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Employee Referral Program 

Create a program that is meaningful to employees and be sure that you publish it.  A successful program 
will help you find the best new members of your team with minimal risk. 

Suggestions for a successful employee referral program: 

The program must be publicized often!  You can’t just put it in the employee handbook and forget about it. 

• Have a policy/program outline in your employee handbook. 

• When there is a job opening, send a notice to employees reminding them to have their networks apply. 

• Once someone makes a recommendation and their contact is hired, provide the award publicly and 
thank them for participating. 

• When you announce the new hire – remind your team that they were referred by your current team 
member. 

Understand your current cost of recruiting 

• Where do you typically advertise positions?  What is the cost? 

• How much time does it take to sift through resumes? 

• Referral will typically shorten the phone screen, but all other time spent is the same. 

Create a program that drives the results you want 

• Is there a particular position that is more difficult to hire? 

• Would you like to increase longevity of employees? 

• The program should be written and clearly explain that candidates must be selected as the best fit for 
the position and those referred are not guaranteed a position. 

Steps for creating the actual program 

• The employment application should ask if a candidate has been referred by an employee. 

• The current employee should notify the hiring manager of a referral and introduce the applicant to the 
organization. 

• An employee making a recommendation should not be involved in the hiring process. 

• Provide an award that will incentivize your employees.  Consider the cost of hiring and the increased 
confidence in the hire. 

• Stretch the award over time to ensure long term success. 

• Management should notify the employee whether the recommended candidate was hired AFTER the 
candidate is selected or rejected. 

• Determine if there are fields in your payroll system to trigger the payments due to the employee(s) at 
the proper time. 

Caution points 

• Watch diversity.  Referral programs tend to replicate your current workforce. 

• Employees could be angry if their recommended candidate doesn’t get the job. 

• As an organization, decide which managers may or may not participate in the program. 

• Significant incentives are considered taxable compensation. 
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