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LETTER TO THE MEMBERSHIP

As the Recruiting Roundtable continues to grow and to enhance its research services, our
staff has been focusing increased attention on opportunities to gather data—and provide
meaningful analysis—on the range of challenges members are facing in the near term.

To supplement the Roundtable’s ongoing best practices research, therefore, we are pleased

to conduct a selected number of quantitative surveys of the membership and to share the
findings, hoping that the ability to compare perspectives across the Roundtable membership
will aid our members’ daily work.

This document represents the first of these efforts, providing survey data and selected analyses
on the methods companies use to allocate funds, and to charge costs back to the line, for the
range of activities associated with recruiting and hiring. We hope that these findings will
provide members with data they can use to compare with their own budgetary structures,
highlighting unanticipated opportunities to adjust their strategies and providing context for
new investments or initiatives they are considering,

Across the membership, there has been significant sustained effort dedicated to implementing
new recruiting organizational structures, new roles and responsibilities, and new methods

of aligning recruiting and staffing with the business. Funding models and methods are no
exception: nearly four out of five of the participating companies have implemented a new
funding model in the past five years, and two out of five have done so in the past two years
alone. Roundtable members continue to report reductions in recruiting budgets and staff in
response to decreased hiring demand, and many are using this environment as an opportunity
to revisit their funding methods and make costs more transparent to the line, While this data
does not support one clear directive to structure recruiting funding models, we present our key
observations on the results in this document’s executive summary on page xi. Our hope is that
these findings enable members to effectively compare their practices to those of their peers.
The aim of this study is to stimulate discussion and enable effective discourse of recruiting
executives within their respective organizations. ’

We look forward to an ongoing discussion with members regarding these issues as well as
opportunities for additional quantitative research, and we extend our sincere gratitude to the
participating member organizations for their support of the Roundtable’s research.

Washington, D.C.
September 2002
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EXECUTIVE SUMMARY

Recruiting departments in many organizations have made great strides in bringing rigor to
their funding decisions. This development is driven by three principal factors. First, recruiting
has become a strategic priority, moving from a cost of doing business to a central part of the
business. Second, and related, recruiting has become proactive, its responsibilities and activities
expanding across the employee life cycle, including such diverse activities as employment
branding, new hire onboarding, and internal hiring. Third, recruiting activities now stretch
across multiple budgets.

With these developments comes greater scrutiny, leading members to actively search for ways
to employ a funding model that helps demonstrate recruiting value and gives recruiting the
strategic role in the organization that it needs to attract talent and lay the foundation for
financial success.

The funding model survey shows that three-quarters of respondents have changed

their funding model within the last five years. With these changes we see that recruiting
organizations are moving toward more sophisticated approaches for mapping costs to
activities. Significant percentages of costs are charged back, and most of the chargebacks are by
fee-for-service rather than by equal allocation or simple headcount.

Respondents are also utilizing the full gamut of funding sources, choosing the appropriate
method for each area of activity rather than applying a one-size-fits-all approach. Strategic
recruiting activities that have an impact beyond a business unit are most often funded by a
central recruiting budget, while tactical activities that have a direct business unit impact are
either charged back or funded by the business unit. But the survey results also reveal the limits
of these efforts to seek alignment of funding models with both strategic goals and tactical
priorities.

The Roundtable’s goal for this survey, therefore, is to enable members to compare their own
approach with those of their peers and enable a healthy dialogue about how to fund various
recruiting activities. We believe such discussion is already under way as the survey highlights the
variations and experimentation in areas such as internal hiring and employment branding. These
are among the areas that exhibit widely differing methods of funding and chargeback. We believe
such experimentation is essential to uncover and overcome the shortcomings of the legacy
recruiting funding models and for recruiting to build a more meaningful funding system.

Source: Recruiting Roundtable, 2002 Funding Model Survey.
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CANDIDATE SOURCING ACTIVITIES

OVERVIEW OF FUNDING FOR CANDIDATE SOURCING ACTIVITIES

As shown on the facing page, there are relatively consistent patterns of funding for the
activities associated with the category of candidate sourcing, typically “heart of the plate”
activities for the recruiting organization. Funding for online job boards, college recruiting,
and job fairs—activities that are likely to be managed centrally even for decentralized
organizations—are the most likely to be included in the centralized recruiting budget, with
chargeback models the second most prevalent, and a mixture among the remaining responses.

Two key areas of discrepancy from this pattern are general advertising and employee referral
bonuses, where the central recruiting budget and chargebacks switch in order of utilization.

* First, the difference in funding between general advertising and advertising via online job
boards is notable. While it would seem likely that relationships with online job boards and
with other advertising media are both managed centrally by the recruiting organization, it
is surprising that the costs associated with online job boards are not linked back to a specific
line unit or vacancy as other advertising appears to be. Members may want to consider
whether they have discrepancies of funding for these two activities and whether these are
indeed appropriate.

Second, of the 21 recruiting activities or investments included in the survey, employee
referral bonuses were second only to new hire relocation in the frequency with which these
costs are charged back to the line (as shown in detail on page 41). Employee referral bonuses
are easy to link to a specific new hire and specific requisition and are therefore easy to clearly
charge back to line units (particularly as compared to other, broader sourcing activities).
That said, members may wish to consider whether the absence of a centralized budget for
referral bonuses handicaps the effectiveness of their overall sourcing strategy, particularly
when referrals are understood to be a particularly cost-effective and productive source of
quality hires.

For companies that do charge back to the line unit or department for any of these candidate
sourcing activities, college recruiting is the least likely to be charged back by the fee-for-service
allocation method (only eight companies do so, as compared to 19 companies that use fee-for-
service for chargebacks of advertising). Instead, chargebacks for college recruiting are most
likely to be allocated according to line unit revenue, budget, or hiring volume. Again, members

may wish to consider whether these allocation methods are the most effective in aligning costs
with activities.
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NEw HIRE ACTIVITIES

NEw Hire RELOCATION

FuNDING FOR NEwW HIRE RELOCATION

Relocation is an activity that the typical employee undertakes only a few times during his or
her career. Organizations can have a significant positive impact on how they are perceived by
the new hire by helping new emplovees to master the questions and anxiety that surrounds
relocation. Many organizations have also found that relocation assistance also has a positive
impact on the conversion rate of its offers.

With over 40 percent of recruiting departments charging back relocation, the Roundtable
concludes that recruiting executives in these organizations have not only understood the
impact relocation has on conversion and perception, but are actively taking control of this
activity that in the past has been viewed as purely administrative.

Question for Member Consideration: Are there ways we can help hiring managers to better
understand and manage the costs associated with new hire relocation?

Sources of Funding for New Hire Relocation
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Source: Recruiting Roundtable, 2002 Funding Model Survey.
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STRATEGIC RECRUITING ACTIVITIES

EMPLOYMENT BRANDING

— FUNDING FOR EMPLOYMENT BRANDING

Funding for employment branding is highly centralized for participating organizations,

as shown below. The utilization of the central corporate budget for costs associated with
branding—as with costs for recruiting technology—is likely a reflection of the partnering with
other human resources, public relations or marketing functions on branding initiatives, while
recruiting technology investments are shared with central IT. The data also suggests that 89
percent of member companies are investing in employment branding, as only 11 percent are
listed as “other/N.A.”

Questions for Member Consideration: Given the lack of direct line participation in the
funding of employment branding activities, how can I ensure that the line understands the
importance of (and returns on) our company’s branding initiatives? More broadly, how can

I enfranchise hiring managers and other employees who have direct contact with candidates
with regard to our employment brand and its associated methods; are my branding messages
communicated strongly enough to internal constituencies?

Sources of Funding for Employment Branding
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Source: Recruiting Roundtable, 2002 Funding Model Survey.
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SEGMENT-LEVEL ANALYSES OF FUNDING MODELS 59

HeAvILY CENTRALIZED ORGANIZATIONS

Sources of Funding for Recruiting Activities

Companies for Which the Centralized Recruiting Organization
Manages Nearly All Recruiting Activity

Central | Decentralized | Line Unitor | Chargebackto | Central

Recrmtmg Recruiting | Department LineUnitsor | Corporate  Other/

Budget Budget Budget | Departments | Budget N.A.

Advertising | 444% 16.7% 0.0% 33.3% 5.6% 0.0%

Candidate | O1line Job 5t>ards | 72.2% 5.6% 0.0% 22% 0.0% 0.0%
Sourcing | Ca!fege ReCrmtmg 50.0% 11.1% [1.1% 22.2% 0.0% 5.6%
Aohe bRy 66.7% 16.7% 0.0% 16.7% 0.0% 0.0%

| Emp#ayee Referra Bonuses 27.8% 5.6% [1.1% 38.9% 0.0% 16.7%

Candidate | Bockground Checking | 33.3% 5.6% 2.2% 33.3% 5.6% 0.0%
Evaluation | Condidate Travel | 333% 0.0% 27.8% 389% 0.0% 0.0%
Activities | ¢ didate Assessment 50.0% 5.6% 0.0% 16.7% 00% | 278%
NewHire | New Hire Relocation 61.1% 0.0% 5.6% 5.6% 27.8% 0.0%
Activities | New Hire Onboarding 66.7% 0.0% 5.6% 5.6% 16.7% 5.6%
Recruiting | Techology fiostucture | o0 0.0% 444% 50.0% 6% | 0.0%

Technology | such as ATS)

“"Vestf"e“fs Employment Web Site 22.2% 5.6% 27.8% 2.2% 16.7% 5.6%
Smff frqve] : 77.8% 5.6% 5.6% 5.6% 5.6% 0.0%

Recruiting | Iégf;;gfﬂgf,iﬁ 82.4% 5.9% 5.9% 59% 0.0% 0.0%

Administration j————

-Expe_nses REleting Staff Tlme 778% 5.6% 5.6% [ I. I % 0.0% 0.0%

| Recruiting Facilities/ . 4 . ” o o

__Ec;wpmenz 83.3% 0.0% 0.0% [.1% 5.6% 0.0%
 Employment Branding 61.1% 0.0% 0.0% 5.6% 16.7% 16.7%

Strategic Hmng Manager Trﬁmmg 33.3% 5.6% 16.7% 16.7% 22.2% 5.6%
Recruiting | Internal Hiring 6l.1% 5.6% 22.2% I1.1% 0.0% 0.0%
ACHVIGES | Consuling and Resmrch 66.7% 5.6% 0.0% 2.2% 5.6% 0.0%

: Afum'n Progmms i 5.6% 5.6% 0.0% 5.6% 5.6% 77.8%

n=18.




