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Risks 

CHAPTER 1

Recruitment

LEAVE NOTHING TO CHANCE 
A Best Practices Knowledge Guide for Small and 

Medium Enterprises for Managing HR Risks

http://360hr.com.au
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C H A P T E R 1

Recruitment 

When you recruit staff, you take on 
significant risks – this is especially true 
in small and mid-size businesses. That’s 
because SMEs function like HR pressure-
cookers. Bad hires and poor performance 
can bleed directly into customer 
relationships and staff morale, quickly 
turning business prospects toxic.

In fact, according to a recent Australian 
survey, most SMEs now rank ‘recruitment’ 
as their biggest challenge, nudging 
out ‘attracting and converting new 
customers’, traditionally regarded the 
largest challenge for SMEs.1 

However, there are ways to reduce the 
pressure on your business when you 
recruit new staff. 

Poor hiring choices

It takes time and money to get recruitment 
right, and it costs time and money when you 
get it wrong, especially in smaller and mid-
size businesses where the exposure to poor 
decisions is greater.

According to an independent survey of 100 
Australian HR managers, 55% of respondents 
said lost productivity was the single greatest 
impact of a bad hiring decision.2  Plus the 
more senior the staff, the higher the cost of a 
bad hiring decision.

Furthermore, a recent study concluded that 
more than 70% of job seekers will lie to 
prospective employers,3 and at least 50% of 
all resumes feature inaccurate or fraudulent 
claims.4   

To address these issues and risks, strong 
recruitment practices have never been more 
important. For example:

  Profile your roles and understand that 
recruiting great people is often about 
recognising great matches: who will work 
with whom superbly?

  Take time to source candidates through 
structured interviews with behavioural, 
scenario and futurist questions.

  Conduct thorough CV and reference 
checks to ensure you avoid new hires 
who’ve lied about key skills or experience.

  Use well-structured employment contracts 
that protect both parties by covering:

 o The actions involving intellectual 
property, harrassment, confidential 
information and bribery.

 o The position and lines of reporting.
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 o Whether it’s an award or non-award 
role.

 o Day-to-day work arrangements.

 o Pay and other benefits such as 
allowances.

 o Employee obligations.

 o Probation period and notice of 
termination.

 o Confidentiality and intellectual 
property.

 o Any post-termination restrictions.

  Use probation periods that cover the first 
six months of employment (or 12 months 
for small employers), allowing you to:

 o Regularly check-in to review new 
staff’s capability, performance and fit, 
and their match to your expectations.

 o Give new staff a chance to review 
whether the role meets their 
expectations.

 o Terminate an employee’s work contract 
legally and appropriately without 
risking an unfair dismissal claim lodged 
with the Fair Work Commission.

Additional recruitment risks

When you hire new staff, it’s a source of 
optimism about that individual’s potential to 
impact your business positively. Nevertheless, 
it’s important to pay attention to the 
potential downsides, as well as the upsides. 

There are risks that your new staff member 
may act illegally, unethically, incorrectly, 
inappropriately or in an unauthorised way. 
Therefore, SMEs must create a bedrock of 
understanding among all staff about what’s 
expected, what’s allowed and what’s out of 
bounds. 

You can manage these additional recruitment 
risks by clearly informing your staff about 
your company’s mission, goals, values and 
boundaries, for example:

  Use a well-written mission statement 
to set out whose interests are most 
important during your company’s day-to-
day operations.

  Use a robust and compelling induction / 
onboarding process – that all new staff 
must adopt – that conveys your mission, 
goals, values, boundaries and policies & 
procedures.

  Use well-structured employment 
contracts that stipulate the values, 
boundaries and expectations for all staff 
dealing with all stakeholders, including 
customers, suppliers, fellow employees 
and communities.

  Ensure business leaders and managers 
serve as role models and lead by example. 

  Check how your staff comply with rules 
and guidelines by tasking a staff-member 
to audit compliance.

For 
practical 

ways to improve 
recruitment 
outcomes and 
sidestep HR pitfalls, 
download the 360HR 
Knowledge Guide5. 

Or contact 
360HR today.

1 insidesmallbusiness.com.au/planning-management/two-thirds-of-smes-struggle-in-recruitment
2  Independent survey of 100 Australian HR managers commissioned by consulting firm Robert Half.
3  www.theaustralian.com.au/nation/more-than-70-per-cent-of-jobseekers-will-lie-to-get-work/news-story/7a954a95fefa35758216ffe620bfb7

b9&memtype=anonymous
4  atchub.net/sourcing/poor-recruitment-practices-put-australian-businesses-risk
5  360hr.com.au/the-science-of-selection/

https://360hr.com.au/the-science-of-selection/
https://360hr.com.au/the-science-of-selection/
http://insidesmallbusiness.com.au/planning-management/two-thirds-of-smes-struggle-in-recruitment
http://www.theaustralian.com.au/nation/more-than-70-per-cent-of-jobseekers-will-lie-to-get-work/news-stor
http://www.theaustralian.com.au/nation/more-than-70-per-cent-of-jobseekers-will-lie-to-get-work/news-stor
http://atchub.net/sourcing/poor-recruitment-practices-put-australian-businesses-risk
http://360hr.com.au/the-science-of-selection/ 
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