Is your Employee Manual costing you money?
By David L. Lawrence, RFC®, ChFE®
With consideration for all that has transpired in 2008, with extraordinary market volatility, mortgage and banking crisis, client fears and revenue challenges from declining assets under management, it may be hard to fathom the relative importance of employee policy manuals. However, the lack of employment policies or improperly prepared policies could be costing you more than you realize. 
The fact is, with financial advisory firms facing the prospect of declining profits, finding more efficient ways to manage a practice is a reasonable step for firm owners to take. One of the most fundamental steps in managing employees is in the establishment and enforcement of rules for the workplace; rules that govern what your employees can and cannot do. The value of establishing such rules is multi-faceted. First, you can set standards of work performance and behavior for employees to follow. Second, you can establish those aspects of behavior that are deemed inappropriate for the workplace. 
Standard provisions, such as work hours, holidays, company benefits, etc. can be enhanced to protect the firm from potential abuses by errant employees. 
As an example, setting work hours is a standard provision. However, if you set work hours as, say, 9 am to 5 pm and then a salaried employee shows up consistently late for work and fails to make up the time, there might not be any repercussions for that employee unless the provision provides for negative consequences if the time is not made up in some other way (reduction of personal days or a cut in the next paycheck). An employee who is given 30 minutes for lunch but takes close to an hour is costing the firm money if that time is not made up. If a firm pays for 8 hours of productivity (salary), it is reasonable for them to expect 8 hours of productive work from the employee.

This may seem like nitpicking, but in tight budget times, multiplying the effect of similar abuses by employees over the course of an entire year could result in thousands of dollars spent on employee salaries that are not matched by an equivalent amount of productive work. Certainly, employee manuals are intended to do more than just enforce work standards. But, this is one example of how the lack of properly written policies could be costing your firm. 
Another example is an internet use policy. Many firms establish a policy prohibiting personal use of the internet, particularly using company computers to visit questionable websites, download potentially harmful software, images or other media or to use the company computer’s internet for chat rooms or instant messaging. All of these activities could be harmful to the firm. Having questionable websites or images appear on a computer screen that could be viewed by others, especially clients could open the firm up to potential lawsuits, sexual harassment claims or worse. Having unauthorized software downloads could subject the firm to malicious software, Trojan viruses or intrusive software intended to extract personally identifiable information. Even more, employees who spend time on these types of activities are, in effect stealing time away from their work activities for personal reasons. Ultimately, this costs the firm money. 
Yet another example is a policy regarding personal cell phone use. One of the more difficult policies to enforce is a limitation or prohibition of the use of a cell phone during work hours. Younger employees grew up with cell phones and text messaging. For them, it is inconceivable to go through a day without access to one. Yet, such use clearly interferes with an employee’s office duties. Studies have shown that an interruption of an analytical task, however brief, could result in 25 minutes (on average) of an employee’s time before that employee can mentally get back on task (University of California at Irvine Study, 2006). Given a personal text message that must be read and responded to (potentially another 2 minutes), one email message could cost 27 minutes. Multiply this times 4 – 5 messages per day, times 4 employees times 20 days of work per month and you could be looking at over 2,000 hours a year lost. At $30 per hour, this could be costing the firm more than an employee’s yearly salary in lost productivity. Yet, because the infraction is so sublime and the costs are not readily quantifiable, employers often don’t recognize it for the huge expense that it is.
Annual vacation time, personal days, sick days or other identified time that might be subject to compensation is another area for abuse. As an example, say an employee has banked 15 sick days and 21 vacation days because neither was used during a lengthy period of time on the job. The employee then decided to take all 36 days at the same time (because, in this example, the policy manual does not specifically prohibit this). At the conclusion of this time, the employee quits. The result is a substantial gap in productivity, not to mention the costs of hiring and training a new person to take over. 

Such a situation, as above, begs for a provision in the manual to cap banked days (or require they be used within a specified period of time). It also raises a question about how your time your paydays. Staggered paydays (the actual payday or deposit date of an ACH paycheck) can be set one week after the actual pay period to minimize sudden employee departures.

Many employers view the employee policy manual as defensive in nature. And this is true to an extent. Providing information relative to employment status for instance, as regulated by the Fair Labor Standards act (FLSA), by State Law or as subsequently amended by either, is one way to ensure compliance with applicable laws and regulations. Indemnifying the firm against potential employee lawsuits, wrongful termination lawsuits, discrimination, unemployment compensation claims or other are certainly defensive aspects of the manual. The FLSA, enacted in 1938 and amended many times since sets minimum wage requirements, overtime pay, recordkeeping and other standards for employment. (For a fact sheet on the FLSA as applicable to the financial services industry, visit www.dol.gov/esa/whd/regs/compliance/fairpay/fs17m_financial.pdf)

Yet another important aspect of the employee manual involves the provisions for handling confidential client information. Employees should be held to a privacy standard and asked to sign a non-disclosure, non-solicitation type agreement, even if they are not licensed individuals. This is because an employee could leave to join another firm and bring a “prospect” list of your current clients with him/her, unless the policy manual spells out the legal consequences of doing so.

However, the employee manual should not be just about potential negative aspects of work. The manual is an opportunity for the firm to paint a picture of the firm and what it is like to work there. This should include a mission/vision statement, a set of core beliefs related to the value of employees and the environment in which they perform best, and a statement on any changes in policy made with the latest version of the manual. It should also include work hours, breaks, how clients should be treated in communications, and what is expected of the employee with respect to working with others in the firm. The manual can outline all the benefits of working in the firm, such as retirement plans, medical, dental, life, disability, vacations, sick days, jury duty pay, etc. 
Truly inspired employee manuals weave the quality of the client experience into the manual to give employees, old and new, a perspective on the expectations of the firm with respect to how clients should be treated. If written in clear, unambiguous language, it is likely to be easier to comprehend and more efficient to administer. The most efficient manuals are those that accomplish all of the above while lifting the spirit of the employee rather than weighing it down with a list of negatives.
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