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Companies are rewarding employees who recruit colleagues from among their acquaintances,

areer-minded people

discovered long ago

that cultivating a
wide circle of friends can
reap a handsome payback in
the jobs market. Now
employers are tapping the
address books of their
employees by rewarding
those who talent-spot on the
company’s behalf.

Almost half of UK employ-
ers offer staff an incentive to
solicit job applications from
friends and associates,
according to the Chartered
Institute of Personnel and
Development. Also on the
increase are alumni pro-
grammes, which encourage
former employees to feed
back recruitment leads and
consider rejoining the com-
pany in the future.

Growing enthusiasm for
social networking has done
much to popularise personal
introduction.

“The market is acutely
aware of the power of word
of mouth,” says Richard

Spragg, communications
manager at EPCglobal, an
engineering recruitment spe-
cialist. “It is driven by busi-
nesses waking up to commu-
nities such as MySpace and
Friends Reunited.”
Tangible benefits have
endeared referral pro-
grammes to employers, par-
ticularly the opportunity to
cut recruitment budgets. It

Jooks like a good outcome

for both employer and the
employees.

Xansa, a UK-based out-
sourcing and technology
business, rewards employees
for introductions that result
in permanent appointments.
Payments reflect the senior-
ity of the recruit and range
from £1,000 for clerical staff
to £7,000 for client directors.

“In the UK employee refer-
rals bring in 20 per cent of
our recruits at 50 per cent
cost savings,” says Valerie
Hughes D’Aeth, group HR
director. “In India about half
come through referrals and
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effective way to recruit

the savings are closer to 75
per cent. Referrals are
hugely successful both for
employers and employees.”

Keeping costs down isn’t
the only attraction of refer-
ral and alumni hiring
schemes. Just as important
are the benefits that flow
from appointing someone
who is known to share the
values of the culture they
are joining. “The learning
curve for becoming effective
is much shorter,” says Rich-
ard Jordan, head of
employer brand at Ernst &
Young in London.

Not everyone is convinced
that the principle of recruit-
ing like-minded colleagues is
sound. One worry is that
referral programmes restrict
the flow of new ideas into
organisations and exacerbate
workplace biases, because
existing staff are likely to
recommend people in their
own image.

But if an organisation is
already socially diverse and
populated by open-minded
people, recruiting more of
the same is all to the good.

As the popularity of incen-
tivised referral programmes
has risen, so has the size of
the inducements. A case in
point is professional services
firms, where bonuses can
range from £2,000 for the
appointment of a secretary
to £10,000 for a partner.

But bigger may not mean
better. In fact, the reverse
may be true, says Richard
Alberg, a senior vice-presi-
dent at Kenexa, the recruit-
ment and retention special-
ists. He warns that extrava-
gant bonuses may tempt
staff to recommend names
inappropriately.

And, even if they are act-

ing act in good faith, how
reliable are employees as
judges of who is right for a
business?

Mr Alberg points out that
friendship can colour some-
one’s view of a prospective
work mate’s capabilities.

‘In the UK employee
referrals bring

in 20 per cent

of our recruits

at 50 per cent

cost savings’

When a respected employee
recommends a friend,
employers may be tempted
to assume that the candidate
will make an equally good
colleague.

Referral programmes are
useful, but certain rules are
necessary, says Helen Hall,
human resources director for
Bupa UK membership. Rule
one is that referred candi-
dates should be assessed on
the same basis and by the
same methods as external
applicants.

Another safeguard is to
conceal the source, where
possible, through which
referrals have entered the
selection pipeline.

Recommendations are val-
uable only if they yield can-
didates who are equipped
with skills that the company
wants its employees to have.

Recruiters must also plan
for how to deal with appoint-
ments that go wrong. To
limit their financial expo-

writes Alicia Clegg

sure, some employers pay
bonuses only after a referred.
candidate has completed a
probation period.

One employer that has set
out to find the best way to
match areas of skills short-
ages with referred candi-
dates is AstraZeneca, the
pharmaceutical company.

Instead of a blanket refer-
ral programme, AstraZeneca
invites staff, particularly
those in areas of skills short-
ages, to enrol as “talent
scouts”. They then receive
an online magazine that
highlights recruitment prior-
ities and offers tips on how
to network.

For example talent scouts
learn how to spot and
approach talented people
and are reminded that pros-
pects will be seeing the com-
pany from the outside and
may not be looking for a job.

Jez Chance, marketing
communications manager,
says the company has
moved away from a “friends
and family” approach. About
15 per cent of AstraZeneca’s
employees are talent scouts
and they look out for tal-
ented people among those
they encounter directly
through work or know by
reputation.

In AstraZeneca’'s view, not
paying the recruitment
bonus until after a probation
period is tantamount to
management passing the
buck.

“The talent scout’s job is
to populate the candidate
pool,” Mr Chance says
emphatically. “As a com-
pany, it’s our responsibility
to make the right decisions
and to provide the condi-
tions for the appointee to
succeed.”
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