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In a highly competitive applicant market, the task of recruitment 
is becoming increasingly about relationships. Companies must 
actively advertise for skilled workers and reach out to them as 
personally as possible. What could be more personal than a direct 
referral from a friend? Many companies, however, are not even 
aware that they already have one of the most effective recruitment 
tools, their employees, amongst their own resources. It is well 
known that talented people with highly sought-after skills are 
now cautious in responding to inquiries from recruiters. If, on 
the other hand, they were to hear about an interesting vacancy 
from a friend, they would be much more willing to take a closer 
look at the position. As a result, referrals based on the principle 
of “employees recruiting employees” are becoming more and 
more valuable. In this whitepaper, you will learn how to integrate 
employee referrals into your recruiting mix and how to make sure 
you are getting the most out of the advantages.
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As social beings, humans value referrals, whether they are looking 
for a restaurant, planning a holiday or reading product reviews. 
Personal referrals are also playing an increasingly important role in 
recruiting. Employee referral programs - also known as “recruit a 
friend” or simply an employee referral - enable employees to forward 
job ads to friends. In this context, employers can ask their employees 
to recommend relatives, friends or former colleagues that may be 
suitable for a vacancy.

The referral works both ways: on the one hand, the company is 
recommended by the employee sharing the job ad - which adds so 
much more credibility than a flowery description on a career site. 
On the other hand, the person making the referral vouches for their 
acquaintance. The employee thus supports HR managers with a 
pre-selection of trustworthy candidates who are culturally suitable 
for the company. If the referral is hired, many companies will pay the 
employee making the referral a bonus.

What Is an Employee  
Referral Program? 

In 2020, the top 1,000 companies  
rewarded for double the number of  
successful referrals in comparison  
with the previous year.
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The use of referral programs increased last year by 25.2% compared 
to the previous year. Six out of ten companies with more than 1,000 
employees already use an employee referral program, as was found 
by the study “Recruiting Trends 2020” (Centre of Human Resources 
Information Systems (CHRIS) conducted by the Universities of 
Bamberg and Nuremberg on behalf of Monster Worldwide Germany). 
According to the study, one in ten vacancies in Germany is filled with 
the aid of a referral. For IT companies, the proportion is even higher at 
14.7%. Employee referrals are thus the third most important recruiting 
channel (after online job boards and the company website).

Specialised software helps to ensure that everything runs smoothly. 
HR managers use it to advertise vacancies internally and organise 
communication. The program also manages the bonuses and provides 
evaluations of the effectiveness of the measures. More important than 
the software, however, are committed employees who share jobs with 
their personal networks.
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A successful recruiting strategy uses different channels to optimally 
reach different types of candidates. The most common recruiting 
channels are:

• Company website / career page
• Job ads
• Events / job fairs
• Social media channels
• Active sourcing
• Talent pools

HR managers should have a specific idea of where they can reach the 
talent they are looking for and how they will get in touch with them - 
rather than wait for them to stumble upon a job advertisement. This is 
where employee referrals hit the target, because they enable potential 
candidates to be addressed directly 1:1. Referral programs thus ideally 
complement existing recruiting channels and make recruiting even 
more personal, sincere and consequently more successful. Your own 
employees appeal to contacts in their network. They can thus help 
shape recruitment themselves and support the HR department.

External referrers can also be involved (for example interns, 
alumni and partners).

How Do Employee Referrals  
Fit Into the Recruiting Mix?
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Companies can make use of various advantages of employee referrals 
for their recruiting. The key plus point is that the referrers undertake the 
pre-selection of the candidates. The quality of the applications increases 
because no employee would suggest someone who does not have the 
necessary qualifications or who could not acquire them quickly.

But there are even more reasons to favour referral programs:

 ✓ Referred employees are a better fit with the company‘s culture than 
other new recruits.

 ✓ The recruitment and induction process is quicker: The candidates 
are already better informed about the company through the personal 
referral.

 ✓ Referred employees stay with the company longer: 75.4% of the 
companies surveyed confirm the statement “Employees who were 
recruited through personal referrals are more loyal.” (“Recruiting 
Trends 2020”, CHRIS / Monster)

 ✓ In particular, younger employees use referrals when looking for a 
job.

 ✓ Referral programs offer access to the passive candidate market, i.e. 
to talents who are not actively looking, but are open to a job change.

 ✓ Empowerment of employees by giving them the opportunity to help 
shape the future of the company through their referrals and to expe-
rience appreciation for it.

 ✓ The use of a digital employee referral program offers full transparen-
cy regarding the process, costs and KPIs.

 ✓ Referral programs are more cost-effective than placing job adverti-
sements or hiring headhunters.

 ✓ Employees communicate the employer‘s brand sincerely to the out-
side world.

What Are the Benefits of Referral  
Programs for Businesses?

Percentage of  
employees who obtained 

their current job through an 
employee referral:

15.0 %

19.9 %

23.7 %

33.0 %

Baby-Boomer-
Generation

Generation X

Generation Y

Generation Z

Source: “Recruiting Trends 2020“, 
CHRIS / Monster.
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For a referral program to work properly, it needs to meet certain 
requirements. It is therefore important to understand the potential 
challenges and how to deal with them. 
 

   The Framework
The program needs to have clear rules and has to fit the corporate 
culture. The process should be clearly defined and transparent for the 
employees. This includes, for example, questions such as when bonuses 
are paid out and whether all positions can be recommended or only 
those from your own specialist area.
Referrals should always be made voluntarily. If your employees are 
supposed to “deliver” a certain quota of referrals per year, you dilute 
the quality and run the risk of people losing faith in the program. 
Some employees also have reservations about mixing “business with 
pleasure”.

   Communication
In practice, referral programs can fail due to poor communication. In 
some companies, employees do not even know that they have such a 
program or where they can find vacancies. So communicate the referral 
program clearly.
Employees should not feel that their referral is thrown into a “black hole”. 
Unfortunately, this seems to be the case in many companies, because 
currently only one in five employees receives feedback on the current 
status and the result of referrals. In the worst case scenario, employees 
can be frustrated if their referrals are always unsuccessful. Appropriate 
software can fix this by making communication easier.

What Challenges Should You  
Be Prepared For? 
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   Using the Appropriate Software
The referral program is intended to support and not burden the HR 
department. The administration and maintenance must therefore not be 
too time-consuming. Suitable software systems should relieve you of 
a large part of the work by automating many processes. For example, 
new jobs can be automatically published on the intranet. Employees 
should receive specific suggestions as to which jobs they can share. And 
if this results in an application, the referrers are automatically informed 
of their status. In this way, employees are not only equipped to answer 
questions from their acquaintances, they also feel more involved and are 
more willing to share a position again.

   Corporate Culture
If employees feel comfortable, they will recommend their employer to 
their networks. The company‘s values are crucial. A strong employer 
brand helps with the implementation of an employee referral program. 
An open and honest (error) culture also conveys transparency and 
motivates employees to make referrals. The hesitancy to refer to the 
wrong person disappears.

   Motivation
Speaking of motivation: with the launch of a new referral program, 
motivation is usually high. The employees are curious and want to try 
out the new tool. The trick is to keep motivation high in the long term. 
Especially because the employees will be very active at the beginning of 
the program but if they get the feeling that they are not being thanked, 
they could soon become demotivated. But it doesn‘t have to be like that. 
Financial incentives are one measure to keep motivation high. But there 
are others - and often more effective - means of keeping the program 
front of people‘s minds. You will find out what these are in the next 
section.
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There are various ways to increase employee motivation. According to a 
benchmark study by Firstbird, 78% of companies see a financial bonus 
as the most effective reward for a successful employee referral. Most 
of the companies surveyed awarded between €1,001 and €2,000 for a 
successful placement. As a rule, the reward is paid after the end of the 
trial period. The study also showed: the amount of the reward has no 
significant influence on the referral and application rate.

How Can You Strengthen the  
Motivation To Use The Program?

0-250€
reward

251-500€
reward

501-1,000€
reward

1,001-2,000€
reward

2,001-3,000€
reward

3,001-5,000€
reward

over 5,000€
reward

11.9%

18.2%
16.1%

24.5%

7.7%

3.5%
1.4%
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21 percent of companies reward the referral (additionally) with non-
monetary bonuses. So there is still potential to set yourself apart from 
other companies. Here are some ideas for non-monetary rewards:

Vouchers

The possibilities are almost 
unlimited: A wellness weekend, 
gift vouchers or a trip with the 
whole family - be creative! Some 
digital referral programs also offer 
a reward shop.

Holiday

Give time by rewarding successful 
referrals with an extra day of paid 
leave. A cheaper option: active 
employees have priority when 
applying for leave and can take 
time off at the most popular times.

Office Equipment

A reward visible to everyone: 
reward employees with exclusive 
office furnishings, for example an 
ergonomic office armchair or a 
larger screen. The work equipment 
remains in the company‘s 
possession and is tax deductible.

Call from the CEO

It‘s just a small gesture, but 
a sincere “thank you” can go 
a long way. Or what about if 
management invited successful 
referrers to lunch?

Private parking space

If your company has parking 
spaces, reward the most 
successful Talent Scout of the 
month with a reserved parking 
space right outside the front door.

Donation

You can do something good 
with the reward by offering the 
opportunity to make a donation on 
behalf of the employee.

Rewards at team level

You can also reward entire teams 
for referrals. For example, with 
a barbecue or a breakfast buffet 
for the team with the most 
(successful) referrals. Word is 
guaranteed to get around and lead 
to positive competition.
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You can only improve what you can measure. With this in mind, there 
are key figures that are important for employee referral programs. You 
can compare the KPIs for positions filled through the program with 
the figures for other recruiting channels. So you can see - and prove 
to the management - how successful your program is. In addition, 
process improvements can be derived from the key figures.

You should be able to read the basic quantitative key figures (see the 
box below) directly from the referral software or from your applicant 
tracking system.

Qualitative metrics are often a little more difficult to collect, but they 
offer valuable insights. Measure the satisfaction of the candidates 
(candidate experience) and the referring employees. To do this, you 
can conduct random surveys at various points in the process. In order 
to be able to evaluate and compare the quality of the referrals, you 
should also inquire about the satisfaction of the specialist department 
with new employees (quality of hire), for example at the end of the 
trial period.

Key Figures for Referral Programs 

Relevant
quantitative
indicators

Number of referrals
How many referrals do you get for 
which positions?

Effectiveness
How many referrals are needed per 
hire?

Retention-Rate
How many referred employees are 
still with the company after one 
year?

Cost-per-hire
What are the costs for filling a 
position?
Time-to-hire
How quickly do you recruit referred 
candidates?

Employer brand or job ad reach
How many job views are generated?

Hiring rate
How many referred candidates are 
hired?
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Employee referral programs are most effective when they are as easy 
as possible for employees and the HR departments to use. Dedicated 
digital solutions have a clear advantage over manual processes via 
intranet or email.

The employees benefit from an appealing user interface - via app or 
on the PC. Transparent information on the process and with rewards 
make it more attractive and easier to bring your own network into the 
recruiting process. For HR managers this means that they can easily 
establish contact with top talent and express their appreciation to the 
referring employees.

Suitable referral programs can be docked to an existing applicant 
tracking system without any integration costs. If a candidate applies 
on the basis of a referral, the data - including the feedback from the 
referrer - is directly available and the selection process can begin. The 
system takes care of administrative tasks by itself so that recruiters 
can concentrate on the essentials.

Integrating Referral Programs 
Into the HR System Landscape
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Employee referrals are the greatest compliment that can be given to a 
company and one of the greatest opportunities in recruiting. They bring 
benefits to employees, referred candidates and the HR department 
alike. 

If the program is set up correctly, internal communication 
and administrative work are no longer a challenge. 
This includes sensibly integrating the referral 
program into an applicant tracking system 
and developing a good reward strategy 
for employees.

Summary

 ● How to use referrals for recruiting 

 ● Find candidates who culturally fit your company 

 ● Make your digital employee referral program a success 

Find out more in the following whitepaper: 

10 Steps to Make Your Employee  
Referral Program Successful

DOWNLOAD

https://www.firstbird.com/en/download/10-steps-to-make-your-employee-referral-program-successful/
https://firstbird.com/en/download/10-steps-to-make-your-employee-referral-program-successful/


The Haufe Talent Management Solution allows you and your orga-
nization to concentrate on the most important goals. You will enable 
smooth cooperation between HR, management and employees and 

sharpen the focus on effective collaboration. Our philosophy: The 
greatest facilitators of long-term success are people who do the right 

thing. Join forces with us to make your organization more 
successful by empowering everyone to work more pro-

ductively on the right projects.

To learn more, visit:

haufe.com  |  talentmanagement@
haufe.de

Firstbird is the global leader in employee referral programs. We combi-
ne our state-of-the-art technology with our expertise  
to bring global corporations and their  
employee referral programs to new heights.

To learn more, visit
firstbird.com/en

Or, drop us an email:
hello@firstbird.com

http://haufe.com/talentmanagement
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