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About This Document 

owner HR   

access & use  Restricted to HR  

what it is A guide that provides information to help HR & Hiring Managers determine 
whether or not to use external recruiting resources to fill a position 

who uses it HR  

Overview 
The recruiting and hiring process can be time consuming and costly, and requires a certain level of HR 
experience.  Given increasing costs, tighter budgets, a shortage of top talent, and employee 
replacement costs as high as 150% of annual salary, it’s even more important for the Company to make 
sure we make the right hiring decisions.  

There are many things to consider when evaluating the recruitment and hiring options for a position, 
including internal recruitment resources, availability of eligible candidates in the area, and the 
requirements of the open position.  

When considering our options, we may consider using a recruiting agency/consultant or head hunter to 
help us fill our open position(s), particularly when: 

 There is limited time, expertise and/or resources available for the recruiting and hiring process 
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 We’re looking to fill a highly-specialized role for which there are likely to be few candidates 

 We have limited access to eligible candidates 

 We have a requirement for a short-term or temporary position 

 The search may span outside our immediate jurisdiction:  

• national; or 

• international - immigration and tax expertise may be required; and/or 

• the position will likely require relocation 

Head Hunters & Recruiting Agencies – What’s the Difference? 

Both head hunters and recruiting agencies act as intermediaries between companies that are looking to 
fill an open position and the individuals who are seeking work.  

To put it simply, their main function is to find the most suitable person to fill a position.  

Based on a job description provided by the company, they use a variety of resources to search for 
suitable candidates—advertising on their own websites and on other job sites, using social media and 
networking (LinkedIn, for example), attending job fairs and university and college campuses, and so on. 

While the terms ‘head hunter’ and ‘recruiting agent’ (or ‘recruiter’) are often used interchangeably, the 
main differences between them typically lie in their working arrangement, their relationship with 
companies and individual job seekers, and the way in which they are paid by their clients (i.e., the 
companies that use their services). 

WORKING ARRANGEMENT 

Recruiters work for a recruiting company or ‘agency’. They may work for a single agency as a full-time 
employee, or for several agencies on a contract basis (the latter is more common if the recruiter 
specializes in a particular sector or industry). Typically, they work on contingency basis – they only get 
paid if they find the right candidate. 

A head hunter may work alone, or for an agency that specializes in a finding highly-skilled or specialized 
‘top talent’ for companies. As a general rule, head hunters work on a fee-per-service basis (See 
Recruitment Agencies – Executive Search Firms.)   

RELATIONSHIP WITH COMPANIES 

Recruiting agencies work with one or more companies looking to fill positions for a variety of reasons. 
As part of their services, a recruiting agency may also be responsible for advertising, screening, and 
interviewing candidates on behalf of the company. PR
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Typically, recruiting agencies work with: 

 Companies with limited or no HR resources. 

 Companies with short-term recruitment requirements, such as maternity leave coverage, or 
specialized resources for a specific project. (See Recruitment Agencies – Temporary Employees 
and Recruitment Agencies – Project Sourcing/Outsourcing.) 

 Companies looking to fill specialized roles. Some agencies focus their services on a specialized 
field or particular industry sector—such as IT recruitment, for example. 

Head hunters tend to be more specialized than recruiting agencies.  For the most part, they work with: 

 Companies who are looking to fill highly-skilled or highly-specialized roles 

 Companies looking to fill roles for which there is limited access to eligible candidates—
particularly when multiple companies are drawing from the same small pool of candidates 

 Companies in a particular field or a particular industry sector 

HOW THEY ARE PAID  

Recruiting agencies are often employed by a company on a ‘contractual pay’ basis to fill multiple open 
positions. In this situation, they will be responsible for all advertising and telephone screening (including 
costs) on behalf of the company.  

In other cases, an agency may be paid on a contingency (commission-based) basis, receiving payment 
only when their candidate is hired. This type of arrangement is mostly used for searches for low and 
mid-level positions, and the recruiters tend to do less initial candidate filtering—this means that they 
will send a larger number of potential candidates to the company. 

Another option is the ‘retainer-based’ fee arrangement, in which the firm is hired for a specific period of 
time to fill a senior-level position or a position that is difficult to fill. In this arrangement, the company 
that hires the firm is billed anywhere between 30 - 40% of the annual salary (and in some cases total 
cash compensation), and pays the fee in several stages—usually up front, mid-way through the search, 
and at the end. The company also covers the agent’s expenses. This fee is payable even if the firm does 
not find a suitable candidate in the specified period of time. 

Many agencies work on a contingency basis only; it can be argued that this provides more incentive to 
find the right candidate for the job.  

What Do They Do?  

The goal of recruiting agencies and head hunters is essentially the same—to try to find the best 
candidate for the job. However, the tools and tactics they use are slightly different.   
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RECRUITING AGENCIES 

Recruiting agencies differ in their approach but typically the process is:  

1. The company sends the agency the job description of the position they need to fill. 

2. A recruiting agent reviews the position requirements and then: 

• Creates the job posting, advertises the position, and may also post the position on one or 
more job boards 

• Searches through the agency’s database of candidates to find those whose qualifications 
and experience appear to be a potential match 

3. The agent compiles a shortlist of candidates from the database and from applicants who 
responded to the advertised position. 

4. The agent then screens the profiles, resumes, and cover letters of each potential candidate on 
the initial shortlist, and arranges telephone interviews with the most promising individuals. 
During the telephone screening, the agent discusses the candidate’s skills and their 
requirements, to determine if that person is still a potential match for the company’s position. 

5. If there is a match between the candidate and the job description, the agent adds them to a 
shortlist and sends their details to the company (usually the top 2 or 3 candidates). 

6. The company reviews the profile, resume, and cover letter of each shortlisted candidate and 
asks the agent to arrange interviews with their preferred candidates. 

7. The company interviews the candidates according to their interviewing process.  

HEAD HUNTERS 

Head hunters can be considered highly-skilled sales people. They typically maintain a database of 
individuals who are highly-skilled or experienced in certain professions or sectors, some of whom may 
not be actively looking for a new position. They do not advertise positions, relying heavily on strategic 
networking and professional relationships, and cold calling, to source experienced and qualified 
candidates. 

While the steps they follow may be very similar to those outlined above for recruiting agencies, head 
hunters may also pursue an individual who is not in their database, but who they believe (through 
research and networking) may be an ideal candidate for the position.   

Sometimes, a company may provide the head hunter with a list of names of individuals to pursue as 
ideal candidates on their behalf.  PR
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Advantages & Disadvantages  

Advantages of Using Recruiting Agencies & Head Hunters 

Provided we invest some time up front selecting the right agency or head hunter (see Finding the Right 
Recruiting Agency or Head Hunter), the Company may benefit from some or all the following 
advantages: 

 Savings in HR and management time  

 Access to a larger pool of potential candidates  

 Recruitment expertise, including legal compliance and information about market pay rates  

 Management of candidate expectations 

 Coverage for emergency, short-term, or temporary employment needs 

 Payroll management for temporary staff 

 Reduction in advertising costs 

SAVE HR & MANAGEMENT TIME  

Recruiting is both time- and resource-consuming. It involves multiple steps: creating the job posting; 
posting the job; reviewing resumes and cover letters; screening applicants; coordinating interviews; 
checking references; making ‘rejection’ telephone calls or writing rejection letters; and finally, making 
the offer to the successful candidate. 

If we do not have the internal resources, time, or expertise required to perform all of these steps, using 
a recruiting agency or a head hunter is a good option. The Hiring Manager can then focus on the final 
critical steps of the recruiting and hiring process, selecting from a small pool of well-screened applicants. 

ACCESS TO LARGER POOL OF POTENTIAL CANDIDATES  

Regardless of the industry sector, there will usually be a considerable number of applicants for any open 
position, many of whom will not be qualified for the role.  

However, any good specialized recruiter or head hunter will have access to a larger pool of potential 
candidates whose skills and experience match the criteria for the position. This increases the likelihood 
of finding exactly the right fit for the open position.  

In addition, they will also be able to quickly filter out candidates who do not meet the initial 
requirements specified by the Company.  Again, this saves valuable time and money.   
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TIP: Research current market pay 
rates before discussing an open 
position with a recruiter or head 
hunter.  

While they may be able to provide 
accurate information on current 
market/industry issues and pay 
rates, their job is to generate sales 
for their company/themselves. Keep 
this in mind if you find yourself 
feeling pressured to offer candidates 
higher starting salaries.   

PROVIDE EXPERTISE ON PAY RATES, EMPLOYMENT LAW, & REGULATIONS 

Recruiting agencies and head hunters must not only be 
knowledgeable about the hiring requirements, criteria, and salary 
expectations of the companies they represent (and those of 
potential candidates), but must also be able to provide:  

 Guidance to help companies attract ‘top talent’ 

 Accurate information on current market/industry issues 
and pay rates 

 Information and guidance regarding legal compliance, 
employment law, and government regulations—such as 
equal opportunity employment policies, affirmative 
action initiatives, and laws regarding safety and ethics 

MANAGE CANDIDATE & COMPANY EXPECTATIONS 

Good recruiters and head hunters establish the expectations of their potential candidates early in the 
process so that they can convey a realistic picture to the companies they work with. What’s more, they 
should also advise candidates if their expectations are unrealistic.  

Conversely, recruiters and head hunters should advise the companies they work with if their 
expectations regarding skill set and experience level are unrealistic, or do not match the budget they 
have.  

To do this, the recruiter/head hunter must have a good understanding of market rates for the open 
position, as discussed previously. 

COORDINATE EMERGENCY, SHORT-TERM, OR TEMPORARY COVERAGE 

There will always be times when emergency, short-term, or temporary coverage is required. Most 
agencies cover the temporary employment sector and will already have access to a selection of pre-
screened candidates able to start work at short notice.  

Maternity coverage is a typical need that most companies experience at some point. In this scenario, 
using the services of a recruiting agency is definitely worth considering since they are well-versed in the 
legal aspects of maternity coverage. 

For more information, see Recruitment Agencies – Temporary Employees. 

MANAGE PAYROLL FOR TEMPORARY STAFF 

In many cases, a recruiting agency will handle payroll for temporary staff, including vacation and 
sickness pay, and taxes. Some will also manage payment for contract workers.  

This can save the Company money, as well as valuable HR, accounting, and administration time. PR
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REDUCE ADVERTISING COSTS 

Advertising jobs can be a laborious and time-consuming process. For this reason, many companies 
prefer to let the recruiting agency handle all aspects of marketing and advertising their open positions.  

In this scenario, it is even more important that you work with an agency that specializes in our 
industry/sector. This greatly increases the chances of reaching the desired target audience—individuals 
with relevant experience, expertise, and skills.   

Disadvantages of Using Recruiting Agencies & Head Hunters 

While there are many advantages to using the services of a recruiting agency or a head hunter, this 
guide would not be complete or useful if it did not also discuss the disadvantages and common pitfalls. 

COST 

For companies with very limited budgets, using a recruiting agency or head hunter may be considered 
cost-prohibitive: 

 Permanent placements are typically invoiced based on 10 – 25% of the annual salary  

 Specialist or executive placements may be invoiced between 30 – 40% of the annual salary or 
total cash compensation 

However, keep in mind that most companies do not have a realistic idea of how much recruiting and 
hiring actually costs when all of the steps are undertaken in-house. 

LIMITED RESPONSIBILITY AFTER THE CANDIDATE IS HIRED 

No matter how professional the recruiter, they are not fully ‘invested’ in the companies they represent. 
They get paid when they fill the position; after that, in many cases, the companies are on their own. 
However, good recruiters will take it upon themselves to be invested in the companies they represent to 
foster repeat business. 

This is definitely a consideration if our priority is to: 

1. Hire the best candidate, both in terms of qualifications/expertise and ‘cultural fit’. 

2. Retain top performers. 

To ensure that there are no surprises in this area, when looking for a recruiting agency to work with the 
Company, it is recommended that you ask about the agency’s guarantee and policy regarding follow-up.  
For example, “Do you make a point of following up with your clients to see how the candidate is working 
out?” (See What is Their Guarantee?) 

INSUFFICIENT TECHNICAL KNOWLEDGE  

On the whole, recruiters tend not to be highly technical. This means that companies in a technical 
industry sector, or companies looking to fill technical roles, must ensure they source a recruiting agent 
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or head hunter who fully understands the industry and knows what questions to ask when screening 
candidates.  

If this is not the case, the recruiter will not be able to create technical job specifications, and will not be 
able to accurately assess candidates’ skills and competence. In this case, we risk being sent candidates 
who are not qualified for the position.  End result = wasted Company time, effort, and money. 

THE PERFECT CANDIDATE MAY BE OFF LIMITS 

One of the disadvantages of using a recruiting agency is that their pool of candidates is restricted to 
individuals they have not placed with their other clients—unless those individuals approach the agency 
directly. 

This means that if they have already placed the perfect candidate for our open position with another 
company, that person is officially ‘off limits’ to us.  

Recruiting Agency Types 
There are different types of recruitment. Common types are ‘permanent recruitment & selection’, 
‘project sourcing/outsourcing’, ‘temporary’, and ‘specialist/executive search’.  

Recruitment Agencies – Permanent Recruitment & Selection 

Recruitment and selection agencies find candidates to fill permanent positions with a company. The 
recruiting agency works with that company only until a candidate starts work.  

Recruitment and selection is a particularly viable option for companies who have one or more 
permanent roles to fill, but insufficient time or resources to search for and screen candidates.  

Recruitment Agencies – Project Sourcing/Outsourcing 

Project sourcing is also referred to as outsourcing, co-sourcing, contracting, and project secondment. 

Project sourcing agencies specialize in finding candidates to work on temporary projects within a 
company, typically individuals with specialist knowledge in a specific area.  

In this scenario, the individual is permanently employed by the project sourcing agency, and the 
responsibility for the individual remains with the agency. 

This arrangement typically works well for companies that require temporary specialized knowledge for a 
specific project.  PR
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TIP: The hourly rate paid to a 
temporary recruiting agency tends to 
be higher than the rate paid to an 
employee hired independently.  

However, keep in mind that you 
don’t have to deal with payroll, 
safety, and record-keeping, which 
can be costly and time-consuming. 

 

It’s also worth noting that because the candidate is employed by the project sourcing agency, chances 
are that they will have worked on projects for other companies. If so, the agency will have received 
feedback regarding the candidate’s competency in their area of specialization, and on their performance 
on previous projects. 

Recruitment Agencies – Temporary Employees 

Recruitment agencies that place temporary employees (also 
referred to as ‘temp agencies’) specialize in finding candidates to 
fill temporary, emergency, or short-term positions that require 
limited specialized knowledge.   

As with project sourcing agencies, temporary recruiting agencies 
hire individuals as employees, and assign them to companies who 
need assistance in the following situations:  

 Handling a temporary or seasonal increase in workload 

 Handling exceptional work—such as an unexpected rush order 

 Helping out with a specific project, such as end of year inventory, for example 

 Replacing a permanent employee for a short period of time 

Recruitment Agencies – Specialist/Executive Search  

If the position you are looking to fill requires a specialized skill or expertise in a specific area, it is very 
important that you work with a recruiter or head hunter who understands the Company’s needs and 
what we are looking for in an employee.   

In this case, a specialist or ‘executive search’ agency is the way to go. Since the agency’s database only 
includes individuals with relevant skills and experience, the chance of finding the right fit greatly 
increases. 

This type of agency service is typically used by companies who are looking to hire ‘top talent’, which is 
why the recruiters who work for executive search agencies are often referred to as ‘head hunters’.  

Keep in mind that payment for a specialist search service is usually retainer-based, whereby the 
Company would be required to pay a certain amount up front and a final payment once a candidate has 
accepted the position.  
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Finding the Right Recruiting Agency or Head Hunter  

The Facts 

Fact #1: There are a lot of recruiting agencies and head hunters out there.  

Fact #2: They all want our business.   

Fact #3: If we do not choose wisely, we lose money and time. 

How to Choose an Agency or Head Hunter 

So how do you go about choosing agency or head hunter that is right for the Company?  

1. UNDERSTAND YOUR NEEDS 

Before making contact with an agency or head hunter, ensure that you fully understand and define the 
Company’s needs. Not only in terms of the position description, but also regarding the budget 
limitations and any specific services that we would like the agency to take care of—advertising, pay roll 
handling, etc. 

2. DO YOUR RESEARCH 

Begin by doing some research and networking. Check with the Chamber of Commerce, and ask 
around—perhaps the Company lawyer or accountant has some recommendations or suggestions.  

Search online to find agencies in the area. Use search terms such as “recruiting agency”, “recruitment 
agency”, "employment agency", “staffing agency", "temporary staffing", along with our industry sector 
and our location. 

3. ASK QUESTIONS 

Once you’ve selected a shortlist of agencies, the first step is to conduct a telephone interview to discuss 
our needs. During this conversation, there are some basic questions you can ask to help you decide if 
the agency will be a good fit for us. 

ARE THEY STABLE AND RELIABLE?  

Is the agency well-established? How long have they been in business? Do they have a history of success, 
and can they back this up with numbers? For example, ask how many roles they fill every month and 
what the retention rate is of their placements.  

If the agency is a public company, you might want to consider reviewing their latest annual report, or 
even request a certified financial statement. PR
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TIP: Be wary of agencies who suggest 
they can find candidates at ‘below 
market value’ rates. If this is the 
case, it’s unlikely that they are 
attracting top talent.   

 

It’s also perfectly acceptable to ask to review their client list. A reliable, professional agency should have 
a good track record of reputable companies with whom they have successfully placed candidates, and 
will have no problem showing this list to you. 

ARE THEY INSURED? INCORPORATED?  

A recruiter/head hunter will be the first point of contact with a potential long-term top employee so 
make sure they are professional and well-equipped to represent the Company and our brand. An 
individual who is serious about their role as a recruiter and serious about their clients’ best interests will 
have covered their bases.   

To protect their clients from any legal problems that might arise from the hiring process, a good 
recruiting agency/head hunter should, at a minimum, have General Liability Insurance and Error and 
Omission insurance.  

Depending on the type of agency you are looking for, and the services you require them to provide for 
the Company, you might also need to consider things like fidelity bonds and Workers Compensation 
Cover.   

A professional and reputable recruiting agency or head hunter should be prepared for these questions 
and should not hesitate to provide you with the details of their insurance cover. If they hesitate, or do 
not answer the questions to your satisfaction, this could be a warning sign that they have not taken the 
necessary steps to protect their clients.  

WHAT IS THEIR POLICY ON EMPLOYEE TRAINING AND RETENTION?  

If you are looking for an agency that specializes in filling short term or temporary positions, as described 
in Recruitment Agencies – Temporary Employees, it’s worth asking about their policy regarding 
employee training and retention. (By ‘employee’ here, we’re referring to the candidates that the agency 
places with companies, not the recruiters on staff.)  

If it’s likely that we will need to find short-term or temporary staff on a recurring basis, it’s reassuring to 
know that the temporary employees are receiving on-going training to update their skills.  

Furthermore, if the agency values employee retention and makes an effort to keep strong candidates on 
their books, there’s a good chance we will be able to hire that same qualified individual the next time 
we need help—and we’ll save time and effort by not having to train them the second time around. 

WHAT IS THE FEE STRUCTURE? 

Charges by recruiting agencies vary and depend on many factors, 
including: 

 The type of position—generally, the more skilled and 
specialized the position, the higher the rates or percentage 
of salary charged 
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consultants with the following differences:  

• Special licensing for use with clients 

• Additional module + additional download of 
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TIP: Take a look at the websites of 
the recruiting agencies that interest 
you. If the positions they are 
advertising are similar to ours, or 
appear to be targeting a similar 
audience, the odds are in our favor 
that the agency will have a good 
understanding of our industry and 
needs. 

If we are asking an agency to handle 
our recruiting process, we are 
putting our trust in them. Don’t be 
afraid to ask for references, 
preferably from a few companies in 
our sector—and especially if they are 
asking us to pay a retainer! 

 The location—rates vary significantly from city to city 

 The services we would like the agency to handle on our behalf—advertising, interviewing, 
handling payroll for temporary employees, etc. 

Before you sign on the dotted line and enter into a business agreement with an agency or head hunter, 
make sure you fully understand how they will charge the Company. 

WHAT IS THEIR KNOWLEDGE OF OUR INDUSTRY SECTOR? 

If you’re looking to fill a position that requires skills and knowledge specific to our industry sector, it’s 
crucial that the agency or head hunter has a good understanding of and experience in hiring candidates 
for this sector. 

Do they ask thoughtful, relevant questions? Do they make every effort to fully investigate your 
requirements? And do they seem to understand your wish list for the ‘best possible scenario’ candidate?  

DO THEY UNDERSTAND OUR NEEDS? (AND DO THEY CARE?) 

To be fully effective in recruiting for the Company, the agency or head hunter should make every effort 
to create a partnership with the Company.  

Are they interested in what we do? Do they take the time to really dig into the nuts and bolts of the 
position we are looking to fill? Or do they seem rushed and perhaps overly focused on the payment 
plan? 

Only by fully understanding our business needs, can a recruiter or 
head hunter feel confident and be effective in: 

 Quickly filtering unsuitable applicants 

 Presenting the best candidates for the open position 

 Marketing the Company and our brand to the candidate 

 Conveying to prospective candidates the benefits of 
accepting a position with us 

DOES THEIR CODE OF ETHICS MATCH OURS?  

Recruiting agencies operate in a highly competitive environment, 
so it’s important to determine their integrity and code of ethics 
before the Company starts working with them. 

For example, a reputable agency would not put forward a 
candidate who misrepresented themselves, or who was placed 
with another company but found to be unsuitable.  PR
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TIP: Consult current legislation in our 
jurisdiction to determine the 
requirements for a recruiting 
agency’s legal compliance. 

You’re then better equipped to ask 
questions to help you determine not 
only if the agency is in compliance, 
but also how knowledgeable they 
are about this topic. 

Furthermore, as discussed in Disadvantages of Using Recruiting Agencies & Head Hunters, even if a 
recruiter believes that they know of the perfect candidate for an open position, that individual is 
officially ‘off limits’ if they have already been placed with another of the agency’s clients. 

ARE THEY IN COMPLIANCE WITH THE LAW? 

Regulations and standards of operation differ considerably 
depending on location.  

 In some areas, recruiting agencies are regulated and 
require a license to operate. This shows that they are 
knowledgeable about employment law and compliance 
issues in the jurisdictions in which they operate. 

 In other areas, a license is not required, but the agency 
must still comply with employment standards and human 
rights legislation in that jurisdiction.   

Always consult current legislation in our jurisdiction to ensure legal compliance.  

WHAT IS THEIR GUARANTEE? 

Ask the agency if they follow up with clients after a candidate has been hired, and what their policy is 
with regard to replacing candidates who do not work out. 

Most reputable interim/temporary agencies will provide a replacement guarantee of some sort. 

Keep in mind, however, that in this scenario the agent has likely already been paid. This means that 
there is no financial incentive for them to find a replacement. (This is where professionalism and code of 
ethics play their part!) 

4. MEET FACE TO FACE 

If you are seriously considering a particular recruiter/head hunter to work with the Company, it is highly 
recommended that you meet them in person. No matter how busy you are. 

You should feel comfortable about the way the individual interacts with you, and the way in which they 
operate their business. Do you feel at ease with this person? Do they appear organized and 
professional? Would you trust them to represent the Company appropriately?   

And don’t forget to put yourself in the job candidate’s shoes. If you were looking for a position, would 
you be comfortable dealing with this person? 
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