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Most business
owners don't create
an HR budget...

Instead, they only spend money on HR when
they have to in order to fix problems when they
arise, like disciplinaries and grievances.

The issue is that this kind of reactive HR is
expensive, disruptive and delivers no return. It's
money spent firefighting rather than improving
the business.

When used properly, good people management
does the opposite...

b

It improves core HR metrics, supports stronger
performance across the team and helps to

protect and grow the bottom line.

That's why it makes more sense to look at what
you're dlready spending on reactive HR and
redirect that money into a proactive HR budget
for the year ahead.

What have you got to lose? This guide explains
how you can do that: -

Step 1: Look back at what HR Step 2: Separate
has actually cost you unavoidable costs from
avoidable ones

Start by reviewing the last 12 to 24 months and

identifying where HR-related costs have shown

up. Not all HR spend is bad or preventable.

This includes: This step is about identifying:
grievances, disciplinaries and investigations e repedt issues
performance or absence issues that took e sjtuations that escalated unnecessarily
significant management time e problems that dragged on due to a lack of
external HR or legal support confidence or clarity
resignations linked to people issues e costs caused by late intervention rather
recruitment and onboarding costs that than early action

followed

These are the costs a proactive HR budget is
You don't need perfect data. Rough estimates designed to reduce. This step helps you to see
are enough to see patterns and scale. The aim where money is being wasted, not just spent.
of this step is simple: to understand how much

HR already costs your business when it isn’t

planned.




Step 3: Decide what you
want your HR budget to
prevent

An HR budget only works if it has a purpose.
Ask yourself:

e Which people issues keep coming up?

e Where do managers struggle to act early?

e What situations tend to escalate?

e What feels disruptive or draining when it
happens?

This step defines why you're budgeting for HR.
You're not budgeting for “HR in general”. You're

budgeting to reduce specific risks and
problems.

Step 4: Identify the proactive Step 5: Set arealistic HR

HR support that would help budget using existing spend
as a guide

This might include:
access to HR advice before issues become You don’t need to invent a number from
formal scratch.
manager training to improve confidence
and consistency Use what you discovered in Steps 1and 2 as
clear contracts and policies that reduce your reference point.
ambiguity
regular check-ins instead of crisis-driven In many businesses, redirecting even a portion
conversations of last year’s reactive HR spend into proactive

support is enough to:

This is where HR starts to deliver value rather

than just cost. e reduce escalation

e cutrepeatissues

e free up management time
lower external support costs

Your HR budget should feel planned,
predictable and easier to justify than reactive
spend.



Step 6: Decide how you'll
measure whether it's
working

HR return on investment won’'t show up as a
single line on a spreadsheet.

Instead, look for:

fewer formal processes

earlier intervention by managers

less time spent firefighting

reduced disruption when issues arise
improved retention and stability

This step keeps the budget focused on
outcomes, not activity.

Step 7: Review and adjust

Your first HR budget doesn’t need to be
perfect. Once it’s in place, review it regularly:

e what's reduced?
e what's still causing disruption?
e where is proactive support paying off?

Over time, this allows you to refine the budget
based on real business impact.



We're here to help

An HR budget isn't about spending more
on HR. It's about choosing where to spend
money that is already leaving the business
and making sure it delivers something
back in return.

If you need help with reviewing the cost
and effectiveness of your people
management, we're here to help.

We can conduct an audit, put metrics in
place to benchmark, create an HR budget
and invest it in the best way to deliver the
highest ROL.

Get in touch for a confidential
conversation today.
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