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Following a period of uncertainty, the UK recruitment sector has now 
stabilised and is well-positioned for future growth. 

The industry is currently attracting strong M&A and investment activity, with key players looking to 
capitalise on a buoyant economy and the sector’s significant market fragmentation.

https://www.geraldedelman.com/
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Recruitment Overview 

A mature but growing industry 

Operators in the recruitment industry typically list 
employment vacancies, refer applicants to jobs, or place 
them in temporary or permanent employment.

The performance of the UK recruitment industry can 
be significantly influenced by changes in the wider 
economy and level of unemployment. As such, the 
industry suffered a challenging year off the back of the 
Covid-19 pandemic in 2020-21.

Despite this there is increasing reason for optimism, 
with firms restarting their hiring practices and UK job 
vacancies hitting record levels in the three months 
to November 2021, causing increased demand for 
recruitment services. 

With this increased market impetus, the industry is 
expected to rebound in the coming year, with revenues 
forecast to grow by 25.4% in 2021-22 to what would be 
record levels. Over the next five years, the industry is 
expected to grow at a CAGR of 5.9%.

Market Structure

Primary Service Offerings

Operators within the industry provide services to both 
employment candidates and employers looking to fill 
vacancies. 

The industry can be broadly split into three different 
service offerings:

1. General recruitment;
2. Executive and managerial recruitment; and 
3. HR strategy and consulting.

The proportion of industry revenues generated from 
each of these main services is as follows:

General Recruitment

Executive and Managerial 
Recruitment

Other

HR Strategy & Consulting

Recruitment Market Segmentation

49.3%

23.4%

19.9%

7.4%
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Major Markets

Recruitment agencies provide their services across a 
range of different industries: 

The IT and technology sector has been an area 
of significant growth for recruitment firms, with 
IT professionals typically being highly educated 
(often with postgraduate degrees) and therefore 
commanding higher salaries and recruitment fees. 
This is expected to continue to drive growth in the 
recruitment industry in the coming years, particularly 
with increased remote working leading to additional 
investment in IT and technology companies.

Competitive Landscape

The recruitment industry exhibits a very low level of 
market concentration, with the top four players (Hays 
plc, Robert Walters plc, PageGroup plc, Impellam Group 
plc) accounting for just 7.2% of industry revenues. This 
is due to a very large number of small firms which 
often serve very specific niches or locations. In 2020, 
87.1% of firms employed fewer than 10 staff members, 
highlighting the number of small players operating in 
the industry.

A degree of consolidation has occurred in the industry 
over the past two years, with the economic fallout of 
Brexit and Covid-19 leaving some smaller firms unable 
to place enough workers to stay profitable. Despite this, 
the fragmentation of the market has remained, and 
this is expected to persist.

The below table highlights the distribution of 
recruitment firms by number of employees in the 
market:

IT and Technology 

Public Sector

Financial Services

Other

Professional and Scientific

Manufacturing

Market Segmentation

24.4%

22.0%

18.7%

16.2%

15.4%

3.3%

Employees

0-4 75.2

Share of total (%)

5-9 11.9

10-19 6.3

20-49 3.4

50-99 1.8

100-249 1.0

250+ 0.4
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Deal Activity

Summary of recent M&A and investment 
activity

M&A activity in the recruitment sector slowed 
significantly in 2020 following the onset of Covid-19, 
however the industry rebounded strongly in 2021. 
The year to September 2021 saw 80 deals completed 
in the UK recruitment space, representing the third-
best performing period in the past decade. This was 
in part due to completion of transactions that were 
delayed as a result of the pandemic. Moreover, the 
last 12 months has seen an increase in the average 
transaction value achieved, with public market (listed) 
transactions achieving average EV/EBITDA multiples of 
c.13x, compared to a historical average of c.9-10x. This 
indicates that market confidence in the sector is high 
and bodes well for owners considering a transaction in 
the near future.

Increased financial investor activity was another key 
driver of deal volume in the year, accounting for 46.3% 
of deals. This is in comparison to a historical average of 
only 28.6%. This is largely due to a build-up of private 
equity ‘dry powder’, with further unspent capital 
expected as the industry gears up to raise even more 
in 2022. Interest from trade buyers also remains strong, 
with the competitive landscape of the recruitment 
sector, being a large number of smaller firms, 
presenting an opportunity for firms to grow through 
acquisition or diversify their current offering into a new 
niche or location. 

The Digital, IT and Tech sub-sector has seen significant 
deal volume in line with the dominance of the sub-
sector’s revenues. Investors are increasingly looking 
to invest in ‘Rec tech’ companies that provide 
technological alternatives to the standard recruitment 
model, such as using artificial intelligence to sort 
potential candidates. A selection of recent UK based 
investments in the recruitment space is as follows:

UK M&A activity is largely dominated by domestic deals, 
with cross-border activity representing only 13.8% of all 
deals in the past year. 

2-Sep-21

26-Feb-21

Caval Recruitment

Outsource UK

Traditional Recruitment

Traditional Recruitment

9.00m

Undisclosed

28-Sep-21

Deal Date

Multiverse Group

Company

Recruitment Tech

Company Type Deal Type

94.40m

Deal Size (£m)

17-Jun-21 Beamery Recruitment Tech 97.58m

Private Equity Growth Capital

Management Buyout

Private Equity Growth Capital

Private Equity Growth Capital
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Outlook

As the UK economy recovers from the impact of 
Covid-19, growth in the recruitment industry is 
expected to be temporarily heightened, particularly in 
2022:

Beyond the recovery attributable to Covid-19, the 
growth in the market is expected to be driven by a 
number of factors:

Graduate recruitment is expected to grow over the 
coming five-year period.

Rising wages as a result of record job vacancies and 
inflation is expected to result in a greater number of 
people looking for work.

Continued growth of the gig economy.

Despite these positive pressures on the recruitment 
industry, the rapidly changing market landscape has 
created some threats to the industry that may become 
more prevalent over the next five years:

The increased use of substitute services, such as 
LinkedIn, could put pressure on revenue growth. 

The loss of passporting rights for UK financial service 
firms following Brexit could have an adverse effect on 
demand for recruitment services.

Overall, successful and innovative recruitment firms 
will remain attractive to investors, and M&A activity in 
the sector is expected to remain strong with further 
consolidation of the industry expected in the coming 
years.
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Industry Outlook: 2022-2027
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