
 
How Researchers Can Use Prospect City and Its Products to Improve 
Your Business in 2009: 
 
Welcome, and thank you for attending this event to hear about executive recruiting 
research and how it can be the force of change in an industry that hasnÕt change much in 
60 years. 
 
The Premise 
While the tools used in search execution have changed dramatically with access to the 
Internet, there has been little change in the client experience.  Fees remain at or around 
the 30-33% range for successful hires at the executive level; Time-to-Completion 
remains at the 90-120 day mark; Rate of success in the retained executive search market 
remains at or around 70% at best. Why? 
 
Our client surveys indicate two primary reasons for this lack of change: 
 

1) There are few or no alternatives to retained search at the senior level. While 
products and services such as Monster.com, SixFigureJobs.com and The 
Ladders.com have all claimed to apply to senior level search, none have had great 
success supplanting executive recruiters Ð particularly those at the senior level.  
Almost without exception executive recruiters offer little change or incentive over 
their competitors, too.  Clients are left with little choice but to use senior level 
recruiters, soÉ 

2) Instead, they use executive recruiters on a very limited, transactional basis.  
TheyÕve capitulated on pricing (for the most part) and instead hire executive 
recruiters only when needed, preferring them to Ògo awayÓ when a need no longer 
exists.  While recruiters often seek a longer-term commitment from clients 
companies in exchange for a reduced fee, that fee reduction provides little 
incentive for clients to actually commit. 

 
So what are we left with?  WeÕre left with a transactional system powered by a cyclical 
search process that alternates between selling, executing, selling, executing, selling, etc.  
With an inability to sell the longer-term commitments, the result is a client preference for 
transactional search and few alternatives. 
 
Supply and Demand 
With this system fluctuating market conditions move the advantage from recruiter to 
client and back, dividing them into customer and vendor and rarely promoting the 
concept of team, adviser, or partner for longer than the search cycle allows.  Obviously, 
an up market puts recruiters in a position to require higher prices and more control over 
what work is acceptable, while clients have limited power.  Obviously in a down market, 
clients have the advantage and can dictate tougher terms, while recruiters tend to 
capitulate in order to win business. 



 
Recruiting and The Researcher 
In a direct reflection of business conditions and the recruiter-client relationship described 
above, executive recruiting support personnel are heavily dependent on the success of 
executive recruiters.  The transactional nature of their business is reflected in the 
transactional nature of the recruiter-researcher relationship.  This is even more obvious in 
the independent researcher market, where hourly rates or project retainers lack the 
substance to break free from a dependence on executive recruiters and their cyclical 
markets.  This is clarified in the results of our survey.  On achieving a high enough level 
of success, researchers most often evolve to become recruiters, incorporating recruiter-
like fees and transactional cycles.  Simply stated, many successful researchers become 
recruiters.  More relevant too our discussion, they often blend into recruiting rather than 
change it. 
 
Researchers Should Drive Change 
For several reasons, researchers are in the best position to create change in the industry. 
 

1) Researchers can afford it.  Recruiters are not in a financial position to offer drastic 
reductions in fees.  Researchers are.  After all, their fees usually amount to about 
15% of the entire search fee.  There is plenty of room to move up while still 
dramatically undercutting the traditional fees of executive search and offering an 
attractive alternative to traditionally priced search. 

2) Researchers are already transparent.  The deliverables of recruiting research are 
complete and open, with no proprietary ownership of the data.  Recruiters pay for 
the intelligence delivered by researchers while withholding the bulk of this 
valuable intelligence from their clients.  They do so under the premise that they 
provide a valuable improvement on the intelligence Ð their assessment of the 
individual and their application to the role and the company environment.  
Prospects who do not qualify for the opportunity are withheld from view of the 
client and remain proprietary to the recruiter.  The traditional researcher model 
calls for the open and complete presentation of all intelligence. 

3) Clients are more capable of assessment then ever.  Today, recruiting clients 
(hiring executives) are more informed and capable of assessing individuals.  They 
continue to have a significant role in the presentation of candidates and play a 
more active role providing a key assessment, or validation of candidates presented 
by recruiters.  ItÕs only a small step in the right direction for these hiring 
executives to supplant the role of executive recruiter, assuming a highly capable 
researcher is in place. 

 
The Squeeze 
While hiring executives (clients) must be willing and capable of providing more 
assessment, they must also see value in being introduced to individuals who are less than 
a perfect fit.  In some cases this requires an acceptance that the roleÕs requirements might 
loosen or change.  As most recruiters and researchers know, this occurs more often than 
not.  Every position specification contains minimum requirements and preferences, which 
are often adjusted during the course of a search project.  In fact, it is rare that a successful 



candidate matches all of the requirements and preferences outlined in the original 
position specification. 
 
Executive recruiters are lodged between clients and researchers.  While our model for the 
evolution of search requires clients incorporate some of the duties of recruiter, 
researchers also need to accept some of these duties too.  A researcher must be capable of 
generating valuable intelligence and processing it in relation to the client companyÕs 
needs.  This means they must 
 

1) build and promote a business model that is significantly more attractive to client 
companies while lowering or eliminating the risk associated with change.  The 
business model must prove effective at filling positions, be more transparent 
about delivery and ownership of information, maintain the highest levels of 
professionalism and be priced significantly lower than traditional executive 
search.  This is essential in evolving beyond the transaction of search to a real 
advisory partnership. 

2) serve admirably as representatives of the client organization in the talent market. 
They must have the ability to engage with senior level executives with the highest 
level of integrity, ethics and character.  They must do so with the complete 
confidence of the client.  As researchers know, this is often the case but there are 
exceptions in the industry.  Researchers must shed any covert, sometimes 
downright sneaky methods of uncovering information in favor of methods more 
fitting the client organization. 

3) They must invest in building an understanding of the client organization so they 
can offer creative solutions throughout the engagement.  Once this is achieved, 
clients will see more value in your recommendations, including prospects and 
candidates outside of the exact requirement outlined in the position specification. 
This is a key component in the researcherÕs ability to step toward the recruiterÕs 
role. 

 
 
 

 
 

Increased capabilities among researchers and clients may squeeze the role of recruiters 



 
 
Recruiter Extinction?  Not happeningÉ 
Recruiters wonÕt go away.  There will continue to be a market for transactional search Ð 
especially at the pinnacle of search Ð the C suite, where searches tend to be acute and 
singular.  In this area, there remains a role for ongoing research focused work, however.  
In the C Suite there is an increasing demand by boards and senior executives to outline 
and build succession plans that incorporate development of internal executives as well as 
an ability to spotlight external successors where needed. Executive recruiters, if pressured 
will adapt by offering those same services with accompanying transparency and lower 
cost.  They will, in effect, push back toward research-related services. 
 
A New Model 
The new model will provide an ongoing pipeline of market talent in support of 
incumbents, current vacancies, future vacancies and succession planning.  Introductions 
from this research will result in expanded opportunities for clients to meet prospective 
hires, entire teams, potential business partners and even acquisition targets.  Intelligence 
from this research can result in policy changes, compensation re-structuring and 
innovative programs to attract and retain executives. 
 
The Delivery Vehicle 
This new model requires the organization and delivery of talent pipelines with 
transparency and access.  It must have the controls necessary to allow the client to direct 
and re-direct the intelligence teams at a momentÕs notice.  The vehicle must be 
proprietary to each client and there must be an acceptance that all data within it is the 
property of the client company Ð not the recruiter.  
 
Velvet 
Prospect CityÕs Velvet system is an inexpensive Internet-based database that displays 
pipelines for executive recruiters and hiring executives.  Several features make this tool 
perfect for client pipelining. 
 

1) ItÕs inexpensive.  The Velvet system costs just $1,000 to set up and requires an 
ongoing monthly payment of $200/mo. for each client user.  The cost in minimal 
in conjunction with the monthly revenue you generate from each client.  Should 
your client suspend or cancel services while keeping the tool active, you can 
continue to profit from the clientÕs continuing use of the technology by charging 
them as much as $1,000/mo. for Velvet. 

2) Implementation is fast.  Each Velvet system can be activated within 24 hours of 
the request. 

3) ItÕs portable and accessible.  Because itÕs web-based, the tool can be accessed 
with just an Internet browser from any location, allowing distributed researchers 
to contribute to the system from anywhere, and client companies to allow regional 
heads to access customized pipelines from any location. 

4) ItÕs Proprietary and Customizable.  Each Velvet system can be branded 
exclusively for your firm and continue to present your brand to the client during 



active and inactive periods of research service.  The system is customizable, so 
you can respond to requests for customization by your client (and you can even 
profit on that customization by charging clients beyond the base fees required by 
Prospect City. 

5) Auto-notification features include the ability to automatically notify users via 
email of any changes in the system, such as the conversion of candidate to 
successful candidate, for example.  Auto-notify can be customized to any degree. 

 

         
 

The pipeline displayed above can be customized.  For example, the groupings can be renamed from ÒpresentedÓ, 
ÒCandidatesÓ and ÒProspectsÓ to ÒIncumbentÓ, ÒIntroducedÓ, etc. 

 
The Fee Structure 
The model exchanges higher transactional fees in exchange for lower ongoing fees.  
 

¥  A lower retainer in exchange for ongoing work.  Clients have shown a 
willingness to pay $5,000-$10,000/mo. for ongoing pipelining work for up 
to three positions at a time.  This is relatively in line with researcher 
requirements too.  This fee should allow researchers to manage up to two 
clients at a time Ð each getting 80 hours per month. 
 

¥ Success Fees are a critical component to this ongoing work, especially as 
it relates to the lower ongoing fee and the results-focus required by clients.  
These success fees should not be tied to base compensation but instead 
should be flat figures you are willing to accept as ÒbonusÓ for good work.  
Clients have expressed a willingness to pay an additional $7,500-$15,000 
per hire.  This figure should still result in a significantly lower rate than 
those of traditional recruiters. 
 

¥ No contracts required.  Researchers have demonstrated a willingness to 
accept pay-for-play services and this is no different.  Clients should be 
able to pay for performance and suspend or cancel whenever appropriate. 
 

¥ An included technology-based delivery vehicle that allows the client 
immediate and open access to the entire pipeline.  



¥ Extras include: 
 

o Success Fees for non-hiring developments such as partnerships, 
investment, M&A, etc.  These figures can generally be in line with 
normal success fees, and any difference should be outlined before 
the project is started. 
 

o Technology component can be adjusted to pay during downtime.  
If a client suspends or stops a project, the technology vehicle can 
revert from being free/included to an extra subscription-based 
income for you and your business.  Remember, clients may own 
the data, but you continue to provide the technology that organizes 
and presents it. 
 

o Side work is often rewarded based on your success with the client.  
For example, the research service your provide may expand 
beyond talent identification to include due diligence, competitive 
intelligence projects, lead generation and more. 
 

o Referrals are common from this position.  One must be willing to 
refer work to others outside of your area of expertise, including 
psychological assessment, legal advisory, and even in few cases, 
senior level executive search.  Manage these tasks wisely; the 
introductions you make will not go unrewarded.  YouÕll gain 
credibility with your client while delivering revenue to the vendor. 

 
Examples of Application 
In Private Equity, for example, there is an ongoing need to identify and build 
relationships with the industryÕs finest talent within a specific portfolio industry.  This 
intelligence may not bear fruit for some time, yet PE firms have a better understanding of 
the value of early identification and introduction of industry talent.  The results of this 
identification and introduction of talent may not yet be clear, but PE firms recognize how 
important it is to know who is best in class today and tomorrow. 
 
In traditional corporate settings, the identification and introduction of talent can address 
current vacancies and future vacancies.  It can be a critical safety net while internal 
executives are developed for succession.   
 
Results #1 
In one example, a client company directed the research group to identify a President with 
manufacturing expertise.  As a result of the work provided, the client organization not 
only hired a President, they also identified and hired a top Six Sigma expert to build an 
internal program.  In addition, they were introduced to an executive from a non-
competitive company that resulted in a company partnership for the advancement of 
plastics technology to benefit both companies (defense and consumer products).  This is a 



simple example of the benefits of assessing and introducing executives slightly outside 
the original position specification. 
 
Results #2 
In a recruiting-specific example, a client company hired numerous individuals from the 
pipeline over the course of twelve months resulting in a reduction in fees-per-hire by over 
80%.  Pulling from an active pool of prospects the company moved its average time-to-
hire period from 10 months down to 45 days!  In addition, the transparency of the 
pipeline allowed the company to make better hiring decisions based on access to the 
larger pool, competitive intelligence, market compensation and an expanded target. 
 
The Pitch 
In your pitch to clients, there are just a few points to illustrate and a few more facts have 
available. 
 

1) Passive vs. Active Candidates.  Most of us already know the value of attracting 
passive candidates (those not seeking new employment) in addition to active 
candidates.  This product and your services can combine both by linking the 
senior level application process directly to this database and allow the researcher 
immediate access to the information for follow-up. WhatÕs not often discussed is 
the fact that during the normal 120-day executive search process the client is 
getting a snapshot of the talent market.  Ongoing pipelining allows the client 
company to identify and TRACK talent on a continuous basis.  The priorities of 
senior level executives change often throughout the years.  With this tool you can 
be in touch with the executives regularly and be the first to know when they 
become receptive to new opportunities. 
 

2) The Cost.  The pricing structure must minimize risk in comparison to traditional 
executive search.  Hiring executives are very comfortable hiring popular firms 
like Spencer Stuart and Heidrick because they are safe, financially.  No one gets 
fired for hiring Heidrick.  Your pricing structure must allow you time to 
demonstrate results while also minimizing any perception of risk.  We 
recommend creating a visual price comparison that compares a full search fee to a 
six-month commitment to your firm.  In addition, we recommend you highlight 
the additional benefits over the search firm, such as ownership of data.  We found 
this point to be one of particular importance to the client. 
 
 
 
 
 
 
 
 
 
 



 
 
 

 
 
 
 

3) Ownership Investment.  Unlike traditional search firms, you are offering your 
client complete ownership of all data contained in the database.  In addition, you 
can offer time-limits or a gradual reduction on the application of success fees to 
candidates in the database. 
 

4) Delivery Technology included at no additional charge, unless the company 
suspends or cancels the project and requires ongoing access to the technology.  In 
this case the monthly retainer fees would be reduced or eliminated while a fee for 
the technology would apply. 
 

5) Use examples and use the math.  The examples we described above include both 
the advantages of building a wider pool as well as a dramatic reduction in cost per 
hire.  By adding the ownership of data, this is a completely fair package. 

 
 
The Target 
There are numerous clients of all sizes who use these tools and services, or would see the 
benefit of such services.  However, there are certain groups we found to be more 
receptive than others.  Small companies with CEO-owners tend to quickly focus on the 
cost and the return on their investment.  This group is much less likely to use traditional 
executive search primarily for reasons of cost, so they are terrific targets.  Middle-market 
companies are also receptive to the concept because of its innovation and return on 
investment.  These hiring executives tend to be more hands-on and are looking for ways 
of improving their processes as well as their bottom line.  Larger companies usually see 
this as a very beneficial tool, but are a tougher sell for three reasons:  theyÕre not 
spending their own money; change=risky; and because they value relationships with 



senior level recruiters and believe they can help them someday if they need a job, etc. 
(rightly or wrongly Ð itÕs a perception). 
 
**************************** ********************************************  
 
Let us know your thoughts and ideas for improvement.  We have clients who can attest to 
this concept, and if youÕd like to hear from them, let us know. 
 
We welcome your thoughts and ideas regarding this information.  Feel free to email us at 
support@prospectcity.com and feel free to request a consultation with one of our team 
members or a live demonstration of the Velvet technology.  Visit us at 
www.prospectcity.com 
 
 
 
 
 
 
 
 


