
RECRUITING TIMES
RECRUITMENT BUSINESSES IN THE BREXIT AGE



Since the European Union (EU) referendum in 2016, there’s been much discussion 
about the impact of Brexit on the recruitment sector. But it’s not lack of demand from 
employers keeping recruiters awake at night. Quite the opposite. It’s how to meet 
growing demand in the face of a lack of supply that’s weighing on minds of recruiters 
across the country. 

Questions over the rights of migrant workers and EU 
citizens to work in the UK, as well as uncertainty around 
the future of the economy, have already had more of an 
effect on talent acquisition than anticipated. The current 
record low in unemployment, has both added to, and 
amplified, the challenges facing recruiters. 

Nevertheless, the sector is growing. It’s estimated 
that, before the end of the year, more than 10,000 new 
recruitment agencies will have registered with Companies 
House1. While presenting competition and an additional 
challenge to existing businesses, it’s a sign that recruiters 
are optimistic about the future. 

The combination of low unemployment - 4% at the 
time of writing2 - people staying in jobs for longer, and 
a skills shortage that’s worsening with Brexit, means it’s 
unsurprising that employers are struggling to source 
candidates on their own. This has presented both an 
opportunity and a challenge for recruiters. 

Brexit has delivered a short-term dividend to many 
businesses in the sector, with two-thirds experiencing 
improved performance over the last year. But it’s a 
double-edged sword. As the reality of fewer candidates 
available from the EU starts to bite, skills shortages are 
hindering growth for businesses in a variety of sectors, 
particularly in IT, construction and healthcare. 

Scarcity of talent is a substantial challenge to SMEs that 
are increasingly turning to recruiters for their expertise 
in sourcing candidates. This has given the sector a 
temporary boom, but as the shortage of appropriate 
candidates worsens, recruitment agencies are beginning 
to report a struggle to fulfil this demand. 

While many recruiters are resilient, they will need 
Government support, and greater certainty about the 
future. If they’re also to meet their goals of increased 
investment next year, recruitment agencies will need both 
reassurance and a clearer understanding of what a post-
Brexit immigration policy will look like. 

However, there are also other issues for recruiters. New 
legislation around IR35 contractors for public services 
has generated an extra administrative burden for 
recruiters processing NIC and PAYE. The Chancellor’s 
announcement in the latest Budget to extend this 
to include the private sector by April 20203 will only 
exacerbate this burden, though smaller firms will be 
exempt from the rule change. 

According to our latest Recruiting Times research, late 
payment continues to be a cause for concern for a quarter 
of all recruitment agencies, particularly for businesses 
with turnover of less than £1million, with many waiting up 
to 30 days to receive payment and some waiting even 
longer. 

Yet, despite these challenges, recruitment businesses are 
both growing and planning for growth, investing both in 
new staff and their development, and seeking external 
funding to support. Though the forecast over the next 
year seems changeable, the sector looks set to weather 
the storm.
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Nearly two thirds (60%) of 
recruitment businesses reported 
improved business performance 

over the past 12 months

Two thirds (63%) are expecting 
their business performance to 

improve over the next 12 months

73 per cent are planning some 
form of investment to grow their 

business over the next 12 months

Nearly two thirds of recruiters 
report increased demand from 

employers as companies  
struggle to fill both permanent 

and temporary roles

53 per cent of recruiters struggle 
to find suitable candidates for 

permanent roles due to low 
unemployment levels

56 per cent said employers are 
paying wages above the industry 

average to secure the best 
candidates

Half of recruiters say they  
have seen a reduction in the 

number of candidates from EU 
member countries

54 per cent of recruitment 
agencies are facing internal  

skills shortages over the next 
12 months; including attracting, 

hiring and retaining staff and 
meeting candidate expectations

Over a third (34%) of  
recruiters wait more than  
30 days for payment from  

their clients

Half (51%) of recruiters do not 
think the UK’s working population 

will be able to meet the job 
demands of business in the future

Nearly three quarters (70%) 
believe the Government needs to 

change its immigration policy 

A further 57 per cent agreed that 
a lack of free movement with the 
EU will result in UK businesses 

being unable to fill key roles

CURRENT PERFORMANCE

60%

50% 54%

63% 63% 56%

70% 57%

53%73%

CANDIDATE SHORTAGE

CHALLENGES CHANGING SOCIETY

KEY FINDINGS

51%30
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MANAGING THE IMPACT OF BREXIT  

Brexit is an opportunity and a threat to recruiters. The findings show over half of recruiters have reported an 
improvement in business performance over the last year, which suggests they are currently reaping the rewards of a 
tighter labour market.

But there is anxiety around the UK’s future and Brexit threatens to exacerbate the current skills shortage, with 57 per 
cent fearing a lack of free movement will leave them unable to fill roles. 

Brexit will need to be carefully managed by recruiters. They need to think about diversifying their business, or 
increasing their investment into improving and retaining their own talent so they can continue to grow. 

MANAGING LOW UNEMPLOYMENT

The country’s employment levels at present are unprecedented. Record low unemployment is changing the 
landscape for both recruiters and employers. The demand on a smaller pool of skilled and talented candidates is 
encouraging employers to offer higher wages or extra workplace benefits as hiring incentives. 

Complicating the matter further, candidates also have the luxury of choice in the jobs market. This means they can 
pick and choose either long-term positions, or pursue short-term contractor or temporary roles. Recruiters will need 
to adapt and ensure they are providing the specific types of roles that candidates now expect.

Although the macro-economic picture is challenging, many businesses are thinking on their feet when it comes to 
higher employment; broadening their search to include candidates with different skills sets. For example, in some 
sectors like construction, skills can be nurtured so long as candidates are attracted to the roles on offer. 

To do this effectively recruiters need to have systems in place to support and attract quality candidates. Having an 
efficient back office with smooth payments and administration systems that provide a better user experience for 
candidates is one way to achieve this.

While there’s a growing opportunity for recruitment businesses to maximise their expertise and experience on behalf 
of increasing numbers of employers seeking their help, the challenge is whether they can then deliver the calibre and 
number of candidates being searched for.

MANAGING CASHFLOW

While many recruiters have achieved growth, a lack of cashflow continues to blight their ability to invest for further 
growth. 

Over a third of recruitment companies have to wait up to 30 days to receive payment from their clients, and 
while this is standard practice, recruitment agencies are tasked with the challenge of simultaneously paying 
their contractor and temporary staff on a weekly basis. Combined with utility bills and overhead costs to pay, the 
combination can lead to a gap between paying and receiving payment, often limiting both investment and growth. 

Changes to IR35 legislation around contractors has also added an extra administrative burden on recruitment 
businesses working with the public sector. 

The opportunity for investment is there, as the sector grows. New staff, training for existing employees, and upgrading 
front-end technology are all priorities for recruitment agencies looking to take advantage of the current employment 
climate. Management of payment and cashflow is also crucial, if these businesses are to further succeed.

To mitigate the impact of late payment, recruiters can look to invoice finance to manage cashflow more efficiently 
and free up time for the day-to-day running of their businesses.

BUSINESS  PERFORMANCE PAST 12 MONTHS

Net: 
Increased

Stayed the 
same

Net: 
Declined

Don’t  
know

EXECUTIVE SUMMARY 

1.

2.

3.

Our research shows how changes to the wider economy are having specific impacts on recruitment businesses. The data 
highlights three areas of focus, and each comes both with challenges and opportunities for recruiters over the coming year. 

Despite the challenges of Brexit and low unemployment, nearly 60 per cent of recruitment businesses reported improved 
performance over the past 12 months, compared with just 14 per cent that have seen sales decline. Almost two-thirds 
(63%) of all recruitment companies, in fact, are expecting their business performance to improve over the next 12 months, 
compared to just 8 per cent that are expecting a decline, creating a strong sense of optimism in the sector.

Unsurprisingly then, recruitment companies are investing to meet the challenge, with almost three-quarters (73%) planning 
some sort of investment to grow their business over the next 12 months. The main area of investment is in staff recruitment 
and training; larger companies are looking to expand into new regions and cities, whereas smaller businesses are more likely 
to invest in back end technology.
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0

OPTIMISM IN THE FACE OF CHALLENGE
RESEARCH FINDINGS

BUSINESS PERFORMANCE EXPECTATIONS 
NEXT 12 MONTHS

Net: 
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Stayed the 
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Declined

Don’t  
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INVESTMENT PLANS NEXT 12 MONTHS

Hire new staff

Train existing staff

Investment in front end technology e.g. website

Expand recruitment services into new sectors

Open new offices in different regions/cities in the UK

Investment in back end technology e.g. payroll, CRM

Acquisition of another recruitment firm

Other 

We don’t have any investment plans

Not sure/ I don’t know/ Refused 6%

21%

1%

1% 8%

11%

11%

18%

25%

31%

41%
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Brexit related economic uncertainty and the squeeze it has placed on talent presents a challenge to recruitment 
businesses. Over half (54%) report skills shortages as their greatest test over the next 12 months, followed by 41 
per cent that say uncertainty around the UK’s relationship with the EU is concerning. For a quarter of recruitment 
businesses, anxiety around late payment provides their primary challenge over the coming year.

KEY CHALLENGES

Skills shortages

Uncertainty surround the UK’s relationship with the EU

Uncertainty in the wider UK economy

Increasing competition from other recruiters

Late payment from clients

Restrictions on Tier 2 Visa applications

Increase in the minimum wage

Increase in unemployment as a result of job cuts/employers not hiring

Budget cuts / Cost Issues / Lack of business confidence & investment

Growth / Cashflow / Diversifying into new markets

IR35

Other

There are no challenges

Don’t know

54%

23%

21%

6%

2%

2%

6%

41%

22%

10%

5%

2%

5%

2%

BIGGEST CHALLENGES IN THE NEXT 12 MONTHS

Almost half (47%) of businesses have seen a higher demand for permanent roles and 35 per cent have received more 
requests for contractor roles, yet record low levels of unemployment are making it harder for recruitment companies to  
find suitable candidates for permanent roles (53%), compared with contractor or contingent roles (38%).

Nearly a third (29%) think there has been an increase in the number of vacancies being advertised. According to 31 per 
cent of recruitment companies, since the EU referendum, they have seen an increase in demand from candidates with 
engineering skills. Recruitment agencies also report that they are particularly facing skill shortages in IT, Computing, 
Technology and Comms (24%), Construction (16%) and Healthcare (15%).

VIEWS FROM THE SECTOR

Struggled to find suitable candidates for permanent roles
Received more requests for permanent roles

Struggled to find suitable candidates for contractor/contingent roles
Received more requests for contractor/contingent roles

Seen a decline in requests for contractor/contingent roles
There has been no impact on our business

Seen a decline in requests for permanent roles
Other

Don’t know

IMPACT OF LOW UNEMPLOYMENT ON RECRUITERS 

53%
47%

3%

35%

15%

38%

16%

13%

2%

IT / Computing/ Technology/ Comms
Construction

Healthcare
Manufacturing

Professional Services
Engineering/ industrial

Business services
Education (e.g. tutoring)

Hospitality & leisure
Transport

Wholesale, retail and franchising / Fashion Clothing
Food & Drink

Marketing / Advertising / PR / Market Research
Agriculture

Legal Services
Banking

Automotive
Utilities

Real Estate
Media

Science
Other

All sectors/ many
Don’t know

None

MOST CHALLENGING SECTORS TO FIND CANDIDATES WITH THE RIGHT SKILLS

24%

15%

11%

6%

6%

5%

4%

2%

2%

1%

1%

1%

6%

16%

13%

11%

6%

6%

4%

3%

2%

2%

1%

13%

5%
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Middle management roles are in most demand for permanent contracts (15%), while the most in demand contractor/
contingent role from clients is skilled manual worker (12%). Overall, 46 per cent said the number of candidates applying  
for all roles have decreased.

Just over half (52%) of businesses said that low unemployment has also increased day rates/salaries for candidates,  
with well over half (56%) saying employers are having to pay above industry average wages to secure the best candidates, 
over half (54%) hiring candidates with different skills from their sector, and 31 per cent looking overseas to fill roles.

Middle Manager
Senior Manager

Skilled manual worker
Junior Manager / Team leader

Engineers
Executive level

Graduate / entry level
Unskilled manual worker

Office level/admin/auditor
Sales/Marketing/Management/Customer Service

Teachers/ lecturers/Education
Chief Executive / C-Suite

Managing Director
Other 

None of these
Unsure

PERMANENT ROLES MOST IN DEMAND FROM CLIENTS

15%

10%

7%

5%

3%

2%

1%

8%

15%

8%

6%

3%

2%

1%

7%

8%

Skilled manual worker
Middle Manager

Unskilled manual worker
Senior Manager

Junior Manager / Team leader
Graduate / entry level

Executive level
Developers

Engineer
Teachers/ lecturers/Education

Accountants
Office level/admin/auditor
Chief Executive / C-Suite

Sales / Management
Other 

None of these
Unsure

CONTRACTOR/TEMPORARY ROLES MOST IN DEMAND FROM CLIENTS

12%

8%

6%

5%

5%

12%

2%
2%
2%

1%
1%
1%

10%

8%

19%

5%

3%

Pay above industry average wages to secure the best candidates
Hire candidates with different skills/experience from their sector

Hire more contractor/contingent workers to fill vacant roles
Look overseas to fill vacant roles
Create more apprenticeship roles

Decline work due to not having capacity
Increasingly hire more graduates to fill roles

There has not been an impact
Other

Don’t know

THE IMPACT OF LOW UNEMPLOYMENT ON EMPLOYERS

56%
54%
54%

31%
29%
29%

6%
3%

1%

28%

OF RECRUITERS SAY THE 
NUMBER OF CANDIDATES 

APPLYING FOR ALL 
ROLES HAVE DECREASED

46%
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Uncertainty about the UK’s future relationship with the EU is already making its impact felt on the recruitment industry.  
Half of those surveyed reported a decline in the number of candidates from the EU, though just over a quarter (27%) saw 
no change.

Nevertheless, 70 per cent of recruiters agree the Government will need to change its immigration policy for businesses to 
secure the talent they need, and almost half (48%) agree that the Government’s net immigration target of 100,000 should 
be scrapped.

Half (51%) do not believe the UK working population will be able to meet the job demands of business in the future. Meanwhile, 
57 per cent feel Brexit and a lack of free movement within the EU will result in UK businesses being unable to fill key roles, and  
47 per cent agree that Brexit will result in UK businesses being unable to compete internationally for the best talent.

Looking beyond the EU for talent, almost a third (28%) of businesses have also seen a decrease in the number of 
candidates available from outside the EU. As a result of the UK reaching the monthly cap on Tier 2 Visa applications from 
outside the EU, 26 per cent of businesses have struggled to fill specialist roles due to decline in visa applications. However, 
two-fifths of recruitment companies reported that although the UK has reached the monthly cap on multiple occasions this 
year, it has had no impact.

BREXIT AND MIGRANT WORKERS

IMPACT OF THE BREXIT NEGOTIATIONS 
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A decrease in 
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the EU

A decrease in 
the number of 
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outside the EU
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the number of 

candidates from 
outside the EU

We have seen 
no change

Don’t know
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50%

18%

27%29%

6%
12%

2%

MONTHLY CAP ON TIER 2 VISA APPLICATIONS IMPACT ON RECRUITMENT INDUSTRY
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struggled to 
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roles due to 
declined visa 
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We have 
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Employers have 
declined to 
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entrepreneurs
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PAYMENT PRACTICES
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13%

41%

14%
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AVERAGE PAYMENT TIMES FROM CLIENTS (DAYS)

Over a third (34%) of recruiters wait more than 30 days for 
payment from their clients and one in five businesses (21%) say 
that late payment is a key challenge over the next 12 months.
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THE IMPACT 
OF IR35
Changes in the law have altered the way public 
sector contractors are treated. Agencies are now 
responsible  for determining if the IR35 rules 
apply and if  NIC and PAYE must be processed 
by them. 

When surveyed, almost half (47%) of recruitment 
companies felt there would be an impact on 
their business were the same legislation to be 
introduced to the private sector. Chancellor 
Philip Hammond announced this would be the 
case for medium to large businesses from April 
2020, with an exemption for smaller businesses.

The criteria is based on those who do not meet 
HMRC’s definition of ‘self employment’ under 
IR35 rules.

OUTSOURCING AND FUNDING
Many businesses have turned to outsourcing to deliver their payroll services. Across the board, just 
under half of recruitment companies outsource their back-office services, and of those, a quarter 
outsource payroll. Two thirds (63%) of these use a specialist provider.

Just under half of all recruitment businesses use external funding. Of these, factoring and invoice 
discounting is the most popular with just over a quarter (26%) using some form of invoice finance, 
mostly larger businesses.

My accountant

A specialist provider

Back office support

Don’t know

Not answered

29%

63%

6%

2%

2%

PAYROLL SERVICES PROVIDER

FORMS OF FINANCE USED

Factoring/invoice discounting

Personal savings or loans from friends or family

Bank loan

Bank overdraft

Private equity

Unsecured personal finance (e.g. credit cards, bank loan)

Crowd funding/peer-to-peer lending

Angel investors

Or some other way 

I don’t use any form of external funding

26%

8%

56%

6%

7%

4%

2%

6%

3%

1%
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METHODOLOGY 
This report and its findings are based on a survey of over 250 UK businesses across the temporary 
and permanent staffing sectors. Research took place between 30 August and 8 October 2018 by 
Critical Research. Participating recruiters had an average turnover of £2.7m and less than 250 
employees.

ABOUT BIBBY FINANCIAL SERVICES
Bibby Financial Services is a leading independent financial services partner to more than 7,000 UK 
SMEs. Formed in 1982, we are a member of UK Finance, supporting the growth of businesses in over 
300 industry sectors.

Our total funding capability exceeds £1bn and through our network of 19 regional offices we handle 
annual client turnover of £6bn. 

Our portfolio includes invoice discounting, factoring, export finance, asset based finance, lease 
finance, foreign exchange services, and specialist funding for the construction, recruitment and 
transport sectors.

In 2011, 2012, 2014, 2015, 2016, 2017 and 2018 the company was awarded a place in The Sunday 
Times 100 Best Companies to Work For, ranking 48th in the most recent poll.

 
To find out more about Bibby Financial Services, visit:  
www.bibbyfinancialservices.com

CONTACT

SUSAN FARMER 
Head of Recruitment Finance 
Bibby Financial Services

susan.farmer@bibbyfinancialservices.com

SEAN CASEY 
Head of External Corporate Communications 
Bibby Financial Services

sean.casey@bibbyfinancialservices.com

Connect with us on:

bibbyfinancialservices.com0808 2310 865
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