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Newsletter Issue 2 – November 2012 

Costs of Doing Business 
 

Is it time to fix the recruitment agency ‘cycle’? 

Many businesses rely on the services of recruitment agencies to source new candidates for business needs and 

changing circumstances.  But, the relationship with recruiters is sometimes a source of frustration for the firms 

who rely on their services.   They seem to become trapped in the recruitment agency ‘cycle’.  

 

There are many good reasons why firms turn to recruitment agencies to source new staff.  Time limitations, lack of 

recruitment skills and an absence of database listings are just a few.  But, a quick review of the current standard 

terms of business when dealing with recruitment agencies sheds some light on the frustrations felt by clients. 

 

The current model requiring upfront remuneration can be costly for many firms.  Taking a real life example, an 

employee in the $70,000 a year salary category is subject to an agency fee of 19%.  The recruitment agency 

requires an up-front payment of 25% on acceptance of the assignment, a following fee of 25% is payable when a 

short list is presented and the balance is payable when the employee commences.  While there is an agreement 

that the candidate will be replaced within 3 months if they don’t work out, most employers are not sure if the 

employee is capable fulfilling the full role by that stage. 

 

While the potential employee is sourced by the agency the onus is still on the employer to check references and 

work permits.  An extensive waiver from indemnity or loss on the part of the agency is part of the contracting  

process. If the employer wants some type of aptitude testing, like IQ, EQ or axe murderer assessment, the 

employer needs to arrange to do that separately, normally through a third party. 
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Then, once a suitable employee is placed in a business it is not unusual for them to be followed up in a year or two 

by the recruitment agency to see how they are going, and if there is a hint of dissatisfaction, see if they are 

interested in positions elsewhere.  If they do ultimately leave for a new organisation then the recruitment ‘cycle’ 

begins all over again. 

 

There is uncertainty about for whom the agency acts. They contract with the employer, who pays the fees, but say 

they act for the employee as a “go-between”. Perhaps it is this ethical question that the agencies need to 

confront, without ignoring it on the basis they feel they are acting commercially.  

 

A more effective model for recruitment services would be for organisations to pay some up-front costs, but the 

remainder, or perhaps a bit more, payable to the agency over say, a year, or the period of employment or when 

the employee reaches a set of professional milestones.   More like a ‘clip-the-ticket’ style system with an upfront 

amount and a trailing amount.  It is a bit like mortgage brokers and life insurance salespeople, with the incentive 

for the agent to leave the employee in situ, avoiding the churn. 

 

While recruitment agencies are ultimately independent businesses the frustration felt by clients may be something 

that could be raised with the leading peak body for the recruitment industry in Australia and New Zealand which is 

the Recruitment and Consulting Services Association (RSCA).     

 

Is the cloud helping business stay on track? 

Many Australian firms are embracing cloud computing as an effective way to reduce costs, access real time 

reporting and for data analysis.  The growth of secure offsite data centres, both in Australian and overseas, means 

that many firms are now exploring cloud computing options in growing numbers.  IT research and advisory 

company Gartner has predicted that by 2015 the global market for public cloud services will be worth $176.8 

billion. 

 

Gunderson Briggs is successfully utilising cloud computing for a number of clients and while large companies 

already embrace the benefits, many small to medium enterprises are now beginning to follow the trend.   Some 

current cloud computing service options include Software as a Service, Platform as a Service and Infrastructure as 

a Service.  A recent study by KPMG in Australia, titled ‘Cloud computing: Australian lessons and experiences,’ 

found that although the cloud computing phenomenon is real, accelerating and to be taken seriously, the biggest 

benefits are unexpected.  The report also noted that location is important and a significant barrier to take-up is the 

wide variation in maturity and quality of cloud services and service providers. 
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KPMG also summarise the some of the current common challenges which include uncontrolled adoption of cloud 

applications in large organisations, non-compliance with local regulations (especially in respect of handling of 

customer information), concerns about regulations applying to services in other jurisdictions, comparing ‘apples to 

oranges’ business cases for cloud computing and measuring the performance of cloud service providers. Telsyte, 

an independent emerging technology analyst firm in Australia, found that approximately 20% of CIO’s rated 

mobile and cloud security as a critical priority.  

  

There are lots of other effects contributing to the growth of cloud computing including; the high $AUD the 

reduced cost of hardware due to aggressive competition, the ability to share applications invented by others and 

Data storage across multiple of devices. Dumb terminals are also being networked and service providers are 

managing the entire system including the acquisition and replacement of hardware. I can’t be with you if I don’t 

take my tablet! 

 

At Gunderson Briggs we follow 10 rules for anything IT: 

1. Anything that brings a significant reward, like greater efficiencies, also brings significant risk, like exposure 

of data. Be prepared for the risk. 

2. If you can’t see the risks, it doesn’t mean there are none. The risks are hidden, so you need to find them. 

3. Changing your IT is a change in the way you do business; this in turn will change your organisation. Be 

prepared to manage that change in your organisation. 

4. IT change must be sponsored and adopted from the top down; otherwise it will fail. There must be a high 

level of embroilment.  

5. Any IT system must ensure that there is only ‘one source of the truth’. 

6. Any person recommending a course of action, or making decision, for a business cannot be and must not 

become a vendor to the business. 

7. If you issue a RFP (Request for Proposal), politely state that you know little and will be relying in full on the 

vendor and their knowledge. 

8. Digital platform, consistent architecture, off-the-shelf software with minimal tailoring, no major 

customisation; be one of the crowd. 

9. Remember if you are sharing software e.g. from an open source site, you may not own the IP that may 

develop, so don’t say you do. 

Service level agreements for vendors that allow remedies to be taken in the short term e.g. delay in attending to 

problem, is adjusted against the next service payment. 

 


