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The Hidden Cost
of an Empty Seat

Open positions cost more than most
employers realize.

While hiring teams often focus on metrics
like cost-per-hire or time-to-fill, the true financial

and operational burden of leaving roles unfilled
can quietly erode productivity, revenue, customer
satisfaction, employee morale, and retention. In
today’s labor market, where competition for talent is
intense across industries like healthcare, transportation,
manufacturing, retail, hospitality, warehousing, and
skilled trades, vacancy costs are no longer just an HR problem. They're a business
performance problem.

Every day a position stays open, organizations lose output, stretch teams beyond
capacity, delay projects, and risk burnout among existing employees. Frontline and
high-volume employers feel this pressure most acutely. A missing truck driver can
delay deliveries. An understaffed warehouse can slow fulfillment. An open nursing
role can increase patient-to-staff ratios. A vacant retail management position can
hurt customer service, sales conversion, and employee engagement.

The challenge is that many of these costs are difficult to see in a traditional
recruiting dashboard.
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THE HIDDEN COST OF AN EMPTY SEAT

Most organizations can easily identify direct recruiting expenses like advertising
costs, recruiter fees, or onboarding investments. But the hidden costs tied to
prolonged vacancies often remain unmeasured, including:

Revenue Disruption Overtime Costs

Employee Fatigue Lower Customer Increased
and Burnout Satisfaction Absenteeism

Delayed Business Reduced Employee Higher Turnover
Growth Engagement Risk

Safety Incident and Increased Health and
Compliance Concerns Insurance Claims

These impacts compound over time, especially when vacancies remain open for
weeks or months.
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THE HIDDEN COST OF AN EMPTY SEAT

These impacts compound over time,
especially when vacancies remain open
for weeks or months.

This is why cost of vacancy (COV) analysis has become an increasingly important

workforce planning metric for HR leaders, recruiting teams, operations executives,
and finance stakeholders alike. Understanding vacancy costs helps organizations
make smarter hiring investments, prioritize critical roles, improve recruiting speed,
and protect operational performance.

This playbook explores how employers can calculate the cost of vacancy, identify
the hidden business impacts of unfilled roles, and reduce hiring gaps through
smarter recruiting strategies and technology investments.

The organizations that treat vacancy costs as a business-critical metric, not just a
recruiting statistic, are better positioned to protect productivity, retain employees,
and maintain a competitive edge.

In this guide, you'll learn:
« What cost of vacancy really means
« How to calculate vacancy costs (and a tool to help you do that)
« The hidden operational and employee impacts of understaffing
« Why vacancy costs vary by industry and role type
« The factors driving longer time-to-fill
« How recruiting inefficiencies affect business performance
« Actionable strategies to reduce vacancy costs and accelerate hiring


https://www.talroo.com/blog/the-cost-of-vacancy-versus-the-cost-of-a-bad-hire/

Understanding Cost of Vacancy

Cost of vacancy (COV) refers to the financial and operational impact of leaving a
position unfilled over a period of time. At its simplest level, COV estimates how
much value an employee would have contributed if the role had been filled.

Many employers underestimate vacancy costs because they focus only on direct
recruiting expenses. But the reality is that vacancies create ripple effects across
teams, customers, operations, and financial performance.

For example:

« A vacant warehouse role may reduce fulfillment speed and increase overtime
costs.

» An open customer service position may increase wait times and lower
customer satisfaction.

» A missing truck driver may delay deliveries and impact revenue.

« An unfilled nurse role may increase patient ratios and employee burnout.

» A vacant retail associate position may reduce sales conversion and customer
support.

The longer the role remains open, the more these operational impacts accumulate.

QO



UNDERSTANDING THE COST OF VACANCY

Cost of Vacancy Formula

Annual Revenue Per Employee

Cost of Vacancy Per Day = 220

Annual Revenue Per Employee = Total Company Revenue + Total Number of Employees
220 = approximate number of working days in a year

A vacancy at a company generating $50 million in annual revenue with 250
employees before factoring in
overtime, burnout, turnover risk, or customer impact.

COV is Often Underestimated

The formula above provides a baseline estimate, but it does not fully capture the
broader organizational impact of vacancies.

Some vacancy-related costs are difficult to quantify, including:
» Lower employee morale
e Burnout and fatigue
» Delayed projects
« Customer dissatisfaction
« Reduced quality
« Safety risks
 Lost institutional knowledge
 Increased turnover among overworked employees

This “gray area” of vacancy costs is where organizations often experience the
greatest long-term damage. For employers operating with lean staffing models or
high-volume hiring needs, even short-term vacancies can quickly disrupt operations.
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The Operational Impact of
Prolonged Vacancies

Vacancies rarely affect just one team member or department. They create
operational strain that spreads throughout the organization.

When employees leave and positions remain unfilled, remaining staff absorb
additional responsibilities while leadership works to backfill the role. Over time, this
creates a cycle of stress, inefficiency, and declining performance.

Productivity Loss

One of the most immediate impacts of vacancies is reduced productivity.

Even when teams redistribute responsibilities, employees are rarely able to fully
replace the output of an experienced worker while also managing their own
workload.

Productivity losses may include:
» Slower project completion
» Reduced production output

» Missed deadlines

e Longer customer wait times
» Lower service quality
 Increased error rates

For frontline and hourly environments, productivity disruptions can be especially
costly because staffing levels directly affect operational capacity.

In sectors like manufacturing, logistics, healthcare, and hospitality, labor shortages
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THE OPERATIONAL IMPACT OF PROLONGED VACANCIES

Productivity Loss

Vacancies can also directly impact revenue generation.

Sales organizations may lose opportunities when territories rema

in uncovered. Retail employers may see lower conversion rates when stores are

understaffed. Restaurants may reduce seating capacity. Warehouses may process

fewer orders.

In many industries, labor availability Sectors facing persistent labor
directly determines revenue potential. shortages:

For example, trucking companies facing
driver shortages may be forced to decline

Trucking and transportation

Warehousing and fulfillment
Healthcare

contracts or reduce delivery volume. STl s

Healthcare providers may cap patient Retail

intake due to staffing limitations. Hospitality

Retailers may reduce operating hours Manufacturing

because of staffing gaps.

Delayed Growth and Strategic Initiatives

Vacancies often affect customer experience before they appear in financial reports.

Understaffed organizations frequently experience:

Longer response times
Reduced service quality
Increased complaints

Lower customer satisfaction
Reduced loyalty

Negative reviews

When employees are stretched too thin, customer interactions suffer. In customer-

facing industries, repeated staffing shortages can weaken brand reputation and

increase customer churn.
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The Human Cost of Vacancy
Burnout, Stress, and Retention Risk

When organizations operate understaffed for extended periods, the burden shifts to
current workers. Employees often take on additional responsibilities, work longer
hours, skip breaks, or sacrifice work-life balance to maintain operations.

Over time, this creates significant workforce risks.

Employee Burnout

Employee burnout is one of the clearest consequences of prolonged vacancies.

More than half (55%) of U.S. workers report experiencing burnout, with researchers
noting that burnout is negatively impacting productivity, customer service,
innovation, and retention’.

Employees covering vacant roles
may experience:

» Chronic stress

» Emotional exhaustion

» Fatigue

e Reduced motivation

» Declining engagement

» Lower job satisfaction

This is especially common in healthcare, retail, hospitality, and logistics
environments where staffing shortages are persistent and workloads are physically
or emotionally demanding.

Burnout affects more than morale. It directly impacts productivity, attendance,
safety, and retention.

1.Eagle Hill Consulting— The state of worker burnout 2025 OO
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THE HUMAN COST OF VACANCY

Increased Absenteeism and Health Costs

Understaffing can indirectly increase organizational healthcare and insurance costs

over time.

Overworked employees are more likely to:
 Call out sick

Experience workplace injuries
Use mental health resources

Require medical leave

File healthcare claims

Stress-related health concerns may also contribute to long-term disability claims,
workers' compensation incidents, and higher insurance premiums.

Increased Turnover Risk

One vacancy often creates another. Employees who consistently absorb additional
workloads may eventually leave due to stress, frustration, or exhaustion. This
creates a dangerous cycle where understaffing fuels even more turnover.

High-turnover environments often experience:
« Recruiting fatigue

Declining team morale

Lower engagement

Reduced institutional knowledge

Increased onboarding demands

Retention becomes significantly harder when employees believe staffing challenges
are permanent.

NP LA N LA
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THE HUMAN COST OF VACANCY

The Culture Impact

Vacancies can damage organizational culture. Employees may lose trust in
leadership when teams remain chronically understaffed. Frustration can increase
when workers feel unsupported or overburdened.

Over time, understaffing may create:
« Resentment among employees
» Lower collaboration
e Reduced innovation
e Poor communication
» Leadership distrust

Culture deterioration often occurs gradually, making it difficult for organizations to
recognize the impact until turnover rises or engagement declines significantly.
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Vacancy Costs Across Industries

Not all vacancies carry the same financial or operational impact. Industries like
trucking and manufacturing are very different from healthcare or engineering. While
each may hire at high volume, some industries have more hourly employees than
others.

Several factors influence the true cost of vacancy, including:
e Role type
» Revenue contribution
« Operational dependency
o Skill scarcity
o Customer exposure
« Safety requirements
e Team structure

Between December 2024 and April 2025, employers posted more than 320,000
warehouse and light industrial job openings, highlighting continued labor pressure
in logistics and fulfillment operations’.

The trucking industry moved 11.27 billion tons of freight in 2024 and supports 8.4
million industry-related jobs, underscoring how driver vacancies can create major
operational and supply chain disruptions?.

1.Food Logistics — Warehouse Labor Market Tightens as Demand for Skilled Hourly Workers Surges
2.ATA — American Trucking Trends 2025
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VACANCIES ACROSS INDUSTRIES

Frontline and High-Volume Hiring

Frontline industries often experience the highest operational impact from vacancies
because staffing levels directly affect output. If you've ever had to create a

schedule for a retail or restaurant location, you already know that shift scheduling is
like playing Tetris. And one burned out employee can impact an entire staff, whether
front of house, back of house, on POS, or in the stockroom. Someone else must
pick up the slack.

In these industries, even one unfilled role can
disrupt workflows, reduce productivity, or

Fronline and High Volume Industries create safety concerns.

Trucking and transportation

For example:
Warehousing and fulfillment P

Healthcare » A vacant forklift operator role may slow
Skilled trades

Retail

warehouse throughput.
» An understaffed retail store may increase
checkout times.

Hospitality
Manufacturing e A missing nurse may increase patient

loads for remaining staff.

» A shortage of CDL drivers may delay
shipments.

High-volume employers also face constant hiring pressure due to turnover and
seasonal demand fluctuations.

Skilled Trades and Specialized Roles

Vacancies are particularly expensive when Skilled Trades Roles

Electricians
Welders
Maintenance technicians

specialized skills are difficult to replace.

Longer time-to-fill periods increase the financial
impact because operations may depend heavily

Healthcare specialists

on these specialized workers.
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Cost of Vacancy vs.
Cost of a Bad Hire

Finding the Right Balance

Many employers hesitate to move quickly when filling open positions because they

fear making the wrong hire. And while a bad hire can certainly be expensive,

prolonged vacancies often create equally damaging — and sometimes even greater

— business risks.

The reality is that organizations must balance two competing costs.

,—[ Cost of Vacancy ) \ f—( Cost of Bad Hire )

Leaving an open role
open for too long

Extended vacancies may lead to...

Lost productivity .
Revenue disruption .
Burnout among existing employees .
Overtime costs J
Customer service decline .
Delayed growth opportunities

Increased turnover risk among .

overworked staff

Bringing in the wrong
person for the job

Bad hires may lead to...

Additional recruiting costs
Training and onboarding losses
Reduced team productivity
Cultural disruption
Performance management
challenges

Increased turnover
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COST OF VACANCY VS. COST OF A BAD HIRE

In frontline and high-volume environments, the cost of waiting too long can escalate
quickly. A warehouse that remains understaffed during peak season may miss
fulfillment deadlines. A healthcare facility operating below staffing targets may
increase employee fatigue and patient risk. A trucking company missing drivers
may lose delivery capacity and customer contracts.

The solution is not to rush hiring recklessly. Instead, smart employers focus on
improving both hiring speed and hiring quality simultaneously.

Organizations can reduce both vacancy costs and bad-hire risks by:
» Using targeted sourcing strategies to attract more qualified applicants
 Leveraging labor market data to align compensation with market conditions
« Improving job descriptions and candidate communication
« Streamlining interview processes to reduce delays
« Using recruitment technology to improve candidate matching
« Strengthening employer branding to attract better-fit talent
 Building talent pipelines before urgent hiring needs arise

The most effective recruiting strategies are not simply “hire fast” or “hire
cautiously.” They are designed to help employers hire efficiently, intelligently, and
competitively while minimizing operational disruption.

Ultimately, every hiring decision carries some level of risk. But organizations that
allow critical roles to remain open for extended periods may unintentionally create
broader business problems that affect productivity, employee well-being, customer
experience, and long-term growth.
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Common issues include:
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What Causes Extended Vacancies?

Reducing vacancy costs starts with

Time to Fill Formulas

understanding why positions remain
Time to Fill =

open too long and tracking time to fill Date Offer Accepted - Date Job Posted
nchmark and for I ing.

<5 @ MBI < e For Geel SRy . . Sum of Days to Fill All Roles

Then, take a look at several factors that Average Time to Fill =

Total Number of Roles Filled

contribute to extended hiring timelines.

Inefficient Recruiting Processes

Complex or outdated hiring workflows can

. . . create unnecessary delays.
Slow interview scheduling y y

BEEEEIE SpeE e In competitive labor markets, candidates

Fegiiecriitericommtinication often accept offers quickly. Employers with

Delayed candidate feedback

slow hiring processes frequently lose

HEgii el o ien Proseesss qualified talent to faster-moving competitors.

Weak Source Strategies

Many employers rely too heavily on limited sourcing channels. Posting jobs on
generic job boards without targeted recruitment strategies may produce low-quality
applicants or insufficient candidate volume.

Frontline hiring often requires more
proactive sourcing methods, including:
» Programmatic job advertising

» Geographic targeting
« Mobile recruiting
» Labor market analysis

» Retargeting campaigns
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WHAT CAUSES LONGER TIME-TO-FILL?

Employer Brand Challenges

Candidates increasingly evaluate employers before applying.

Negative reviews, unclear career growth opportunities, poor
communication, or weak compensation transparency can
reduce application volume and acceptance rates.

Strong employer branding helps organizations compete more
effectively for talent.

Labor Market Conditions

External labor market trends also influence
vacancy duration.

Employers may face challenges due to:
» Regional labor shortages
« Demographic shifts
» Increased competition
» Changing candidate expectations
» Wage pressure
 Skills gaps

These conditions are particularly challenging
in industries already experiencing labor
scarcity.
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How Smart Employers

Reduce Vacancy Costs

Organizations cannot eliminate vacancies entirely, but they can significantly reduce

the financial and operational impact of hiring gaps.

The most effective employers treat vacancy reduction as both a recruiting priority

and a business strategy.

Improve Hiring Speed

Reducing time-to-fill is one of the
most effective ways to lower vacancy
costs.

Organizations can accelerate hiring
by:

« Simplifying interview processes

» Reducing approval bottlenecks

e Improving recruiter

responsiveness

» Automating scheduling

« Using mobile-friendly applications

» Establishing clear hiring timelines

Even small reductions in hiring delays
can generate meaningful savings
when vacancy costs are calculated
daily.

Use Smarter Job Ads

Traditional “post and pray” recruiting
strategies are no longer enough in
competitive labor markets.

Modern employers increasingly use
data-driven recruitment marketing
strategies to improve applicant quality
and hiring speed.

This includes:
» Programmatic job advertising

Targeted audience segmentation
Geographic optimization
Real-time campaign adjustments

Performance-based advertising

Smarter job distribution helps
employers reach qualified candidates
faster while improving recruiting
efficiency.

QO



r-‘

A

R/

y

A

9

n
o N

Leverage Labor
Market Data

Labor market intelligence helps
employers make more informed
hiring decisions.

Data can help organizations
understand:
» Regional talent availability

Competitive wage benchmarks
Candidate demand trends

Market-specific hiring challenges

Seasonal workforce fluctuations

Employers using labor market
insights can better align
compensation, sourcing strategies,
and hiring expectations with current
market conditions.

HOW SMART EMPLOYERS REDUCE VACANCY COST

Strengthen
Employer Branding

Employer brand directly affects

recruiting success.

Candidates want to understand:
e Company culture
» Career growth opportunities
» Scheduling flexibility
» Benefits
» Pay transparency
» Leadership reputation

Organizations with strong employer
brands often experience:
» Higher application rates
» Better candidate quality
» Faster hiring timelines
» Improved offer acceptance rates
e Lower turnover
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HOW SMART EMPLOYERS REDUCE VACANCY COST

Invest in Recruitment Technology

Recruitment technology can significantly improve hiring
efficiency.

Modern hiring tools help employers:
» Automate repetitive tasks

Improve candidate communication

Optimize advertising spend

Track recruiting metrics

Improve sourcing performance
Reduce manual workflows

Technology investments become easier to justify when

organizations understand the financial impact of

prolonged vacancies.

Build Talent Pipelines Before Urgent Hiring

Reactive hiring increases vacancy costs. Organizations that proactively build talent
pipelines are better positioned to fill roles quickly when openings occur.

This may include:

Maintaining candidate databases

Engaging passive talent

Developing referral programs
Creating internship pipelines
Building relationships with training programs and schools

Proactive workforce planning reduces dependence on emergency hiring efforts.
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Making Cost of Vacancy
A Strategic Business Metric

Cost of vacancy should not exist only within recruiting reports. It should be part of
broader workforce planning and business decision-making conversations.

When organizations quantify vacancy Q Q

costs, they can better evaluate: / \ / \
» Staffing investments INSTEAD OF TEAMS CAN
« Recruiting budgets SAYING DEMONSTRATE
» Technology purchases “We need to hire faster.” “This vacancy is costing
« Compensation strategies the organization $900

day.”
« Workforce planning priorities \ / \ Peresy /

e Retention initiatives

Understanding vacancy costs also helps HR and talent acquisition leaders
communicate hiring urgency in financial terms executives understand.

That shift changes the conversation from recruiting activity to measurable business

impact.

Using Vacancy Data to Influence Leadership
Decisions

COV analysis can help organizations: Example:
 Prioritize critical hiring needs If reducing average time-to-fill by 10
« l|dentify bottlenecks days saves hundreds of thousands of
» Forecast staffing risks dollars annually, leadership may be
 Justify recruiting investments more willing to invest in recruiting
» Align hiring strategies with technology, advertising optimization,
operational goals or employer branding initiatives.
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Conclusion:
Vacancy Costs Are Business Costs

Vacancies affect far more than recruiting metrics.

They impact productivity, revenue, customer satisfaction, employee well-being,
retention, culture, and long-term business performance.

In today’s labor market, organizations can no longer afford to treat prolonged hiring
gaps as a routine operational challenge. Every unfilled role creates financial
pressure and workforce strain that compounds over time.

The employers best positioned for long-term success are those that:
« Measure vacancy costs accurately

Understand the hidden operational impacts

Prioritize hiring speed and efficiency

Invest in smarter recruiting strategies

Protect employee well-being

Use workforce data to drive decision-making

Cost of vacancy analysis provides organizations with a clearer picture of how hiring
delays affect the entire business—not just HR.

Most importantly, it helps employers shift from reactive hiring to proactive
workforce planning.

As labor shortages continue across many industries, organizations that reduce
hiring gaps and improve recruiting agility will gain a significant competitive
advantage.

4 )

To better understand the financial impact of your own open positions,

use Talroo's Cost of Vacancy Calculator to estimate how much

prolonged vacancies may be costing your organization each day.
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