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01 INTRODUCTION

The True Cost of Your Workforce

Labor is the single largest operating expense for most businesses. Depending on the sector, it can
account for up to 70% of total costs — yet many organizations manage it reactively rather than
strategically. They hire when urgent, reduce headcount when pressured, and treat talent acquisition as
a transactional function rather than a core business driver.

The result? Expensive bad hires. Preventable turnover. Recruiting budgets that grow year over year
without proportional returns. And a workforce that is never quite aligned with where the business is
headed.

This whitepaper is designed to change that. Drawing on workforce data and PeopleNtech LLC's direct
experience placing professionals across IT, engineering, healthcare, pharma, finance, and more, we walk
through four interconnected areas where strategic decisions have the greatest financial impact:

s Calculating your true labor cost — not just wages, but the full picture

= Building a smarter, leaner recruiting budget

m Reducing the cost of hiring without sacrificing quality

= Retaining top talent so you never repeat the cycle

Companies that treat workforce strategy as a financial discipline —
not just an HR function — consistently outperform peers on
productivity, retention, and profitability.

Whether you are a business owner, CFO, HR leader, or operations head, the strategies in this guide will

help you take control of your labor costs, make smarter hiring decisions, and build a workforce that
compounds in value over time.
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02 HOW TO CALCULATE YOUR TRUE LABOR COST

Know What You're Actually Spending

Most organizations underestimate their true labor costs because they focus exclusively on wages. But
wages are only part of the equation. Your actual per-employee cost includes recruitment, taxes, benefits,
training, and overhead — all of which compound significantly as headcount grows.

Without a precise labor cost model, it is impossible to make accurate hiring projections, set competitive
pricing, or identify where your workforce spend is underperforming.

The Six Cost Categories Every Business Must Measure

To calculate your true labor cost, you need to account for expenses across six areas:

Average hourly employer cost per private-sector worker in the U.S.
(BLS, 2025) — of which roughly 30% is benefits alone

$4 700 Average cost to hire one employee in the U.S. (Deloitte, 2024) —
y before onboarding, training, and ramp-up time

$774 Average annual training spend per employee — and this doesn't count
the productivity loss during ramp-up (Training Magazine)

1. Recruitment Costs

Labor costs begin before day one. Job board subscriptions, background checks, drug screening, career
fair fees, your careers page, and any recruiter or agency fees all count. The average cost-per-hire across
all roles is approximately $4,700 — and for specialized positions in IT, engineering, or pharma, it can be
3-5x higher.

2. Wages

Total salaries and hourly wages for all employees, calculated on a consistent time basis (typically annual).
This is the starting point, not the full picture.

3. Benefits & Health Insurance

Of that $45/hour average employer cost, roughly $13.49 is benefits — around 30%. This includes health
insurance premiums, employer retirement contributions, administrative fees, paid time off, and
supplemental pay such as overtime.

4. Employment Taxes
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Employers bear a tax burden for every employee: matching Social Security and Medicare taxes, and
federal unemployment taxes paid solely by the employer. These are mandatory and non-negotiable —
factor them into every hiring decision.

5. Training & Onboarding

New employees are not immediately productive. Training costs — materials, software, outside facilitators,
and the cost of lost productivity during ramp-up — average $774 per employee annually but can be far
higher for technical or specialized roles.

6. Overhead

Headcount drives overhead: desk space, utilities, equipment, supplies, and company devices all scale
with the number of people you employ. These are genuine labor costs, even if they sit in a different
budget line.

The Labor Cost Formula

Once you have totaled all six categories, divide the sum by your number of employees to get annual cost
per employee. Divide that again by approximately 2,000 (standard annual hours for a full-time employee)
to get your true labor cost per hour. This is the number that should anchor every headcount decision you
make.
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3 MANAGING YOUR RECRUITING BUDGET

|

Spend Smarter, Not More

A recruiting budget is not just a line item — it is a strategic plan for how your organization attracts the
talent it needs to grow. Yet most companies build their recruiting budgets reactively: last year's spend,
plus a percentage, regardless of whether that spend delivered results.

A strategically designed recruiting budget allocates resources based on business goals, tracks
performance by channel, and eliminates waste. It distinguishes between what is working and what is
merely habitual.

What a Recruiting Budget Should Include

A complete recruiting budget covers the following components:

BUDGET LINE ITEM STRATEGIC NOTE

Internal recruiter salaries & benefits Your most predictable cost — largely fixed year
over year

Job board subscriptions or per-post fees Evaluate subscription vs. per-post ROl annually

Paid advertising (LinkedIn, Indeed, etc.) Variable; tie spend directly to role urgency and
level

Content marketing & employer branding Social, blog, video — often underfunded despite
high ROI

Recruiting events & career fairs Consider virtual alternatives to reduce cost by 40—
60%

HR & ATS technology stack Audit annually — subscription creep is common
and costly

Referral bonuses Budget 30-50% of hires from referrals — high
quality, faster close

Miscellaneous & contingency (10-15%) Unplanned openings, travel, incidentals

Three Steps to Build a Smarter Budget

Start with your hiring goals — how many roles, at what level, in which functions. Your budget should be
a function of those objectives, not a holdover from the prior year.

Review last year's spend channel by channel. Where did you get the best quality candidates? The fastest
time-to-fill? The highest retention at 6 and 12 months? Shift budget toward what is working and eliminate
or reduce what is not.
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Calculate your cost-per-hire by dividing total recruiting spend by the number of hires completed in the
same period. This baseline makes it easy to model what a 10% improvement in process efficiency — or
a staffing partnership — would save across your annual hiring plan.

Small business owners spend an estimated 40% of their working
hours on tasks that don't directly generate revenue — including
hiring. A staffing partner reclaims that time.

Don't forget the cost of time. A 30-to-40-day time-to-fill on a revenue-generating role has a direct

opportunity cost. Investments that shorten that window — better tools, pre-vetted talent pipelines, staffing
partnerships — often pay for themselves within a single hire.
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Hire Right the First Time

The average cost to hire one employee is approximately $4,700. But that number only tells part of the
story. The real cost of a hire is revealed when it goes wrong. A bad hire — defined as someone who
underperforms, leaves within the first year, or has to be let go — costs organizations far more:

41 o/ of employers report that a single bad hire cost them more than
0 $25,000 — and 25% say the cost exceeded $50,000 (Harris Survey)

50 600/ of an employee's annual salary is the estimated cost to find their direct
= 0 replacement, according to SHRM research

1 2 5(y of total annual revenue is lost on average during new hire ramp-up
T o time — for every employee, in every role

These numbers make clear that minimizing hiring costs is not just about spending less on job postings.
It is about making better decisions, moving faster without cutting corners, and building a process that
gets the right person in the right role the first time.

Strategies to Reduce Hiring Costs

Avoid turnover at its source. The most expensive hire is a replacement hire. Staffing partners who use
rigorous screening, behavioral assessments, and skills verification dramatically reduce new hire turnover
— often by placing candidates who are better matched to both the role and the culture from day one.

Look internally first. Internal promotions and transfers eliminate job board fees, reduce onboarding time,
and signal to your workforce that growth is available within the organization. They cost a fraction of
external hires and tend to have lower turnover rates.

Build a referral engine. Referred candidates close faster, onboard more smoothly, and stay longer. While
referral bonuses add cost, they eliminate the heaviest front-end sourcing and screening work — making
the overall cost-per-hire lower than most other channels.

Use a staffing partner for speed without sacrifice. When 38% of bad hires happen because someone was
rushed into a role (Harris Survey), the solution is not to slow down — it is to have a faster, higher-quality
pipeline ready. PeopleNtech delivers qualified, pre-vetted candidates in as little as 24—48 hours, giving
you speed and quality simultaneously.

Audit your tech stack annually. Recruiting tools accumulate. Subscriptions that made sense two years
ago may now be redundant, underused, or replaceable by more capable platforms. A disciplined annual
review typically uncovers 10-20% in recoverable spend.
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The question isn't how to spend less on hiring. It's how to get better
outcomes — faster — from every dollar you invest in talent
acquisition.
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05 EMPLOYEE RETENTION: THE HIDDEN PROFIT LEVER

Keep the Talent You've Already Won

Retention is where labor cost strategy is won or lost. Every time an employee leaves, your organization
absorbs the full cost of re-recruiting, re-hiring, and re-onboarding. Multiply that by your annual turnover
rate and the number becomes significant — in many cases, the largest preventable labor expense a
company faces.

Annual cost of voluntary employee turnover to U.S. businesses
$1 T (Gallup) — for a 100-person organization, that can translate to $660K—
$2.6M per year

71 o/ of employees are less likely to leave if they receive frequent
0 recognition, according to a 2025 Nectar HR report

230/ of American workers report being dissatisfied with their growth
0 opportunities (APA, 2024) — the #1 driver of voluntary resignation

The Five Drivers of Retention

SHRM research consistently identifies five factors as the most powerful contributors to employee
satisfaction and retention:

s Respectful, equitable treatment across all levels of the organization

s Competitive and fairly structured compensation — including performance-based increases

m Trust between employees and senior leadership, built through transparency

= Job security and organizational stability

s Meaningful opportunities to apply and grow skills

Retention Strategies That Work

Pay competitively and adjust proactively. Regularly benchmark salaries against your industry and region,
and offer performance-linked increases that signal your investment in top contributors. Reactive
compensation — only increasing pay when someone threatens to leave — is both expensive and trust-
eroding.

Build real career pathways. Promote from within before recruiting externally. Create visible growth
trajectories. Offer mentorship and cross-training programs that give employees a reason to stay, not a
reason to look elsewhere for the advancement they deserve.

PeopleNtech LLC | peoplentech.com | info@peoplentech.com | (+1) 571-771-7317 Page 9



Operate with transparency. Employees who understand the direction of the business, the reasoning
behind decisions, and where they fit in the larger picture are significantly more engaged — and less likely
to be wooed away by a competitor.

Provide meaningful recognition. It costs little and returns much. Organizations with structured recognition
programs report voluntary turnover rates that are 21% lower than peers without them.

Offer genuine flexibility. Flexible work arrangements — whether in schedule, location, or structure — are
no longer differentiators. For most high-performing professionals, they are baseline expectations.
Denying them is a retention risk.

Recruit to retain. The best retention strategy begins at sourcing. Candidates who are precisely matched
to a role — in skills, culture, and growth alignment — stay longer and perform better. This is why
PeopleNtech's placement process prioritizes fit as much as qualifications.
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06 HOW A STAFFING PARTNER REDUCES LABOR COSTS

The Strategic Case for Outsourcing Talent
Acquisition

There is a common misconception that using an external staffing firm is an added cost. In practice, the
opposite is typically true. When you factor in the internal time spent sourcing, screening, interviewing,
and onboarding — plus the financial risk of a mis-hire — a staffing partnership almost always costs less
than the full internal model.

Here is how PeopleNtech directly reduces labor costs for the organizations we serve:

Faster Time-to-Fill

Every day a revenue-generating role sits vacant costs your organization money. PeopleNtech delivers
pre-vetted, qualified candidates within 24—48 hours for most roles, drawing from an active talent pipeline
built across IT, engineering, healthcare, pharma, finance, professional services, and light industrial
sectors. Faster placement means faster productivity.

Higher-Quality Matches

Speed only creates value if quality is maintained. Our recruiters conduct skills assessments, credential
verification, reference checks, and cultural alignment screening before presenting any candidate. The
result is a higher offer acceptance rate, a faster ramp-up to full productivity, and meaningfully lower new
hire turnover.

Compliance and Risk Management

Worker classification errors, 1-9 violations, background check gaps, and benefits compliance issues are
all costly. PeopleNtech manages these processes end-to-end for placed candidates, reducing your
organization's legal exposure and administrative burden simultaneously.

Workforce Flexibility

Contract, contract-to-hire, and direct hire models give you the ability to scale your workforce in response
to demand — without the fixed cost of permanent headcount during uncertain periods. This flexibility is
particularly valuable for project-based work, seasonal surges, and organizational transitions.

Specialized Industry Expertise

Recruiting a clinical research associate is not the same as recruiting a DevOps engineer or a CPA.
PeopleNtech's practice areas are led by specialists who understand the technical requirements,
compensation benchmarks, regulatory considerations, and talent dynamics specific to each field. That
depth of expertise accelerates every search and improves the precision of every placement.

What PeopleNtech Manages For You Client Benefit

Sourcing, screening & skills assessment End-to-end talent pipeline management
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Background checks & credential verification
Worker classification & compliance

Payroll administration (for contract roles)
Market intelligence & salary benchmarking

Workforce strategy consultation

Compliance-ready candidates from day one
Reduced legal and co-employment risk
Zero administrative overhead for clients
Competitive offers that close faster

Hiring plans aligned to business objectives
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07 FAQS: LABOR COSTS & WORKFORCE STRATEGY

Answers to the Questions We Hear Most

Q: What is the true cost of a bad hire?

A: Research consistently places the cost of a bad hire at $25,000-$50,000 or more, depending on
seniority. This includes the original recruiting and onboarding investment, lost productivity, team
disruption, and the full cost of recruiting and onboarding a replacement.

Q: How do staffing agencies reduce recruiting costs?

A: Staffing agencies eliminate the need for internal sourcing, screening, and compliance management.
They provide pre-vetted candidates faster than most internal teams can, reducing time-to-fill, lowering
the risk of a mis-hire, and freeing your internal team to focus on core business priorities.

Q: What is a healthy labor cost percentage?

A: Labor costs as a percentage of revenue vary significantly by industry. Service businesses often run
50-70%, while manufacturing and distribution typically target 20-35%. The key is benchmarking
against your specific sector and monitoring trends over time — not just comparing against a universal
number.

Q: What are the most effective employee retention strategies?

A: The five most consistently effective retention strategies are: competitive, performance-linked
compensation; internal promotion and career pathing; leadership transparency; structured employee
recognition programs; and genuine workplace flexibility. The foundation of all five is a quality hire —
someone matched precisely to the role and the culture from day one.

Q: Is it cheaper to hire directly or through a staffing agency?

A: Direct hiring appears cheaper on the surface, but total cost includes internal recruiter time, job board
fees, assessment tools, background checks, compliance management, and the financial risk of a mis-
hire. For most roles — especially specialized, time-sensitive, or high-volume needs — a staffing
partnership delivers a lower total cost with higher-quality outcomes.

Q: How can PeopleNTech LLC help reduce my organization's labor costs?

A: PeopleNtech provides end-to-end talent acquisition across IT, engineering, healthcare,
pharmaceutical, accounting, professional services, and light industrial sectors. We reduce time-to-fill,
improve placement quality, manage compliance, and offer flexible staffing models — all of which
directly reduce your total labor cost while improving workforce performance.
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Your Workforce & Technology Partner

PeopleNtech LLC is a people-first, technology-forward staffing and workforce solutions firm helping
businesses build high-performing teams across the United States and Canada. As an NMSDC-certified
Minority Business Enterprise (MBE), we bring both the expertise and the mission of inclusive, excellence-
driven talent placement to every engagement.

We operate at the intersection of people and technology — matching the right professionals to the right
organizations, at the right time. Our recruiters combine deep industry knowledge with modern sourcing
tools and an active, continuously growing talent pipeline to deliver qualified candidates in as little as 24—
48 hours.

Our Staffing Practice Areas

Staffing Practice Roles We Place

IT Staffing Software engineers, cloud architects, DevOps,
cybersecurity, Al/ML, data scientists

Engineering Staffing Mechanical, civil, electrical, chemical, process,
and systems engineers

Healthcare Staffing RNs, LPNs, medical assistants, healthcare
administrators, clinical coordinators

Pharmaceutical & Life Sciences CRAs, regulatory affairs, QA/QC, bioprocess,
clinical trial management

Accounting & Finance Staff accountants, financial analysts, controllers,
VPs of Finance, CFOs

Professional Staffing HR, marketing, legal, administration, operations,
customer service

Light Industrial Staffing Warehouse, assembly, packaging, forklift, quality
control, logistics

Our Engagement Models
s Contract Staffing — project-based or temporary placements with full compliance management
m Contract-to-Hire — evaluate a candidate's fit before making a permanent commitment
s Direct Hire / Executive Search — permanent placement with full-service recruiting support

m  Workforce Strategy Consulting — hiring plan development, workforce analytics, and market
intelligence

Why Organizations Partner With PeopleNtech
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s 24-48 hour candidate delivery for most roles

m Deep specialist networks across 7 staffing verticals

s End-to-end compliance management (classification, credentialing, background screening)
s NMSDC MBE certification — supporting supplier diversity commitments

m Client-first service model with dedicated account management

m Offices across the U.S. and Canada, serving clients nationwide
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Ready to Build a
Smarter, More Cost-
Efficient Workforce?

Partner with PeopleNtech LLC for
workforce solutions that reduce labor
costs, improve hire quality, and scale with
your business.

@ Website: www.peoplentech.com
bd Email: info@peoplentech.com
R, Phone: (+1) 571-771-7317

Head office: 2800 Eisenhower Ave, 3rd
Floor, Suite 369, Alexandria, VA 22314

[l Linkedin: PeopleNTech LLC
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