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Hiring the wrong person to lead a company's HR team can result in significant financial losses
and organizational instability. Here are the top five issues that can arise, with illustrative case
study examples:

1. Increased Employee Turnover

Problem: An ineffective HR leader may lack the skills to maintain a positive work environment
or to identify issues that lead to high turnover. High turnover rates mean additional recruiting,
training, and onboarding expenses, as well as a potential loss of institutional knowledge.

Example: A study of a failed HR strategy at Amazon’s warehouse division highlights the cost
implications of high turnover. In 2020, Amazon saw a turnover rate of around 150% in its hourly
workforce, partly attributed to ineffective HR practices. This high churn cost Amazon millions in
continuous recruitment and training cycles, with each departing employee costing an estimated
$4.,000 to replace, not including productivity losses from understaffing.

*  Quantitative Impact: It costs, on average, 6 to 9 months of an employee’s salary to
replace them. For an employee earning $60,000 annually, this is approximately $30,000
to $45,000 in direct and indirect turnover costs.

2. Legal and Compliance Issues

Problem: HR leaders are responsible for ensuring the organization adheres to labor laws and
compliance regulations. A wrong hire may overlook or misunderstand legal requirements,
leading to lawsuits or fines for non-compliance issues like wrongful termination, discrimination,
or unpaid overtime.

Example: In 2020, Walmart faced a class-action lawsuit over wage and hour violations and had
to settle for $65 million. An HR leader who lacks an understanding of labor laws can lead to
similar costly mistakes and damage to the company’s reputation.

*  Quantitative Impact: Employment-related lawsuits cost U.S. companies an average of
$125,000 per case. In addition to legal fees, settlements, or judgments, companies also
face damage to their brand, which can impact revenue and stock price.

3. Poor Talent Acquisition and Retention Strategies

Problem: An ineffective HR leader may not be equipped to develop or implement robust talent
acquisition and retention strategies. Without a clear strategy, the organization may face a skills
gap, lower productivity, and difficulty scaling the workforce as needed.

Example: Yahoo's struggle under multiple HR leaders illustrates the impact of poor talent
strategy. Frequent turnover in the HR department led to inconsistent hiring and retention
practices, resulting in the loss of key employees and a $4.4 billion write-down due to an overpaid
acquisition that failed to integrate effectively with existing talent.
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*  Quantitative Impact: Poor hiring can cost up to 30% of an employee's annual salary. For
senior roles, this can be several hundreds of thousands of dollars lost per bad hire,
especially in competitive markets like tech.

4. Low Employee Engagement and Productivity

Problem: Employee engagement directly affects productivity. A poor HR leader might not foster
a culture that values and enhances engagement. Low morale leads to disengaged employees,
resulting in decreased productivity and higher absenteeism, directly impacting the company's
profitability.

Example: A regional software firm with around 150 employees aimed to expand to new markets
but faced disengagement issues after hiring an HR director with little experience in cultivating
employee engagement. Employee surveys revealed that only 40% felt valued at work, and
turnover among high-performing team members increased by 25%. Due to the lack of effective
engagement strategies, the company saw reduced productivity and struggled to fill positions fast
enough to keep up with growth targets. This disengagement stalled their expansion plans, costing
an estimated $300,000 in delayed contracts and additional recruitment expenses.

e  Quantitative Impact: Organizations with low engagement report 18% lower
productivity and 37% higher absenteeism. If a company loses 10% productivity across a
150-person workforce, earning an average of $50,000 per year, this translates to a
$750,000 annual productivity loss.

5. Damaged Employer Brand and Recruitment Challenges

Problem: A poor HR leader may fail to maintain or promote a positive employer brand, making
it difficult to attract top talent. Companies with damaged reputations face challenges recruiting,
often requiring higher salaries or sign-on bonuses to attract applicants, driving up costs.

Example: Uber’s 2017 HR-related scandals led to a major reputation decline, resulting in
increased hiring costs and retention issues. To overcome this, Uber had to invest heavily in
marketing and talent acquisition to rebuild its employer brand, incurring significant costs over
the following years.

*  Quantitative Impact: Studies show that a bad reputation can increase hiring costs by
10% per hire. For Uber, with around 22,000 employees at that time, even a $5,000
increase per hire could amount to over $110 million in added recruitment costs.



