be reviewed by a board of five senior vice-presidents who will choose five candidates per year to start the Professional Development Program which will last three years with a rotation into a new department each six months for a total of six separate assignments during the training period.


All training for the individual will be conducted by the senior manager or vice-president at the division assigned, and will be geared to 

enable the candidate to learn as much about the departmental activities and work assignments within the department as possible in the time permitted.  This will help to develop a more rounded candidate with a wide array of knowledge in the various areas of operations when they are moved into a permanent management position.

Evaluation


The evaluation phase of this Professional Development Program will come in two stages, with an evaluation from the manager or vice-president in charge of the training of the individual during their phase of training and an evaluation from the candidate as to the effectiveness of the training they receive from the department they are assigned to.  These evaluations will be used to determine the overall effectiveness of the training received and more importantly to determine if they individual will be allowed to continue with the program or be returned to the general labor pool. The evaluation of a candidate will be imperative to the success of the program, as only an individual who is considered to be performing at a certain level will be retained; therefore, all evaluations of performance will need to be monitored by the manager of the Professional Development Program to ensure fair treatment and unbiased reporting.  The evaluations by the candidates will benefit them, and future candidates, upon completion of the program.  This will ensure them to compete in the business arena against our competitors and leverage our vast knowledge to the betterment of ABC as a whole organization.  


At the end of each year an analysis of the turnover ratio’s of the workforce as a whole and of the category of candidates this program is targeting will need to be conducted to ensure that retention of top talent within ABC is improving and not leaving the company for other opportunities.

Impact of the Proposal

The impact of this proposal should become apparent within a very short time as the turnover for ABC among the targeted category drops when the effects of an internally staffed Professional Development Program takes effect.  The cost benefit to ABC will be evident in recouping the dollars spent on the education on the personnel who will remain with ABC.


While an exact dollar earned by ABC by the institution of this program it can be safely assumed that per employee it should result in a savings on average of $50,000 per employee.  This is determined by the calculation in the table below.

Employee Training


$  15,000

Employee Education


    16,750

Retraining New Employee

    15,000

Lost Time in Transition


      5,000

Total Cost




$   51,750

Table 2.  The calculations come from Human Resource guides for the cost of training an employee into a professional position.  This is startup time in training and training classes on the various computer systems.  The employee education amount comes from the calculation of $525 per credit hour for 30 hours for an advanced degree and includes $100 per class for 10 classes.  The lost time in transition amount comes from the average dollars it costs ABC to advertise and interview individuals both inside and from outside sources.

Staffing Needs

The staffing needs for this program will be minimal per my discussion with ABC, Company X, and Company Y’s Human Resource departments.  With the information obtained from these sources I have determined that one individual in the Human Resource department will be sufficient to staff, maintain, and develop this program into a useful and profitable venture for ABC.

Time Frame

The time frame in which this program should be initiated should be six months from the date of approval.  Within the first six months, an individual can be placed in Human resources to start the process of finding qualified applicants for the program.  This new Human Resources person should be a person within ABC who is working on the external Professional Development Program so the learning time for them to come up to speed would be minimal.  A table below shows the other rime frames the program should adopt. 

Phase Start Date


PDP Completion Phase
January 1, 2001
Initiate program, Board of Directors approval.


February 1, 2001


Hire PDP Manager. 

February 15, 2001


Rotational assignments set for first 6 months.

March 1, 2001
Announce program to ABC, Open enrollment to qualified individuals.

April 1, 2001
Close enrollment to individuals, Send qualified applications to qualification board to determine first 5 candidates.

May 1, 2001
Assign candidates to program, Move them to their new assignment locations by May 31, 2001.

June 1, 2001
Start first 5 in their new PDP assignments, Begin the process of future applicants



May 31, 2004
First 5 candidates will complete program and qualification board must decide if they should be offered managerial positions to leverage their new abilities.

Table 3.  This table only shows time periods for the first five candidates.  If the program is followed correctly each six months five new candidates will rotate into the program and eventually the program will have thirty future managers into the program at all times.  Of course not all people enrolled will complete the process or of those who complete the program not all will be extended manager positions.

Support Services

The support of this program is already in place within the various groups that the candidates will be assigned for their six-month rotations.  All departments are fully supported by the various functional department; such as human resources, information and technology, and training departments and there is no need to provide additional information or special assistance for the candidates when they are assigned to a particular group for their assignments.  

Budget

The budget for this project will again mirror the budget in place for the present Professional Development program, but the major expense that must be absorbed, salaries, is already accounted for in part by the fact that the employees hired into the program already work at ABC and their salaries are included in the ABC operational budget.  Below is a table that shows the operational budget for this program for the next five years.



Year1

Year2

Year3

Year4

Year5

Salaries:

 

Support Staff
$100,000
$105,000
$135,000
$141,750
$148,838


Candidates
500,000
1,500,000
2,500,000
3,000,000
3,000,000


Overhead:

Rent

10,000

10,500

11,000

11,500

12,000

Materials
2,500

2,575

2,652

2,732

2,814

Moving Exp.
50,000

150,000
250,000
300,000
300,000

Misc. Exp.
5,000

5,250

5,513

5,788

6,078
Total Cost      $667,500
$1,773,325
$2,904,165
$3,461,770
$3,469,729

Table 4.  This table shows the expected costs as they increase form the start of the program at Year 1 until they reach they Year 4 when the program is fully operational and filled with the expected thirty possible candidates.  The support staff shows the need to hire an additional clerk at Year 3 to help with the additional workload once the program reaches the twenty-person level.

Conclusion


The end of result of this program should be a small department that will efficiently and effectively provide ABC with an excellent pool of highly trained and qualified people from which to pick for future managerial roles that are of paramount importance to the future success of ABC as an ongoing concern.  While this program does come with a high cost the benefits to ABC of not retraining and staffing these positions with new employees will more than pay for the cost of operating the program.  The basic cost for an individual to be retrained in this program is approximately $133,500 for the first year while the cost of hiring, retraining, and miscellaneous costs involved with a new hire is a base salary of $75,000 with additional costs of $51,750 for a total cost of $126,750.  With this data we see the cost of the program is only $6,750 per employee, but this can easily be offset with the cost of hiring in a manager into a position that costs more than $200,000 per position.  With this calculation, we see that with the training in house we are out only an additional $20,250 per manager and the savings of this program for ABC ill be $179,750 per managerial position filled.  This of course does not cover other intrinsic values the program provides such as retention of employees who will eventually be allowed into the program, which shows as a savings of $51,750 per employee and can be calculated by the drop in the turnover rate.  We visualize this reduction in the turnover rate to be approximately 1% of the total turnover rate as was the case at both Company x and Company Y.

( The information obtained from ABC, Company X, and Company Y Overhead Management Reports, which are confidential, and through interviews with Human Resources personnel who answered questions on a personnel basis.

( Information was obtained through dollar amounts required to pay costs based on cost structure of college tuition, training cost analysis and general assumptions from records of salaries paid and lost time accrued for in confidential financial reports.

( Information is based on conversation with human Resources manager of present Professional Development Program
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