THEREALCOST OF A BAD HIRE

Low to High Bad Hire Costs v. Salary

$800,000—

$600,000—

$400,000—]

$200,000—]

SALARY 100K

v LowesTt EstimATED CosT:
s American Management A ssociation estimates one point four (1.4) times the employee'sannual
saary.
s  DDI Consulting of Bridgeville determined the cost is dependent on the employee’sduties. It will

cost aminimum of onetotwo timesannual earningsat thelower level positions, but will skyrocket
from there.®

v Mib Estimatep Cosr:

s  AnOrange County Californiastudy concludesit isbetweenthreeand fivetimestheannual salary
of theformer employee. ®

s  Robert McCord, president of McCord Communicationsin Redmond, estimatesit cost his company
seven and one-half (7%%) timesthe annual salary of abiotech lab senior manager to replace him.’

V  HicHEsT EstimaTED COST:

s  Dr. John Sullivan, the executive director of the California Strategic Human Resources Partnership (a
consortium of ‘ Fortune 500" executives), calculated the cost for a*“bad hire” of a software engineer
at over onemillion dollars, which isin excess of ten timeshisannual earnings.

S Dr. Sullivan sited another situation at a US modem manufacture where hiring the wrong CEO cost
the company one hundred million dollar s per month in lost market share.
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Sue Clark
Personality profiling increases accuracy of a successful hire to 53% - job profiling even
higher. Studies by John Hunter, Ph.D., at Michigan State University, show that the interview
process is only 14% accurate in predicting a successful hire, that background and reference
checking has a 26% accuracy, that aptitude and personality profiling has a 53% accuracy, and
that job profiling increases the accuracy to 75%.3


