GUIDE

HOW RECRUITMENT
BUSINESS OWNERS CAN
INCREASE PROFIT
MARGINS IN 2025
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WELCOME

The upcoming increases in the National Living Wage (NLW)
and Employer National Insurance Contributions (NICs) in April
2025 will significantly raise payroll costs for recruitment
businesses, particularly those with lower-paid staff or large
workforces. These changes pose challenges, but by planning
strategically, businesses can adapt and thrive.

At Simplicity, we understand these pressures and provide
solutions to help recruitment businesses bridge the gap between
paying workers and receiving payment from clients. Additionally,
we reduce overheads by taking care of back-office functions like
payroll, compliance, and invoicing, allowing you to focus on
growing your business and increasing profit margins. Here's a
guide to help you navigate 2025 effectively
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TIP 1

UNDERSTAND AND QUANTIFY
THE IMPACT

The first step in adapting to increased costs is to understand their impact
on your business. By accurately calculating the added expenses, you can
make informed decisions to mitigate them effectively.

KEY ACTIONS: USE OUR MARGIN
e Forecast Costs: Use payroll data CALCULATOR TOOL:
to calculate the total increase in Simplicity's Margin Calculator Tool
wages and NICs for your makes it easy to assess placement

NICs for those earning above the
new £5,000 threshold.
* Segment Analysis: Break down

costs by client accounts or "IF YOU CAN'T

workforce type.s (e.g., terTwporary, MEASURE IT, YOU CAN’T
permanent, skilled, unskilled) to B

identify where the impact is IMPROVE IT." -

most significant. PETER DRUCKER

ensuring you maintain profitability.

NIC INCREASE

The increase in Employer NICs from 13.8% to 15% represents an
8% rise in additional payroll expenses for businesses. This
compounded with a reduced threshold from £9,100 to £5,000
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can have significant financial implications for recruitment firms

with larger workforces.




TIP 2

OPTIMISE WORKFORCE
MANAGEMENT

Efficient workforce management can significantly reduce costs and
improve profit margins. Streamlining your processes and adopting flexible
staffing models can help minimise expenses while maintaining service
quality.

KEY ACTIONS:
¢ Streamline Recruitment
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Processes: Use technology
like Applicant Tracking
Systems (ATS) and Al tools to
reduce manual effort and

il

increase efficiency.

* Right-Size the Workforce:
Evaluate whether roles can be
consolidated or tasks
automated.

» Flexible Staffing Models:
Promote part-time, remote,
or freelance arrangements to
minimise costs for non-core

roles.

Simplicity Support
Our back-office solution
manages payroll and
compliance, saving you time and
reducing operational overheads
so you can focus on optimising
your workforce.




TIP3

ENHANCE PRODUCTIVITY

Improving the productivity of your team and placements ensures

maximum value for every pound spent. Investing in training and aligning

incentives with performance can help you achieve this.

KEY ACTIONS:

» Upskill Staff: Train your team to
improve productivity and
reduce reliance on additional
headcount.

e Performance Incentives: Align
pay with productivity through
performance-based bonuses
rather than flat salary increases.

* Monitor Utilisation Rates:
Ensure temporary and contract
placements are fully optimised
to generate revenue.

According to a Gallup report,
companies that actively
engage employees through
training and performance
incentives have 21% higher
profitability and 17% higher
productivity compared to
those that don't. Increased
productivity means more
billable hours, translating to
higher margins.
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TIP 4

ADJUST PRICING STRATEGIES

Passing on increased costs to clients through well-thought-out pricing
strategies is key to maintaining profitability while ensuring clients see the
value in your service.

KEY ACTIONS: SIMPLICITY SUPPORT
* Pass on Costs to Clients: Our funding solution bridges the
Communicate changes gap between paying workers and
transparently, explaining the receiving payment from clients,
impact of NLW and NICs giving you the flexibility to adjust
increases on service costs. pricing without cash flow concerns.

* Value-Based Pricing:
Differentiate your service by
highlighting quality and
outcomes to justify price

increases.

* Incentive Packages for Long-
Term Contracts: Offer
discounts for long-term or
higher-value placements to
secure consistent revenue.



TIP 5

LEVERAGE TECHNOLOGY

Technology can automate repetitive tasks, reduce manual effort, and
enhance efficiency, helping you lower operational costs and increase

margins.
KEY ACTIONS: Companies that adopt
¢ Automate Low-Value Tasks: recruitment automation see

Use technology to streamline CV a 60% reduction in time

screening, interview scheduling,

spent on sourcing and
and candidate tracking. P 9

 Data Analytics: Use insights to screening, leading to
predict client demand and significant cost savings.
allocate resources effectively. Automating time-consuming

* Digital Marketing: Expand tasks allows you to allocate

outreach using cost-effective

. . . . more resources towards
online marketing strategies like

LinkedIn and niche job boards. revenue-generating

activities.

AUTOMATION

Automate your recruitment processes wherever possible. Use Al
and ATS technology to streamline candidate sourcing, screening,
and scheduling, which can save hours of manual effort. This frees
up time for your team to focus on higher-value activities, such as

client management and strategic growth planning.




TIP 6

EXPLORE ALTERNATIVE
REVENUE STREAMS

Diversifying your revenue streams can create new opportunities for
growth and offset the impact of rising costs.

KEY ACTIONS: Studies show that companies

* Upsell Additional Services: that diversify their service

Offer training, onboarding, or HR offerings by up to 3
consultancy to clients alongside L.
, , additional streams can see a
recruitment services.

* Expand Niches: Focus on high- 20% increase in total

margin sectors like IT, revenue. Diversification

healthcare, or executive spreads risk and taps into

placements. different client budgets and

Develop Subscription Models:

hiring cycles.

Introduce retainer-based
recruitment services for
consistent revenue.
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TIP 7

MANAGE OVERHEADS

Reducing operational expenses is crucial to maintaining profit margins.
Streamlining operations and renegotiating contracts can make a

significant difference.

KEY ACTIONS:

» Negotiate Vendor Contracts:
Renegotiate contracts with
software providers, office leases,
or other vendors.

» Remote Operations: Transition to
remote or hybrid work models to
reduce office space costs.

* Energy Efficiency: Implement
energy-saving measures in the
workplace.

SIMPLICITY SUPPORT:
Our back-office services reduce your
overheads by handling payroll,
compliance, and invoicing, giving
you more time to focus on cost-
saving strategies.

According to the Office for
National Statistics (ONS), UK
businesses that optimise
operational costs through
better overhead
management report a 15-20%
increase in profitability.
Effective overhead control
allows you to maximise your
profit margins without
compromising on service
quality.




TIP 8

SECURE FINANCING
OPTIONS

Accessing the right funding can help your business manage cash flow,
particularly when bridging the gap between paying workers and waiting
for client payments.

KEY ACTIONS:
e Cash Flow Management:

Use invoice factoring or \\\\\\“"////////

payroll financing to smooth %\\
cash flow. =

e Government Support:

Monitor for grants or tax relief
schemes to offset costs.

SIMPLICITY SOLUTION:
With Simplicity, you gain access
to flexible funding options,

ensuring your payeroll

commitments are met while

awaiting client payments.
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TIP 9

STRENGTHEN CLIENT
RELATIONSHIPS

Retaining clients and building strong partnerships are essential for
maintaining stable revenue and increasing margins.

KEY ACTIONS:

e Partner with Clients:
Collaborate on workforce
planning to align hiring needs
with budget constraints.

» Client Retention: Provide
exceptional service to reduce
churn and retain loyal clients.

e Feedback Loops: Regularly
gather feedback to refine your

offerings and stay competitive.

Companies that focus on
relationship-building with
clients have a 60% higher
client retention rate
compared to those that do
not. Client loyalty not only
reduces churn but can lead
to increased referrals and
long-term engagement
opportunities.

\ 01594888518 = sales@simplicityinbusiness.com [ [in]

SOLUTIONS CASE STUDIES RESOURCES ABOUT GET IN TOUCH _

FUNDING
RECRUITMENT
START-UPS

Get Started with Simplicity's Tailored
Funding Solutions

For over two decades, we've supported start-up recruitment
businesses with custom financial solutions designed to help you
manage cash flow, grow, and scale with ease. Whether you're in
the Temp or Perm market, we have the right funding to guide you
on your journey to success. Let Simplicity fuel your growth from
day one.
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In a rapidly changing environment, staying agile is essential. Regularly
monitoring performance and adapting strategies can help you stay ahead.

» Track Metrics: Monitor KPIs like
gross margin, placement fees,
and client acquisition costs.
e Stay Agile: Regularly reassess
and adapt strategies in response
to market trends and regulatory
changes. ;

Our comprehensive solution
reduces the administrative burden,
giving you more time to focus on
monitoring and adapting your
strategies for long-term success.

PERFORMANCE MONITORING

Continuously monitor your financial and operational performance.
Regularly review key metrics such as placement success rates,
profit margins, and client satisfaction. Adapting your strategies

based on real-time data ensures your business remains agile and

ready to pivot when necessary.




CONCLUSION

Increasing margins in the recruitment industry
can indeed present challenges, but it also offers
a unique opportunity for business owners to
adapt and innovate. By embracing these
changes, recruitment businesses can not only
improve their margins but also position
themselves to thrive in the future. This is a time
to seize opportunities, refine strategies, and
ensure long-term success rather than merely
surviving.

Ready to take your business to the next level?
At Simplicity, we understand the complexities and
demands of the recruitment industry. Our
solutions empower you to focus on growth and
profitability. With careful planning and execution,
recruitment business owners can protect margins
and thrive in a more competitive market.

Contact us today to learn how Simplicity can help
your business navigate these changes and support
your growth plans in 2025.

Let's turn challenges into opportunities together!

\ 01594 888518
B sales@simplicityinbusiness.com
O www.simplicityinbusiness.com
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