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The true picture of the changing 
recruitment market: has the 
impact of the recession been 
overstated?
The significant contraction of the recruitment 
market – down by 17% since 2008 to a turnover of 
£22.5bn, according to the REC, has been the subject 
of much debate.  The obvious, and indeed easy 
explanation is the direct impact this last recession 
has had on recruitment across the economy. But is it 
the entire picture?

In this second edition of the PPH Small Business Review 
we take a more in-depth look at the Recruitment space 
to answer that question, collating data from a variety of 
sources not least of which is our own survey conducted amongst our 45,012 small 
business users from which we got 530 individual responses. What we’ve found in 
short, are the following. 

First, the small business sector – employer of 58% of the UK private workforce - has 
in fact not been affected that much by the recession with only 1 in 4 of respondents 
reporting that the recession had a drastic impact on them.

Second, even amongst the businesses that are expanding, 81% are reluctant 
to employ more staff resorting instead to shorter-term hiring and outsourcing 
to freelancers.  An estimated £44 billion is now spent by small businesses on 
freelancers versus permanent staff in the UK.

Third, a large part of the contraction is accounted for by the continued growth 
of online channels relentlessly increasing their market share at the expense of 
traditional media and recruitment agencies.  In 2009 ‘eRecruitment’ fees reached 
£1.2 billion - up 72% since 2007 and now amounting for a 15% market share in 
terms of fees.

Whilst no one doubts that the recession has impacted the market with 
unemployment rising by a whopping 43% since 2007, these findings suggest that the 
impact is overstated. More fundamentally, there seem to be longer-term drivers at 
play, which were in the brewing before the onset of the recession. In that respect 
the recession has acted as a catalyst, accelerating these trends and changing small 
business practices. 

The emergence of ‘virtual working’ – using the web to operate with little or no physical 
interaction, as we know it - is at the cornerstone of these practices. On the 15th of 
November the Professional Contractors Group (PCG) held a National Freelancers’ 
day showcasing business leaders who’ve transformed their businesses by adopting 
such working practices. And more recently, the Chancellor of the Exchequer in his 
latest pre-budget report announced plans to introduce ‘virtual courtrooms’ that will 
save the UK taxpayer an estimated £360m in the next fiscal year. 

Most of the evidence you’ll see in this report will demonstrate that ‘virtual working’ 
is here to stay.  The small businesses of the future will, in their majority, be virtual 
businesses – leaner, more efficient, with less bureaucracy, transcending geographic 
boundaries and leveraging the web to operating in a global arena. These changes 
have yet to be acknowledged by the incumbents of the recruitment industry. Only if 
they do can the industry as we know it survive. 

METHODOLOGY

This report is the second 
issue of the ‘PPH Small 
Business Review’ that 
looks at how the Internet 
is radically transforming 
working practices 
especially in the small 
business environment.  

The report is based on 
data collected from 
45,012 small business 
users on PeoplePerHour.
com (as at the time of 
writing) of which 530 
completed an in-depth 
online survey. On 
average, the businesses 
covered have an average 
annual turnover of 
£233,000 and 82% 
are micro-businesses 
employing less than 10 
people. 24% are based 
in London and the 
rest across the UK as 
shown by the map in our 
Appendix at the end of 
this report.  

The businesses surveyed 
operate across 17 
industry sectors, with the
Top 6 being IT (14%), 
Marketing & Advertising, 
Internet, Consumer 
Goods, Media, and 
Retail (see Appendix for 
detailed breakdown).  Xenios Thrasyvoulou, CEO, PeoplePerHour.com
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The rise of flexible working: Full-time employment 
replaced by temping and freelancing
UK Recruitment Sector

Since 2008, the UK recruitment industry shrunk 17% to 
£22.5 billion. Permanent placements was the hardest-hit 
sub-sector of the recruitment industry. Whilst revenues 
within the temporary recruitment market also fell, the 
temp sector gained 5% market share reflecting the 
UK’s growing demand for flexible working.

Freelancing: the winner of the recession

Freelancing has emerged as the clear “winner” 
compared to both permanent and temporary agency 
earnings. In addition to being the only market with a 
positive earnings’ growth (14%), freelance earnings’ 
growth is accelerating.

UK-based freelancers* 
earned an estimated 
£44 billion in 2009  

- almost twice the size 
of the UK recruitment 

industry turnover.
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PPH Small Business Survey Findings

71% of survey respondents cite flexibility and cost-
saving as equally important reasons for using 
freelancers in place of full-time staff.

65% are now saving more than 10% of staff costs 
through use of freelancers.

 Emily Cagle 
Founder of Emily Cagle 
Communications

Founded in 2008 in Lincoln, 
Emily Cagle Communications Ltd specialises in 
copywriting and public relations. 

Emily Cagle Communications Ltd has only one 
full-time employee but relies on freelancers on 
a daily basis to cover 60% of the administrative 
work within the business, and 10-20% of the 
creative workload.

Emily reports how freelancers have been “vital 
to the business as it grows through its start-up 
phase”. 

“I only spend £4,000-£6,000 a year on 
administration services at present, whereas a 
full-time person of the same calibre would cost 
at least £16,000 - £18,000, meaning I am saving 
67-78% of my staff costs.”

What is driving this change? 

Staff costs too high for small businesses:
Almost a third spend >40% of turnover

The average spend by small businesses on staff (full-
time, part-time and freelance), is 31% of their annual 
turnover, corresponding to £72,200. 

Staff costs largely reduced through use 
of freelancers 
   
Small business save an average of 23% of their total 
staff costs by using freelancers. This amounts to typical 
savings of £17,000 a year for each business.

“Above-inflation pay rises returning to 
the private sector” – says CIPD

Figures revealed by the CIPD (Chartered 
Institute of Personnel & Development) 

show that private sector pay rises are to 
be induced. Of those firms planning pay 
increases, more than one in four will be 

awarding pay rises of between 3% and 4%.
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Freelancing: not a ‘fad’ but a long-term trend that 
will outlast the recession
Responses from the PeoplePerHour.com Small Business 
survey indicate that the shift to using freelancers in 
place of full-time staff is not just temporary.

33% said that the most lasting benefit to their business 
of the recession is learning how to harness technology 
and the web to discipline themselves and cut costs.

91% of small business respondents report that the 
quality of work done by freelancers is as good or better 
than full-time staff.

69% definitely plan to continue using freelancers in the 
next year.

Small Businesses expected to increase 
amount of outsourced work

More and more businesses are now using freelancers as 
a way of cutting costs and becoming more efficient. The 
average percentage workload for which businesses are 
using freelancers is 23% and is expected to approach 
30% within the next year.

Haley Hill 
Owner of Elect Club

Hayley Hill’s £300,000 - turnover 
exclusive dating agency is 100% 
dependent on freelancers. She 
began using freelancers for her 

business two years ago and is currently saving 
100% of her full-time staff costs. Hayley cites 
“cutting staff costs, flexibility and expert skills” 
as her reasons for using freelancers instead of 
full-time employees.

Hayley now plans to franchise her business in the 
UK, Europe and the US.
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A booming market: 28% growth since 2007, number 
of UK freelancers expected to reach 4.8m by 2011
As the demand for flexible working increases, and as 
full-time jobs become harder to find, more and more 
people turn to freelancing. There are now 4.3 million 
freelancers in the U.K, an increase of 28% since 2007. 

An estimated 2.4 million (56%) began freelancing within 
the last two years.

36% of survey respondents cited wanting to be their 
own boss/doing what they loved as their main reason for 
turning to freelancing.

67% cite technology/faster Internet access as the main 
factor enabling their transition.

90% admit a better work/life balance from freelancing.

The average freelancer saves 8.6 hours per week on 
commuting. 60% of respondents spend these saved 
hours for both extra work and extra leisure.

Distribution of freelancers in the UK

Scotland
5%

North East
5%

Yorkshire & Humber
7%

East England
12%

East Midlands
5%

London
22%

South East
4%

North West
12%

West Midlands
7%

Wales
4%

South West
12%

Amanda Thomas 
Freelance writer

“I have been a published 
writer of fiction for many 

years, and about a year ago it occurred to me 
that I might be able to offer my writing talents to 
a broader audience so that we could afford some 
nice holidays abroad.  So with a fully equipped 
home office, a long suffering husband and dog 
missing his walkies I started to bid on projects 
with PeoplePerHour.com”.

“Now, I would never consider going back into full 
time or even part time employment.  I have proved 
to myself that the work is out there, recession 
or not, as long as you are prepared to be flexible 
and realistic in the work that you undertake.  The 
chance to work from home and to pick your hours 
of work is great.  If it is a lovely sunny day, I can 
sit outside and enjoy the weather, then work in 
the evening. And those overseas holidays? I’ve 
been too busy to take one yet!”
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eRecruitment takes the lead: 
more jobs now placed through online media
Job placements through job sites (including job boards 
and classifieds) have surpassed those through agencies  
in 2008. Whilst this is partly due to the decline of agency 
business during the recession,  the rapid growth in 
market share of jobs sites will mean that by 2011 more 
jobs will be placed through them than through agencies 
even compared to agency pre-recession boom years. 

2007 2008 2009 2010 2011
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eRecruitment placements surpassing 
traditional print and agency

Yearly placements for 2009 are estimated to have 
been greater through online channels in comparison 
to both agencies and traditional offline print media 
like newspapers. PeoplePerHour.com estimates this 
difference to accelerate as the recruitment market 
recovers.
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How online media are transforming the Jobs space

Expanding the space to the matching of 
‘micro-jobs’

The majority of freelance jobs are valued between £250 
and £400 in contrast to the traditional agency temp 
contracts that average £12,800.  These ‘micro-jobs’, 
many of which lead to follow-on business and amount to 
a total of £44 billion in freelancer earnings, are simply 
uneconomical for the traditional ‘agent’ or advertising-
based business models to match. The growth of the 
Internet has been instrumental in addressing this space, 
allowing a new breed of jobs sites like PeoplePerHour.
com to arise and enable the matching in an efficient, 
economical and scalable way. 

eRecruitment constantly gaining market 
share: online Ad spend grows by 72% 
since 2007

The rise in freelancing has in its turn fuelled the growth 
of the online recruitment channel. Online Recruitment 
advertising spend is estimated to have approached £1.2 
billion in 2009, with more than 30% of this spent on 
classified and job-boards. PeoplePerHour.com estimates 
this spend to exceed £1.6 billion in 2011.

Recruitment spend by channel (£m)
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The chart below shows how market share is changing. 
Online recruitment Ad spend is predicted to exceed 16%  
market share by 2011.
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Appendix: methodology and data
The PPH Small Business Review takes an in-depth look into the UK’s small business sector - the backbone of the UK’s 
economy. The data is compiled from PeoplePerHour.com’s 45,012 registered users (as at the time of writing). The 
data also includes direct response to an online survey taken by 530 of our top users. The below are details on those 
small businesses.

Summary data on survey respondents
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Appendix: methodology and data
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Appendix

Abbreviations

REC: Recruitment and Employment Confederation
iab: Internet Advertising Bureau
PAYE: Pay As You Earn

Notes to Page 2

% Growth in earnings
a) Temp & Permanent: figures from “Industry 
Recruitment Trends 2008/9”, REC
b) Freelance: assuming 65% utilization rate, £10.7 
average per hour rate and 10%, 12%, 14% growth 
on number of freelancers for 2007,2008 and 2009 
respectively.

Freelance defined
Narrow & Broad definitions: as according to Kingston 
University, “Defining and estimating the size of the UK 
freelance workforce”, Oct 2008
Narrow definition:
• Excludes people under the PAYE scheme therefore 

excludes those working under umbrella companies. 
• Includes only highly skilled sectors as defined in 

SOC 1 – 3 (i.e. excludes admin, sales, customer 
support functions) 

• Must have more than 1 client 
• Clients must be organizational not personal
• Contracts must have a set duration 
• Freelance must be their full time occupation 
Broad definition:
• Includes people working under PAYE umbrella 

schemes 
• Includes all skills sectors 
• Those with 1 client included
• Clients can be organizational or personal 
• Contracts can be of any duration 
• Freelance can be their part-time occupation

Notes to Page 5

Map:
Based on sampled data from PeoplePerHour.com’s 
36,800 registered freelancers

Notes to Page 6

Agency job placements (temporary & permanent): 
calculated from turnover per placement and total 
turnover figures obtained from “Industry Recruitment 
Trends 2008/9”, REC 

Offline Ads (print) job placements calculated from: 
a) Total Print Ad Spend - from “UK Advertising Outlook, 
Dec 2008”, Enders Analysis
b) PeoplePerHour.com’s assumptions of £100 spend per 
ad, and 10 ads per placement

Online (Classifieds & Job-boards) job placements 
calculated from:
a) Online (Classifieds & Job-boards) Recruitment Ad 
spend – from “UK Advertising Outlook, Dec 2008”, 
Enders Analysis and “H1 2008 UK online adspend 
study”, iab.
b) PeoplePerHour.com’s assumptions of £20 spend per 
Ad and 10 ads per placement.

Notes to Page 7

Online Recruitment Ad Spend calculated from:
a) Online (search, display, classifieds, job-boards) Ad 
spend – Enders
b) Recruitment market share - iab

Agency Recruitment turnover: from REC

Offline (print) Recruitment Ad spend calculated from:
a) Total Print Ad spend – Enders
b) PeoplePerHour.com’s assumption that recruitment 
market share is the same in online (obtained from iab) 
as offline

Note: In forecasts, PeoplePerHour.com has assumed 
a modest 5% growth in recruitment market share of 
Online Ad Spend



For further information
about this report and its
findings please contact:

Xenios Thrasyvoulou on
020 7835 5953

To download a PDF copy
of the report please visit
www.peopleperhour.com/press

Please send any comments
or feedback to
pr@peopleperhour.com


