Recruitment Industry – Referral Recruitment Market Research
Recruitment Industry Outline
Forbes estimated that the global recruitment industry was valued at over $200 billion last year1. In the UK alone, over
the last financial year 2016/17 the REC (Recruitment and Employment Confederation) put the total industry turnover
at £32.2 billion2.
The recruitment industry in the UK—which reached its peak value in 2016, is expected to continue growing over the
coming years and is expected to surpass that peak figure (£35.1 billion3) in 2020.
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As the above graph shows, the recruitment industry is forecast to
rise steadily each year from its present point. The growth in
recruitment is being largely attributed to a labour and skills
shortage. The UK Shortage Occupations List4 records professions
which are in high demand in the UK and lists many sectors such as
Engineering, Healthcare, Animation and Science among others as
areas with a significant shortage. This has also been recorded by
HAYS 2018 Salary and Recruiting Trends Report5 (see right).

94% of employers have
experienced skills shortages
in the past year
77% of employers say their
top challenge is a shortage
of suitable applicants

This demand is being exacerbated by the present drop in EU
59% state skills shortages
migration numbers to the UK6 coupled with a climbing rate of
are impacting on
migration out of the UK by EU citizens. ONS shows the number of EU
productivity
citizens coming to work in the UK has fallen by 58,0007 from the
2016 figure. Additionally there has been an increase in the
Source: HAYS (UK)
emigration of EU citizens out of the UK of 47,000 over the past two years (ONS).
Another factor influencing the recruitment industry is the near historically low unemployment rate at present (4.4%
of UK population unemployed in Oct/Dec 20178) which also effects the number of suitable candidates available to
recruiters. With a smaller pool of people actively looking for work, it is harder to source quality candidates, thus those
in the recruitment process need to expand their means of reaching people.
Globally, there is a similar trend with the US also having low unemployment. The US headline unemployment rate has
remained at 4.1% from Oct 2017- Feb 20189.
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The above graph shows the close correlation in unemployment levels between the US and the UK. Both the UK and
the US have had unemployment rates steadily decline at a similar pace indicating that there are less people for
businesses to recruit from despite growing populations.
Agencies are a convenient method of recruiting for businesses that don’t have a large HR department or an in-house
staffing team. The fees for using these agencies are usually high, often pricing at a percentage of the candidate’s salarythat scales with higher salaries. For example, fees are usually between 20-30% of a salary but may be even higher for
executive salaries.
Another popular method of recruitment is using job sites and online platforms. At present, popular digital recruitment
platforms are LinkedIn, and job sites like Indeed, Reed and job-seeker oriented Glassdoor, which offers reviews and
intricate job details like average salaries provided by current/previous employees. Platforms like LinkedIn have
established a clear market and has proven an invaluable way to reach a large database of people irrespective of
geographical borders or direct contact. LinkedIn and Indeed charge job listings on a per-click basis, so the more popular
a listing is, the more the client is billed at the end of the cycle10.
Industry outlooks suggest that recruitment will continue to be increasingly digital. A future trend for recruitment is
making these online platforms smarter and more data driven. For example, the 2018 LinkedIn Recruitment Trends
puts reliance on data to assist in talent acquisition, and machine learning in facilitating recruitment as two major
trends11.
These trends can already be seen with the introduction of Google’s new project, Cloud Job Discovery, which is a job
search system powered by its machine learning that aims to make the process of looking for a job online more reliable.
At present there is limited search capabilities on job sites, which narrowly match key-words to a title or description
and don’t take into account the different job titles used by businesses. Google is trying to optimise this using its own
smart, self-learning search algorithms. This is currently being beta tested in job referral platforms like Role Point and
recruiting platforms such as CareerBuilder and Jibe among others. LinkedIn is also releasing a data-driven tool in 2018
that gives analysis and trends of candidates and companies, called LinkedIn Talent Insight12.

Recruitment by Referral
Recruitment by referral has been shown to be an effective method, improving outcomes in a myriad of ways. There
exists a number of studies and surveys exploring the ways in which referral based recruitment yields the best results
in both quality of candidate and convenience to the company.
The IZA Institute of Labour Economics released a paper on referral-based job search networks, as previous studies
showed that at least a third of all current employees were the result of a referral from friends or family13. They created
a model, using available data, to predict productivity, tenure and wage growth based on method of hire and socioeconomic factors. The model showed that candidates who were referred were on average more suited to the
company, achieved a higher starting salary, were less likely to switch companies and would stay in its employ for longer
(2011: p12).
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A recent survey from LinkedIn (ongoing from 2016) shows similar results regarding job via referral. It found that, aside
from a candidate successfully applying for a position (22.72% of respondents), people within the company knowing
them and contacting them was the most popular cited individual reason for employment (18.17%), followed by
referred by a former co-worker (12.82%) and referral by networking (10.73%)14.
Just under a third of people stated referral was responsible for their being hired (30.99%), either from a former coworker or someone in the company who knew the individual such as friend or relative. This rose to 41.72% when
referral as a result of networking was included.
The skills shortage and lack of workers has been cited as a barrier to recruitment. With a low unemployment level, the
amount of candidates available is reduced. One of the ways that recruitment by referral is beneficial is that it allows
candidates to be accessed who are not in the traditional ‘actively job-seeking’ category, and thus who would otherwise
not be found at all. This can be seen in the following graph of analysis from the LinkedIn survey data15.
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The above graph shows the prevalence of networking (including referral) as a means for getting a job. This is especially
dominant in those who already had a job and were either casually looking for another job or not looking. Thus showing
that with the current low unemployment rate, referral is effective at reaching an already employed audience that
advertising and traditional recruitment would not reach. This is in addition to being more effective than traditional
recruitment methods for those actively seeking jobs.
A paper from Tsukaba economics argues that the success in referral candidates and the reason they stay longer is due
to the higher probability of them matching the company and that this is due to the referrer being more informed about
the candidate (2009: p11)16. They also argue that the ability of the candidate to “self-select” is a factor in their success,
as they have usually not applied for the job as an active job-seeker and have more freedom to decline if they feel the
position is not right for them.
The paper also argues that these referrals can be a form of candidate screening and lead to higher quality candidates.
This is due to them finding a positive correlation between the productivity of the referee and that of the candidate.
This means that a high-productivity employee was more likely to refer a high-productivity candidate than a lowproductivity employee (2009: p20). It also notes that the advantages that a referred candidate has over a traditionally
on-boarded one is diminished over tenure, however that a match is more likely to be found.
Greet Van Hoye17 found that businesses that rewarded employees for referrals received more positive referrals and
less negative referrals than businesses without a formal referral program (2013). Her study, using a business that
introduced a reward referral system against a business that introduced a referral system without reward, found that
more people participated when offered an incentive.
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The reasons for giving the referral, taken two weeks after, list being rewarded as the most common reason for
referring. This shows that introducing a regulated referral system to a business that gives rewards, leads to an increase
in candidates.
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With the average cost of recruiting estimated to be at £5,433 by HR Review18 it is important that the person being
hired is a good fit.

Recruitment agency
fees
Time and manpower interviewing
candidates

£454
Advertising the role
£398

£767

Hiring temporary
workers to cover
vacancy
£3,618

£5,433
Logisitcal
Costs for
New Hire

HR time spent
processing
replacement
£196

Source: HR Review
66.1% of businesses reported that they lost a significant financial amount on a hire that did not work out19. This
illustrates how companies will go through the hiring process, paying fees yet ending up with an employee who is
unsuitable and needs to be replaced—thus incurring fees again. As statistically, candidates that were the product of a
referral stay in the company for longer and are a better match, this can be drastically reduced.
Referrals are cheaper because there is less need to run ads on multiple job sites, and they can run for a shorter time.
It also offers a way to cut out expensive recruitment agencies, which if responsible for a hire would cost the company
around £5,300 (for a UK average salary of £26,500). Temporary agency staff are also a huge drain on finance as they
typically cost double the normal hourly wage, as illustrated above where most of the cost comes from covering a
vacancy, therefore the shorter a position is open the better.
There are many companies that have successful referral systems formally integrated into their business models, such
as Enterprise. Enterprise uses an offline referral system that rewards the referee £500 if their candidate is successful,
thus encouraging employees to recommend the very best people they know that would be suitable. This is alongside
its campus brand managers, who seek out high quality candidates to refer from undergraduates and graduates whilst
increasing brand awareness.
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(2014) “It costs over £30K to replace a staff member”, HRreview, 25th February 2014 http://www.hrreview.co.uk/hrnews/recruitment/it-costs-over-30k-to-replace-a-staff-member/50677
19
(2017) The real cost of bad recruitment, CVLibrary, February 2017 https://www.cv-library.co.uk/recruitment-insight/wpcontent/uploads/2017/02/cvl-the-real-cost-of-bad-recruitment.pdf

Online Referral Schemes/Providers
Business
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Location

Founded 2014. Featured in Fortune article
201520.

Boon
https://goboon.co/







Analysis
Gamification
Machine Learning
Rewards
Traceability

Large reward built in--$5000 fee for
successful referral ($500 to Boon and $4500
to referrer) and gamification.
Initiates referrals by directing information on
job vacancies to relevant individuals.
Recruiter focussed.

California USA
3417 Helms Ave
Unit 1,
Culver City,
California
90232 2313

Uses matching Algorithms to identify best-fit
candidates that improves in accuracy over
time.
Works with businesses to boost referrals and
hires from referrals. Easy to use and not time
consuming (~2 minutes for a referral)
Employee Referrals
https://employeerefe
rrals.com/







Analysis
Automated Features
Gamification
Rewards
Traceability

Gamification and rewards on an optional
basis (enabled by check box). Tracking and
built in CRM.
SMEs to Fortune 500 businesses.
Job vacancy sharing over various social
media channels. Tailored content to
vacancies employees will most likely have
referrals to.

Utah USA
4161 N
Thanksgiving Way
STE 306,
Lehi, UT
84043

Aims to get people who are not actively
looking for a job/not traditionally easy to
find.
Nudj
https://nudj.co/




Rewards
Refundable

Platform facilitating job vacancies within
potential referrers.
£2000 flat fee per job—refundable if doesn’t
work out within 30 days payable time. 50% is
reward for successful referrer on hire, 50%
to Nudj. Handles transactions.

London UK
Nudj I.T. Ltd,
2 Kensington
Square,
London
W8 5EP

Website based platform.
Preferhired

20



Rewards

Cross device. Handles transactions.

(2015) “This recruiting site will pay you $4,500 for a referral”, Fortune, 1st September 2015
http://fortune.com/2015/09/01/boon-recruiting-bonus/

Florida USA
Palm Harbor,

https://www.preferhi
red.com/

Job vacancy sharing through social media
networks.

FL USA

3 Types of account: Candidate, Referrer,
Hiring Manager
Adjustable referral reward, split across
Application, Interview and Hire.
Founded 2017.

Real Links
http://www.reallinks.
co.uk/






Competition
Gamification
Job Sharing
Traceability

Aims to reduce money spent on hiring and
improve quality.
Uses a leader board to rank employees
based on combination of factors such as
emails/shares/applicants/hires. Encouraged
to make incentive based.

London UK
The Penthouse,
60 Dace Road,
London
E3 2NQ

Only vetting is by Real Links Account
Manager.
Focus on Gamification to increase
engagement.
Referagig
http://referagig.com/





Referron

CRM
Gamification
Rewards





http://www.referron.
com/

Analytics
Gamification
Rewards

Monthly pricing:
Basic $250 up to 250 employees & up to 25
jobs,
Pro $500 up to 500 employees/50 jobs and
ATS integration,
Enterprise $500+, requires annual contract,
Unlimited and ATS and Payroll Integration.

Phone application licenced from Mobifiliate
Pty Ltd.
Referral Platform with in-app purchases
Last update August 2017.

Role Point
https://www.rolepoin
t.com/








AI machine learning
Analytics
CRM
Gamification
Internal Mobility
Rewards

Aims to increase engagement around
employee referrals through optimisation of
messages to employees and learning
successful ways to reach different social
areas.

Washington USA
7900 SE
28th Street
Suite 234
Mercer Island
WA 98040

Boston USA
Suite 274
946 Great Plan
Ave, Needham
MA USA
Sydney Australia
Suite 701,
Level 7,
14 Martin Place
Sydney NSW 2000
California USA
44 Tehama St
Suite 306,
San Francisco,
CA 94105, USA

Automated employee referral process
(distribution and tracking)
Uses Google Cloud Job Discovery (AI
machine learning network to improve
keyword searching for jobs by a candidate.
(In private Beta mode at present)
Geared towards big companies.

Useful Sources/Links
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Link
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The Undercover Recruiter

https://theundercoverrecruiter.com/truecosts-hiring-uk/

Break down of
recruitment costs

LinkedIn Talent Solutions

https://business.linkedin.com/content/da
m/business/talentsolutions/global/en_US/se/PDFs/complete
-lihiring-insights-small-business.pdf

Breakdown of how Small
Businesses Recruit

HAYS 2018 Recruitment & Salary
Trends

https://www.hays.co.uk/cs/groups/hays_c
ommon/@uk/@content/documents/weba
ssets/hays_2116262.pdf

Informative analysis of UK
recruitment market

