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The Hidden Costs of a Bad Hire: How to
Avoid Costly Recruitment Mistakes

The selection and recruitment of a perfect employee for a given position in an
enterprise is a complex process. Even though a hiring mistake is reversible, an
organization can end up losing a significant amount of time and money in
rectifying such an issue.

As per an estimate, a bad hire can cost a company almost five times the average
candidate’s salary. If you are a hiring manager or a small business owner taking
care of the recruitment process, there is a lot you can do to avoid costly
recruitment mistakes.

Let's first understand what refers to a bad hire and the steps to consider for
avoiding it at all points of the recruitment process:

What is a Bad Hire?

Before understanding how it can be avoided, let us understand what constitutes a
‘bad hire." It could be an individual who is a misfit (not necessarily untalented) for
a given position. If someone hired to do a job fails to meet the job expectations or
does not align with the company culture, they can be deemed a bad hire.

Some potential causes include a lack of necessary skills, experience, or team spirit.
Besides affecting the organizational culture, such recruitment can lower
productivity and affect customer relationships. Given the range of responsibilities
given to a ‘bad hire, the impact can devastate team morale, leading to loss of time
and financial resources.

Understanding the Hidden Costs of a Bad Hire

A bad hire can result in additional opportunity costs in addition to the salary,
bonuses, and other benefits offered to an employee. As explained in the previous


https://www.linkedin.com/pulse/3-terrifying-recruitment-statistics-michelle-minnikin/

part, hiring an incorrect resource for a key position can lead to integrity and
reputational damage for an enterprise. Since building corporate goodwill takes a
lot of time, such a recruitment mistake can be devastating.

Further, an enterprise incurs training, development, upskilling, and onboarding
costs for every employee. Such expenses are futile for a bad hire, and poor
employee selection often causes an enterprise to lose productivity.

Industry Averages: The Financial Impact

From India Inc.'s perspective, the financial impact of a hiring mistake can be quite
substantial. A Hindustan Times survey conducted almost a decade ago shows
that a bad hire can cost an Indian company up to Rs. 20 lakhs in monetary losses.
The financial impact of such a mistake would have increased manifolds in the
past ten years.

According to global ratings, India ranks fourth among countries making the worst
hiring mistakes. This implies that the probability of incurring significant financial
losses due to such errors is quite high in a market like India.

How Al-Powered Automation Can Prevent Bad Hires

Al-powered solutions help streamline the entire hiring process. Al can perform
basic tasks of analyzing resumes, screening candidates, and matching them with
the job requirements. Such tasks are done quickly (in a few seconds) without any
scope of human errors.

Al can also help identify patterns in candidate behavior and skill sets, ensuring a
better fit for the company culture. Tools such as RecEzy do not have any human
biases and can hire many applications, making the recruitment process easier for
both hirers and applicants.

Summing Up

Investing in smart recruitment tools can be one of the best ways to enhance and
improve the hiring process. It helps save a lot of time and eventually supports the
long-term goals of an enterprise through improved productivity and avoiding any
financial losses.

Discover how RecEzy can transform your hiring. Contact us for a free demo or
consultation.
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