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Employee Referral Programmes

A great ERP has the potential to generate 40% to 50% of your hires,  
and most talent acquisition professionals would agree these 
programmes deliver higher quality hires, that stay longer and perform 
better than those from any other attraction channel. 

A recent survey by IRS (a sister organisation of Personnel Today) 
showed referral schemes had provided a cost-effective way of finding 
top-quality candidates. The study (covering a combined workforce 
of almost 436,000 people) stated that 77% of respondents agreed 
the schemes “more than recoup the time, money and effort involved 
in running them, by helping to hire quality recruits”, and 74% agreed 
the schemes “help to foster greater employee engagement”. Separate 
research conducted by Jobvite also concluded that ERPs were 
the fastest way of hiring – taking 55% less time than an employer’s 
careers site.

However, if you don’t currently have an ERP in place, then you are 
far from on your own. Our research (in conjunction with the In-House 
Recruitment Network in 2017) revealed that 27% of employers still 
had no formal programme in place, whilst those that did rated the 
effectiveness of their ERP at a lowly 6/10.

In the face of growing skills shortages, record levels of employment, 
increased candidate sophistication and tight budgets, organisations 
need to activate their employee base as the main engine of their 
recruiting efforts.

The focus of this guide will be to show the advantages of ERPs, share 
tips for setting up or refreshing a referral programme, and discuss 
how to overcome some of the perceived pitfalls.

What’s all the fuss about?
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Advantages of ERPs
Dr. John Sullivan, a well-known thought-leader in Human Resources 
and a management professor at San Francisco State University, 
states that his research shows candidates referred by employees 
accept positions 15% more often than candidates from the open 
market. Other positive results include:

Higher productivity
A recent study by Cranfield School of Management found employees 
recruited through ERPs had significantly higher performance than 
those hired through other channels. In addition, John Sullivan’s 
research shows that referred hires perform at levels as high as 15% 
more than those from other sources.

Higher retention rates
Providing the employee who referred them did not leave, the 
Cranfield study noted that employees who were recruited through 
ERPs remained longer than employees recruited through other 
sources.

Speed of hire
Because employees begin the process of ‘selling’ the company 
to the candidate before the interview, the company spends less 
time having to promote itself and the role, therefore applicants 
advance through recruitment processes much more quickly. 
Indeed, the average ERP hire is made after 29 days, but job 
board hires take 39 days and careers site hires take 55 days.
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Higher quality candidates
Outstanding referrals reflect well on the referring employee, so 
employees are likely to try to find top candidates and avoid poor  
performers.

Cost effectiveness
The Society for Human Resource Management (SHRM) is working 
to establish a standard set of metrics, but a recent survey conducted 
by SHRM and Referral Networks revealed that the cost-per-hire was 
much less expeansive than any other direct sourcing channel and 
much less than employment agency/executive recruiter fees. Our 
own experience endorses this, as we have reduced the cost per 
hire by as much as 40% following the implementation of a series of 
measures, including a well marketed ERP.

Better cultural fit
Since your people know your organisation ‘warts and all’, who else 
is better placed to represent your employer brand? The fact that 
your recommendations are firmly rooted in the current employee 
experience means that those referred are more likely to be culturally 
aligned.
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Creating or refreshing an ERP
We have delivered award-winning ERPs that are recognised for creativity, innovation 
but, above all, effectiveness. We’ve worked with organisations of all sizes across 
many sectors throughout EMEA and, over 20 years, have gathered a wealth of 
experience which we’d like to share in the following tips:

Before you start

Pause, review and think. A good ERP needs careful thought. Consider what 
has or might affect participation. Is there a lack of awareness or understanding? 
Are your employees engaged and motivated? Have you really honed the process 
and reward mechanisms thoroughly?

Start at the top. If senior management isn’t committed to the success of the 
programme, it won’t work. Your organisation’s executives must continually 
reinforce the message that the strength of the company lies in the quality of its 
workforce and that recruiting is everyone’s responsibility.

Keep it simple. Complex rules are the easiest way to kill participation in ERPs. 
If you want your programme to work, make it easy to use and understand. Your 
applicant tracking system might offer a good level of referral functionality. If not 
use the technology we discuss later.

Set measurable goals. Well-defined metrics that will quantify the performance 
of your ERP are crucial to its success. Be specific. The most important metric 
will be how your investment compares with other sourcing options such as quality 
of hire or cost per hire. This should help you make informed ROI comparisons and 
allocate your budget in the most effective places.
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Create an Identity

What’s in a name? A lot! We can trace the success of an ERP directly to the 
affiliation/recognition of the brand identity that it is based upon. A well thought 
out brand identity will make your ERP stand out from all the other internal 
comms, it will promote awareness, understanding and, most importantly, 
participation. What’s more, nobody wants to participate in a ‘scheme’ or 
‘programme’ so whilst we might refer to ERPs within the HR community let’s 
call them something much more engaging when we are communicating with 
our colleagues.

It’s not ‘Refer a Friend’. Calling it this simply narrows your people’s focus 
when considering who in their various networks they could refer. If we want 
to create talent scouts and harness the full array of social and professional 
networks we need to extend their vision further than friends. For example, 
if they enjoy good service or meet someone with good skills, that would fit 
into your culture, then they should feel empowered to refer that person.

Think bigger. Use the identity to reinforce your people’s understanding of your 
People Deal and employment propositions. Reflect your values and culture 
in all the comms so that the identity is an authentic reaffirmation of why your 
people should stay with you as well as refer others to join.

Have fun! You’re talking to your own people and this gives you the licence to 
be more relaxed and creative.
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Constant promotion

Educate. Before promoting action, you need to foster understanding. Explain 
to your people why they should refer (promote more than just money), who you 
are looking for (think about value alignment as well as skill sets), how to refer 
and what to say to people when promoting you as an employer. When people 
understand the why, who, how and what, they’ll become much better referrers.

Create talent scouts. Top talent is hard to attract and is more likely to join if 
they have a relationship with someone within your organisation, preferably 
someone they know and trust. You should ask your people to identify top 
performers they know of in their fields and reach out to these individuals at 
networking and similar events. Cisco Systems Inc., the California-based Internet 
pioneer, created a programme called ‘Friends’ where prospective employees are 
paired up with Cisco employees of similar work backgrounds. Cisco employees 
act as an extended sales force, helping to convince on-the-fence and passive 
candidates that the company is a potential (and friendly) employer. At any time, 
40 to 60% of all new Cisco hires now come from employee referrals.

Internal marketing. Prove that this is not just the latest HR fad with a sustained 
and measured marketing campaign. Keep the programme front of mind 
and fresh using seasonal or themed events, internal comms, competitions, 
sessions to promote referrals for, or from, specific departments, You can also 
use App updates, Leadership updates as well as your traditional posters, 
banners, intranet and promotional items.

External focus. Don’t limit your marketing to your current employee base. 
Think how you can motivate the alumni community, your suppliers, business 
partners, talent pools and even your current applicants to make referrals. Much 
of this is possible using the technology we’ll discuss later.

Social advocacy. Use technology to enable your people to share their enthusiasm 
for working with you and help others join. Your employee advocacy levels 
can be leveraged through social channels such as review sites (Glassdoor or 
Indeed), social media channels (Facebook, LinkedIn etc) and social referral 
apps and software. You should encourage all your people to share their 
positive employee experiences and current vacancies through these channels.
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Encourage participation

Micro rewards. Too many schemes are based on ‘all or nothing’ rewards. If 
you want people to engage with your ERP you should deliver a series of micro 
rewards which recognise good behaviour. For example, you might recognise 
social sharing of your vacancies, or referring a candidate that succeeds in 
getting to the interview stage or perhaps joining your talent pool because they 
are a potential hire for whom there is no current opportunity. This ‘little and 
often’ approach will encourage further good behaviour and be much more 
noticeable throughout your employee base than a fewer larger rewards.

Pay it fast. When an employee is entitled to a finder’s fee, pay it on time. 
Don’t force employees to follow up on fees that they have earned. And, 
perhaps more controversially, we believe that you should pay it in full when the 
candidate starts, not 50% on the first day and 50% after a certain period. If you 
have interviewed and assessed the candidate, then it’s your decision to hire 
them, so take responsibility for your own judgment. You don’t enforce these 
terms on recruitment consultants who charge much more – why do this to your 
own people?

Communicate. With both the referrer and the referee. Ensure that every referral 
is acknowledged with a response that lets the employee know the referral 
was received and appreciated, then keep the referrer in the loop with how the 
candidate is progressing.

VIP channel. Give referrals a great candidate experience – remember they are 
likely to be quicker, cheaper and better hires after all. Moreover, if your people 
know that candidates they referred previously enjoyed a great journey, this will 
only enhance the probability of them making further referrals.
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Appeal to all

Money. When determining the amount of the financial reward, consider the 
level of the position and the fees you might have paid to an outside source. 
Our research shows that 70% of employers pay £1,000 or less per referral with 
the most popular reward band paying between £501 and £750. The fee needs 
to be meaningful and enough to get people’s attention, but we should always 
remember that employees are not just motivated by money.

Team. Encourage and empower employees to play a more active role in building 
an exceptional team for them to work with. Help employees understand that 
they are the ones who will benefit from the referral programme. Communicate 
that recruiting the best will help them learn and ultimately lead to a better chance 
of shared success.

Get competitive. You can gamify your ERP to harness individual or 
inter-departmental competitiveness. This allows referrers to gain points for a 
variety of activities and outcomes, promoting the micro rewards they receive on 
the way and creating a greater awareness of the ERP throughout teams. 

Be charitable. Personal reward doesn’t motivate everyone, so enable referrers 
to donate a proportion of their bonus to a nominated charity, perhaps even with 
a top up from the employer.

Celebrate success

Recognise great behaviour. Ensure that the micro rewards, whilst small, are still 
visible. These can be thankyou cards, vouchers, raffle tickets, or small gifts, but 
they should be given in a way that subtly gets noticed. You should also use internal 
comms channels to showcase referrers (and what they have done with their 
rewards) and welcome those who have joined via referral.

Create ERP envy. Invite referrers to visible events (for example a quarterly 
prize draw) so that non-participants wonder what they should do in order to 
be invited. The sense of missing out can motivate doubters to become 
participants.

Say thank you. It’s a small word but make sure it is present in all communications 
to referrers – it will have a disproportionate effect.
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Common issues

Diversity. A common objection raised to 
establishing an ERP is its effect on diversity. 
There’s a fear that employees may tend to 
recommend people like themselves, particularly 
in terms of ethnicity and age, which can lead to 
‘cloning’. This can be overcome by ensuring 
that the ERP is treated as an opportunity to 
positively market your diversity and inclusion 
initiatives to your current workforce and 
encourage participation from all employees. 
Additionally, your ERP is a great way of 
promoting your values and the fact that you 
hire solely on skills and culture fit, discounting 
any other factors.

Senior hires. Our research has shown that, 
whilst 68% of senior employees say that 
referrals are the best way to recruit top talent, 
only 48% of them said they would make a 
referral. You may need to develop a distinct 
strategy to engage with this population which 
relies more on education than marketing.

Diminishing returns. Some ERPs can get off 
to a great start but we know that, unless these 
programmes are properly managed, the 
long-term benefits can be less positive. 
Unloved ERPs begin to experience performance 
declines six months after their initial launch. If 
these problems are not addressed within a year, 
they cause serious damage to your programme. 
A combination of the tactics we have discussed 
in this paper should avoid this happening to 
your ERP.

Use Technology

Choose carefully. There are scores of Apps 
and web based/social solutions available to 
help you to streamline, gamify and promote 
your ERP. We build some and buy some for our 
clients, so we’d urge you to think twice before 
you commit. It can be tempting to fall in love 
with the latest shiniest tool, but remember to 
consider your audience and what will work 
best for them.

Be social. That said you should harness the 
power of Social Media and to share your jobs 
with your employees’ networks. Consequently, 
your roles will be automatically distributed to 
thousands of potential applicants within 
minutes. Connecting social sharing with your 
ERP increases your reach and transforms it 
from an internal comms exercise to a talent 
scout programme. In the UK, social media users 
have an average of 653 contacts. Therefore, if 
just 100 of your employees engage with your 
ERP via social share, you’ll be able to share 
your vacancies with 63,500 of their contacts.

Don’t over automate. Remember that referred 
candidates have come to you through a 
variation of word of mouth and they should feel 
‘special’ as it was you that first approached 
them. This vital talent source will lose this sense 
of being cherished if they are pushed through 
a fully automated system, or indeed a ‘standard’ 
recruitment process. Maintain the human touch 
with this audience and keep talking to them.
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Investing in your ERP consistently generates one of the highest 
returns on investment in terms of both cost and quality per hire. 
You can readily expect to get about 25% of your hires from 
employee referrals but, with a little help, your programme has the 
potential to generate 40% to 50%. 

You’ll need to devote some time and thought to build a strategy 
and then continued effort to ensure you get the highest levels 
of engagement and participation in your programme. You might 
also wish to involve a partner such as Creed to help you build 
that strategy, the ERP identity and pull together the technology 
and marketing into a coherent and compelling programme. 

We hope this paper has given you food for thought and proves 
helpful in building or improving your ERP, and we’d be delighted 
to share examples of our award-winning work in this field of 
employee marketing.

If you’d like some advice or support to create or refresh your 
ERP then Creed is happy to help, so please get in touch.

Tel: 0161 359 5999  |  Email: hello@creedcomms.co.uk

In summary


