
1

Collage HR

Small Business HR Explained
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Human resources is one of the most complicated 
aspects of running a small business. And let’s face it: you 
probably didn’t go into business for the glamorous work of organizing paper 
forms, digging up employee data, or deciphering Division XIII.2 of the Canada 
Labour Code. 

But managing people is necessary for leading an organization. Salaries, benefits, 
safety policies, and legislative compliance all require HR expertise for your 
success and survival. 

Much more than ‘hiring and firing,’ HR also has a huge effect on your company 
culture, work environment, and employee relations. The world doesn’t need 
another headline-worthy HR nightmare to remind us of this.

Talent is the lifeblood of any small business, and taking care of that 
talent—taking care of your people—begins with HR.

That’s why we created this guide: to simplify and explain everything you need to 
know about small business HR.

Let’s do this.

Introduction
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Ready?  
Let’s Get Started.

Introduction
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Research confirms what we intuitively know: aligned, 
innovative, and integrated HR practices make a dramatic 
difference in individual and organizational performance. 

Dave Ulrich, HR from the Outside In 

“
”

The most basic goal my performance is rated on? 
Helping the organization solve its problems 

through better people practices.

Ben Eubanks, Upstart HR 

“
”
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What exactly is HR?

Human resources management deals with the people-
side of business. That’s everything from how employees are recruited 
and hired, to how they communicate, settle disputes, and develop new skills to 
move your company forward.

But just because HR is people-oriented doesn’t mean it’s unscientific or based on 
empathy and emotion alone.

Effective human resources management includes evidence-based programs, 
clear processes, and targeted metrics to help achieve organizational objectives—
all while keeping your business legally compliant and running smoothly.

In brief, HR includes (but is not limited to):

Together, these elements make up the employee lifecycle. 

Recruiting, hiring, and onboarding

Enforcing legislated employment standards

Managing time off and compensation

Administering employee benefits

Fostering talent development and performance

Establishing a company culture

Reporting on talent gaps and opportunities

Offboarding and career transitions
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So now that we know what HR is, let’s take a moment 
to discuss what HR is not. 

Though it evolved from functions like payroll and employee grievances, human 
resources is not a stodgy, bureaucratic, or transactional role. And while 
initiatives do aim to attract, engage, and retain employees, HR doesn’t exist 
to throw parties or to ‘make your employees happy.’

The best HR departments add value in ways that help the business at a strategic 
level, such as improving efficiency through organizational design and develop-
ment or attracting top talent via a dynamic recruiting program. They understand 
business objectives, and deploy talent and programs to meet them.

What HR is not

Whether or not your business has a specialized HR department or representative, 

all people managers and leaders have some HR responsibilities. 

Founders and CEOs need to understand and apply HR best practices to 

lead their organization and avoid costly mistakes.

Executives like CFOs and and COOs are involved with compensation, 

payroll, and benefits administration—all of which fall under HR.

Team leads, office managers, and administrators are involved with talent 

development, hiring, and time off management.

Finally, everyone is in charge of maintaining and upholding the company’s 

culture, ethics, and policies.

Who does HR involve?



8

Collage HR

Small Business HR ExplainedWhat exactly is HR?

Some small businesses choose to outsource their HR to 
agencies or consultants, but they’re still accountable for 
their own compliance.

Whichever way you slice it, your business—and 
somebody within it—is responsible for HR. 

So let’s make sure you’re doing it right.
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One of the most surprising things about HR is how often basic processes are 
misunderstood, overlooked, or purposefully ignored. For small businesses, the 
penalties for these mistakes can be crippling, ranging from hefty fines to 

high turnover.

Here are some of the most common HR mistakes and how to fix them:

No structured recruitment process

Hiring tends to happen in a rush. You have a job to fill, and every hour seems 
to be costing you money. But hiring in haste can cost you even more—up to 
$20,000 CAD per replacement employee1. Improper job descriptions can also 
lead to disputes and legal liability down the line.

Investing time into finding the right people is the only way to see your company 
grow. Define a structured process from application to onboarding so you can hire 
more confidently in less time.

Incomplete employee records

Messy, scattered, and incomplete employee records are by far one of the most 
common employment standards violations. On the surface, record keeping is 
boring and unrelated to business goals—so why bother? Well, because it’s the 
law. 

The Canadian Labour Code requires employers to keep specific payroll and 
employee data for at least 36 months, and each province has its own laws on 
the subject. Digital employee records management can protect your business 
and, when used in HR reporting, help you make more strategic decisions. 

1
 Holmes, R. (2013). The unexpectedly high cost of a bad hire. Hootsuite.

Common small business HR mistakes

Common small business HR mistakes
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Inadequate workplace policies and agreements

Don’t rely on word of mouth or personal interpretation when it comes 
to enforcing your code of conduct. HR managers are responsible for 
drafting policies and agreements regarding attendance, safety policies, 
nondiscrimination, and overall employment and termination agreements. 

HR must also ensure that employees read, understand, and sign them, and that 
they are appropriate stored for future reference.

Not staying up-to-date on local labour laws

Businesses in Canada are required to comply with federal and provincial 
employment laws, which are intricate and change frequently.

Prevention is key. Bookmark key resources (we’ve listed them at the end of this 
guide) and set aside time to regularly review applicable laws.

No performance documentation

If an employee is reprimanded or terminated for their job performance, it is 
your duty to provide thorough and time-stamped documentation to support the 
decision. While that may sound uncomfortable, these notes can be as valuable to 
you as to the employee. Positive performance reviews are equally important to 
track progress and support promotions.

Whether positive or constructive, frequent, ongoing performance 
conversations are crucial to the employee-manager relationship. Make 
sure you and your managers are frequently checking-in with employees and 
documenting feedback for future reference.

Common small business HR mistakes
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Small business HR essentials

Get your HR on track now by solidifying the following five HR foundations.

1. Employment standards

Step one is to ensure compliance with legislative requirements around health 
and safety, work hours, wages, and time off. In Canada, these laws are complex 
and often changing. See our Resources section at the end of this guide for links 
to current legislation in each jurisdiction.

2. Employee record keeping

As mentioned above, poor employee record keeping is one of the most common 
compliance violations. But that data could be helping you make better business 
decisions and protecting you in case of litigation. 

The Government of Canada suggests using cloud-based employee records 
management to save time and money by keeping information safe, up-to-
date, searchable, and even customizable2. It also makes it easier to stay on top 
of requirements in each jurisdiction for what types of employee records must be 
retained and for how long.

3. Compensation and benefits

Beyond the minimum wage requirements, employers must administer payroll 
and benefits in an accurate and timely manner. 

Benefits can be tricky, given their many intricacies and paper forms. The main 
things for HR to keep track of are when new employees are enrolled (this 
should be part of your automated onboarding process, as it can have legal 
ramifications), and how benefits information is communicated to employees.  
When in doubt, it is highly recommended to seek advice from a certified HR 
professional or benefits advisor.

Small business HR essentials

2 
Canada Business Network. Keeping employee records. Government of Canada.
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4. Time off tracking

Paid time off is one of the most valued incentives you can offer your 
employees. Managing time off is also one of HR’s greatest responsibilities. 
Losing track of requests, delaying approvals, or miscalucalting vacatio pay 
can hurt your compliance and employee relations. 

It all beings with creating a compliant and competitive time off policy. 
Then, manage requests, track balances, and calculate accruals with 
an easy-to-use time off management platform system.

5. HR reporting

Top performing companies rely on data to make strategic decisions at 
every turn. Most small businesses, however, lack the tools to gather 
insights from their HR data. 

When metrics and progress are accurately measured, HR departments can 
track return on invesment of new programs validate and help you make 
better decisions overall. Some of the HR metrics to track include:

 New hires and terminations

 Diversity reports

 Employee age and tenure

 Time off usage

 Benefits and wellness programs

 Payroll updates

Modern HR data can easily be tracked and analyzed when tied to a digital 
HR solution, also known as HRIS, HCM, or simply HR software.

Small business HR essentials
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Developing People and Culture

Until now, we’ve reviewed the business and compliance-related HR 
responsibilities: mitigating risk, managing employee information, and 
implementing policies and process.

But the real value of HR is establishing a company culture that supports 
business goals, reflects your mission and vision, and motivates employees to be 
their best at work. Company culture is a primary driver of employee engagement, 
which in turn affects performance, motivation, and growth3. 

Here are the most common, simple, and effective practices for fostering
positive employee relations and company culture:

3 
Sorenson, S. (2013) How employee engagement drives growth. Gallup Business Journal.

Define your company values 

Clearly defined and communicated company values help keep everyone 

engaged and moving towards the same goal. Make your values actionable, 

meaningful, and aligned with your company mission.

Write your employee handbook 
Employees need clear expectations and guidelines on acceptable behaviour. 
Writing down these policies—from nondiscrimination to how to clean the 
kitchen—can reduce misunderstandings and keep everyone aligned.

Schedule regular one-on-ones
Hands down, the best way to understand your employees’ needs, values, 
and concerns is to ask them directly. Regular performance check-ins 
between managers and employees boost engagement and are a must at top-
performing companies.
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HR and Technology

The greatest force currently shaping human resources 
management is HR technology, especially for small and medium 
businesses who, until recently, haven’t had access to quality HR tools.

Adopting technology can provide small businesses significant time and 
cost savings, while giving them a competitive advantage in the battle to attract 
and retain talent. 

McKinsey research found that automating transactional tasks can save HR 
departments 20% of their time and resources4. 

Here are some key ways HR technology is shaping the 
industry:

Mitigate risk: Automating employee data reduces the risk of administrative 
errors, misplaced files, or exposing sensitive employee information. 

Hire better and faster: Applicant Tracking Systems (ATS) can dramatically 
reduce recruiting costs and time to hire, while giving candidates a seamless 
experience from application to onboarding. A recruiting study found that 75% 
of talent managers use some form of ATS, and of those, 94% say it has improved 
their hiring process5.

Monitor compliance: Automated onboarding and training systems ensure 
that all compliance agreements—like employment contracts, nondiscrimination 
policies, and training documents— are e-signed and safely stored.

Manage time off: Stop tracking multiple spreadsheets, emails, and sticky 
notes. Automated time off management keeps requests, notes, approvals, and 
balances in one, easy-to-access place, and with compliance built right in.

4 
Bafaro, Ellsworth and Gandhi. (2017). The CEO’s Guide to Competing Through HR. McKinsey & Company.

5 
Medved, J. (2015). Recruiting Software Impact Report. Capterra.
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The benefits of HR Technology (cont’d)

Stay connected: More jobs allow employees to work from home, even if ‘home’ 
is in another city or continent. Cloud-based HR platforms allow companies to 
access and update information anytime and from anywhere.

Manage and measure performance: Long, painful, and unproductive 
annual performance reviews are out. Frequent, honest, and open feedback is 
in. Use automated performance management to faciliate one-on-ones between 
managers and employees. Share feedback, leave private notes, and track progress 
over time.

Get insights: At the best performing companies, data drives decisions. Take 
advantage of real-time, customizable HR reporting to bring the power of data 
and analytics to your people decisions.

Empower employees: Today’s workforce expects instant access to 
information and answers at their fingertips. With a digital employee portal, 
employees can update their personal information, access policies and training 
documents, and request time off from anywhere.

Modernize group benefits: Administering employee benefits has remained 
unchanged in over 50 years. But with insurance technology on the rise, 
employers can can access modern, easy-to-use digital benefits management and 
offer their employees simple and customized benefits information.

In almost all cases, HR tech can accomplish administrative and transactional HR 
tasks faster, cheaper, and better than before5, leaving more time for meaningful 
and strategic work. 

With more cost-effecient and Canadian-specific solutions entering the market, 
now is the time to open your organization to truly modern HR.

6 
Lindson, J. (2017). Welcome to the New Era of HR. Fast Company: The New Rules of Work..
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You can do it.

Now that you have a solid foundation for what HR does, why it matters, and how 
it works, it’s time to put it to work in your own organization. Whether you’re 
an ambitious business owner, an HR team of one, or still figuring out this whole 
people-management thing, at Collage, we’re here to help.

Manage HR like a pro
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Use the following checklist to create and maintan a solid HR 
foundation for your growing business.

Your rewards: reduced legal risks, greater business results, and a better working 
environment for everyone.

The HR Essentials Checklist

The HR Essentials Checklist

Basic Compliance

Review and understand employment standards that apply to your business

Write an employee handbook detailing legislative and company policies

Draft employment agreements with help from an HR or legal professional

Ensure your employment records are complete, secure, and easily accessible

Recruiting and Hiring

Select an Applicant Tracking System (ATS) to manage new applicants

Write detailed job descriptions and post to your careers page

Design a structured interview and hiring process

Collaborate with hiring managers to select the best candidate

Time Off Management

Create and communicate a competitive and compliant time off policy

Document all employee time off requests, plus time taken and time earned

Ensure employees take the minimum amount of vacation time (10 days)

Familiarize yourself with government-mandated leaves of absence, such as 
parental leave, compassionate care, and public holidays
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The HR Essentials Checklist (cont’d)

Onboarding

Ensure new hire forms are sent and signed before day one

Initiate a structured onboarding program

Ensure new hires complete training, both legislated and job-specific

Performance Management

Schedule regular one-on-ones between managers and employees

Clearly communicate job expecations and responsibilities

Document performance reviews, feedback, and progress

Review your current benefits package or contact a benefits broker for quotes

Ensure all new hires are enrolled in a timely manner

Clearly communicate group benefits to employees via a short booklet or 
their employee portal

People and Culture

Write down your company mission, vision, and values

Create an open and productive work environment

Review your current benefits package to ensure that your coverage is being 
used optimally and matches the needs of your employees

HR Reporting

Track HR metrics including turnover, department profiles, time off usage, 
and employee tenure

Regularly review HR reports with executives and company leaders

Employee Benefits
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Small Business HR Resources

Employment standards by region
AB BC MB NB NL NS NT

NU ON PEI QC SK YU CANADA 

Canadian Charter of Rights and Freedoms

Canada Employment Equity Act

Canadian Human Rights Act

MB NB NS ON PEI QC

Canada Payroll

Canada Pension Plan

Employent Insurance (EI) Information for Employers

Income Tax Act

AB BC MB NB NL NS NT

NU ON PE QC SK YU CANADA

AB BC MB NB NL NS NT

NU ON PEI QC SK YU 

Anti-discrimination acts

Occupational health and safety by region

Pay equity and payroll

Workers’ compensation

http://work.alberta.ca/employment-standards.html
http://www2.gov.bc.ca/gov/content/employment-business/employment-standards-advice/employment-standards
http://www.gov.mb.ca/labour/standards/
http://www.gnb.ca/redirect/0105/0308/index.htm
http://www.aesl.gov.nl.ca/publications/labour/labour_relations_work.pdf
https://novascotia.ca/lae/
https://www.ece.gov.nt.ca/en/services/employment-standards
http://nu-lsco.ca/faq-s
https://www.labour.gov.on.ca/english/es/
http://www.gov.pe.ca/labour/index.php3?number=1004723&lang=E
http://www.cnt.gouv.qc.ca/en/home1/index.html
https://www.saskatchewan.ca/business/employment-standards
http://www.community.gov.yk.ca/es.html
http://laws-lois.justice.gc.ca/eng/acts/L-2/
http://laws-lois.justice.gc.ca/eng/Const/page-15.html
http://laws-lois.justice.gc.ca/eng/acts/E-5.401/
http://laws-lois.justice.gc.ca/eng/acts/h-6/
http://web2.gov.mb.ca/laws/statutes/ccsm/p013e.php
http://www.gnb.ca/legis/bill/FILE/56/3/Bill-87-e.htm
http://nslegislature.ca/legc/statutes/payequit.htm
https://www.ontario.ca/laws/statute/90p07
https://www.princeedwardisland.ca/en/legislation/pay-equity-act
http://www.ces.gouv.qc.ca/english.asp
http://www.cra-arc.gc.ca/payroll/
http://laws-lois.justice.gc.ca/eng/acts/C-8/
https://www.canada.ca/en/employment-social-development/programs/ei/ei-list/ei-employers.html
http://laws-lois.justice.gc.ca/eng/acts/I-3.3/
https://work.alberta.ca/documents/WHS-LEG_ohsc_2009.pdf
https://www.worksafebc.com/en/health-safety/create-manage/joint-health-safety-committees/law-policy
http://web2.gov.mb.ca/laws/statutes/ccsm/w210e.php
http://laws.gnb.ca/en/ShowPdf/cs/O-0.2.pdf
http://www.assembly.nl.ca/Legislation/sr/Regulations/rc120005.htm
http://nslegislature.ca/legc/statutes/occupational%20health%20and%20safety.pdf
http://www.wscc.nt.ca/health-safety/ohs-small-businesses
http://www.wscc.nt.ca/health-safety/ohs-small-businesses
https://www.labour.gov.on.ca/english/hs/
https://www.princeedwardisland.ca/sites/default/files/legislation/o-01_01.pdf
http://legisquebec.gouv.qc.ca/en/ShowDoc/cs/S-2.1
http://www.qp.gov.sk.ca/documents/English/Regulations/Regulations/O1-1R1.pdf
http://yukonregs.ca/RegsPublic/Home/Details/8137
http://laws-lois.justice.gc.ca/eng/regulations/SOR-86-304/index.html
https://www.wcb.ab.ca/
https://www.worksafebc.com/en
https://www.wcb.mb.ca/
http://www.worksafenb.ca/
http://www.workplacenl.ca/default.whscc
http://www.wcb.ns.ca/
http://www.wscc.nt.ca/
http://www.wscc.nt.ca/
http://www.wsib.on.ca/WSIBPortal/faces/WSIBHomePage?_afrLoop=446406559720000&_afrWindowMode=0&_afrWindowId=null#%40%3F_afrWindowId%3Dnull%26_afrLoop%3D446406559720000%26_afrWindowMode%3D0%26_adf.ctrl-state%3Dbnh7z2lxn_4
http://www.wcb.pe.ca/
http://www.csst.qc.ca/Pages/index.aspx
http://www.wcbsask.com/
http://www.wcb.yk.ca/
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To learn more about modern HR management 
for your small business, create a free account 
at www.collage.co

Thank you!

http://www.collage.co

