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The Cost of a Bad Hire May Be Higher Than You Think 

She seemed like the perfect hire. Yet, she believes she already knows everything. After all, 

she read the right way to do things in a respected textbook and remembers each procedure 

word for word. She has no need to ask questions of her co-workers because they couldn’t 

possibly be more educated than she is. 

Suddenly, that technical knowledge that helped her get the position isn’t enough to be 

successful on the job. 

Could this “perfect” hire turn out to be a mistake? 

We all know that hiring the wrong person is costly. But just how costly depends on whom you 

ask. If you search for “cost of a bad hire” online, you’ll immediately find several blogs that 

cite other blogs that offer bullet points summarizing the overall cost as a percentage of the 

bad hire’s salary. 

Some take this a step further and break down the reasoning behind these costs - loss in 

productivity, training costs, interviewing/testing costs, HR costs, recruiting costs and the 

like. Others bring the discussion full circle, detailing what companies should have done to 

avoid the bad hires in the first place. 

So what is the consensus and who should we believe? 

I visited several different sources - ranging from LinkedIn blogs, to Harvard Business Review 

blogs to HR recruiting and selection firm blogs - to examine popular thought on this 

seemingly elusive question. 

Interestingly, most dialogue on the topic points back to the same sources and figures. Most 

commonly cited is the U.S. Department of Labor, which estimates the average cost of a bad 

hiring decision can equal 30 percent of the individual’s first year potential earnings (U.S. 

Department of Labor, 2003). 

A more specific figure comes from Recruiting Times, which reports that it costs $7,000 to 

replace a salaried employee, $10,000 to replace a mid-level employee and $40,000 to 

replace a senior executive. More generally, replacing supervisory, technical and 

management personnel can cost from 50 percent to several hundred percent of the person’s 

salary (Society for Human Resource Management (SHRM), Recruitment and Selection 

Presentation, 2008). 
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And the most recent figure - 27 percent of employers in the U.S. who reported a bad hire 

said that a single bad hire costs more than $50,000 (CareerBuilder survey of 6,000 hiring 

managers and HR professionals worldwide, 2013). 

If hard data on the topic is difficult to find, does the actual number even matter? 

One would expect that organizations systematically gather data allowing them to calculate 

how costly a bad hire can be. In reality, this is seldom the case. 

As a general rule: 

• The higher the position within the organization (and thus higher the salary), the 

higher the cost of the bad hire. 

• The longer the ill-placed person has worked at the organization, the higher the cost of 

the bad hire. 

• The more training wasted on the person, the higher the cost of the bad hire. 

The simplest answer I can give is the cost of a bad hire is significantly more than the cost of 

hiring the right person in the first place. That is, the cost of a bad hire will be higher than 

you expect and more than you can afford to lose. My advice to organizations would be to 

invest less in trying to figure out your losses and focus more on investing in people who will 

produce the greatest gains for your organization. A successful strategy espoused by EASI–

Consult® is to hire for attitude first and then train for technical skills. 

Stop focusing primarily on where applicants went to school and how many degrees they have 

and start focusing more on what they can bring to your organization. In an evolving global 

economy, competencies such as innovation, adaptability, communication skills and working 

well with others are critical for most positions. Yet employers are hesitant, or perhaps don’t 

know how, to screen for these strengths. 

Likewise, employers know they want the employee to “fit” with the organization’s culture 

but aren’t sure what that means or how to assess it. Further, in a tough economy, 

organizations may falsely believe that employees’ unmet expectations will be swept under 

the rug; however, this is seldom the case and turnover remains a huge barrier. Perhaps most 

commonly noted, giving in to the temptation to hurry up and fill a position without a well-

conceived systematic hiring strategy will no doubt lead to a costly bad hire. 

As compelling as the figures for the cost of a bad hire may be, the more important number 

to focus on is the ROI (return on investment) for picking the right person the first time. As 

industrial and organizational psychologists, we have the tools to help organizations get the 
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right people in the door and keep them. So as long as there are organizations suffering from 

costly bad hiring decisions, there will be those of us who are standing by and committed to 

using our expertise to help them make better hiring decisions. 
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