
Helping you prosper

Recruitment Business  
Start-up Guide
Everything you need to know to help 
your recruitment business prosper



Congratulations, you’ve decided to take the leap and start a new business! Your 
passion for recruitment is going to be the driver for your future success: remember 
the biggest recruitment firms began as micro-SMEs! 

The first few years can be challenging, but by guiding and focusing your enthusiasm 
for the sector you can ensure that your business won’t be a statistic and succeed in 
the first three years. There’s no one place to start, and this cannot be exhaustive, 
but our guide aims to give you the pointers to not just survive, but to thrive. 

Marie Pegram ACA,
Partner and Recruitment Specialist 
Recruitment Accountants, a division 
of UHY Hacker Young

0845 606 9632

m.pegram@uhy-uk.com
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1. REGISTER YOUR COMPANY NAME WITH COMPANIES HOUSE

As part of this process you will need to consider the share structure 
of the company and the company’s registered office address. It’s 
important that the share structure is considered at the outset as any 
changes further down the line may have tax implications.

As an alternative to using your home address as the company’s 
registered office, some businesses pay for registered office facilities, 
this can be done through your accountant. 

2. SET UP A BUSINESS BANK ACCOUNT

Choosing the right banking partner can be difficult, especially 
with the range of options available. To make the decision there are 
various matters we recommend you consider such as fees, mobile 
access, accounting system integration, length of time it takes to 
open the account and relationship contact. Please note, you cannot 
open a business bank account without a certificate of incorporation. 

3. REGISTER FOR BUSINESS TAXES 

If you are planning on drawing a salary or becoming an employer 
then you will need to register for PAYE. 

As a start-up recruitment business you are not required to register 
for VAT until your taxable turnover exceeds £85,000. However 
you may wish to voluntarily register to reclaim the VAT paid on 
purchases and also to be perceived as a larger company to your 
new clients. Please note, you cannot register for VAT until you have 
a business bank account. 

4. REGISTER WEBSITE DOMAIN 

Online presence is imperative to succeed in today’s market. Ensure 
you secure the domain name you want as soon as you can. You 
may also wish to check if there are any domain name variations that 
you should purchase to protect your online brand identity. 

5. ARRANGE BUSINESS INSURANCE

Employers’ liability cover is a legal requirement for most businesses 
with staff, public liability insurance is important if you’re in contact 
with members of the public, and professional indemnity insurance 
is useful if your business offers advice. You may wish to go beyond 
the standard insurance requirements and consider areas such as key 
man insurance and private medical, especially if you are transitioning 
from being an employee to running your own business. 

6. ENSURE YOUR LEGAL & HR COMPLIANCE IS IN PLACE

Terms of business, contracts for temporary workers or contractors, 
employment contracts, staff handbook etc all need to be in place 
before making placements and employing staff. Professional 
recruitment trade bodies, such as APSCo and REC, are an excellent 
port of call as they provide members with free standard templates. 

7. ORGANISE FINANCE

As a recruitment start up you will require some finance to get the 
business off the ground. Some new business owners rely on their 
own savings to get through this initial phase whereas others may 
have engaged with an external investor. 

For a contract recruitment business, you may have to wait up to 60 
days before receiving payment from your client yet you’ve already 
paid the contractor. There are finance products that can help bridge 
this cash flow gap. See page 3 for more details. 

8. CREATE A WEBSITE

Creating a website can be a very expensive process. However, there 
are quick “out-of-the-box” solutions available. Your company 
website and LinkedIn are probably the first port of calls for new 
clients and candidates therefore creating an online identity as quick 
as possible is imperative. You can perfect this at a later stage when 
you have more time and a bigger budget. 

9. BUILD YOUR BACK OFFICE SYSTEM FROM THE START

Many recruitment start-ups cut corners at this stage and are 
reluctant to invest in an accounting system, online timesheet system 
and CRM system. Yet a few months into the business journey you 
will most likely find yourself spending more time on admin than 
winning new business if you do not take the leap at the start. See 
page 6 for more details.

10. OFFICE SPACE

Another investment that is not considered absolutely necessary is 
renting office space however working from home can be tough 
going. Shared office space is becoming extremely popular and 
can be cost effective. Having a defined working space will help 
maintain motivation and there may also be opportunities to win 
new business. 

Many start-ups will avoid immediately spending on advice from an 
accountant, yet gaining additional experience and support could 
save you money. Failing to register for certain taxes, having the 
correct company structure in place, understanding how to draw 
money from the business or making the most of tax thresholds or 
deductibles will cost you more in the long run. 

Having a proactive start will ensure that you not only take the 
right first steps but also will build a relationship that can become 
a partnership. If you’re willing, your advisors can act as guides to 
take you through these initial first steps and ensure you’re not 
alone whilst tackling the hurdles of running your own business. 
We’d recommend the same approach to legal compliance too: 
finding someone who understands your business will ensure you 
are compliant from the offset.

Efficient cash-flow is vital if you are to succeed, no matter the age 
of your recruitment company. Understanding the cycle, where 
your shortfalls are (or are likely to be) and whether you’ll need to 
obtain finance to cover them, will ensure you can overcome these 
cashflow hurdles. 

It will be tempting to spend when you receive your first few 
placement fees but be careful not to get too excited. Some of the 
payment received maybe for VAT which will need to be paid to 
HMRC on a quarterly basis. Allocation will help with this process 
through prioritising your important suppliers and upcoming tax 
liabilities. Don’t spend before it’s accounted for. 

To begin with, depending on your business model, there can be 
a gap between paying temporary staff or contractors and getting 
paid by the client. There are finance options available to help bridge 
this gap with most recruitment companies choosing an invoice 
discounting or factoring product. 

To clarify invoice finance is when a finance company provides an 
advance of (typically) 80 to 90% of the value of a sales invoice in 
exchange for a fee. The difference between invoice discounting and 
invoice factoring is with factoring the finance company owns the 
sales ledger and will collect the debts. Whereas invoice discounting 
the recruitment business retains control over the administration of 
the sales ledger. 

There are also finance options available that manage the back-
office process as well as providing the funding. Solutions such 
as Sonovate and Quba are far easier to work with at the start of 
the business journey as they take the admin headache away of 
managing timesheets and dealing with contractors. 

Consider the finance options available carefully: you don’t have 
to accept the first offer you receive. Be aware of the provider’s 
flexibility, their charges, online access and the availability limits.

The practical first steps when setting up a recruitment company are more than likely the least exciting aspect of 
owning your own business, but it’s important to get this right from the beginning. So below we have listed the 
first 10 steps to help get you up and running: 
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As anyone setting up their own agency will already know, the 
recruitment sector is highly competitive and how you differentiate 
yourself will set you apart from competition in a crowded market. 
Part of your business plan will need to include what your unique 
selling point (USP) is. This could be price, specialist expertise, or 
even your ethos and what that will bring to clients and candidates 
alike. 

The first step in understanding your USP is to see exactly how 
unique your proposition is. Check out your competition – the best 
method for this is competitive analysis. It’s important to see, and 
react to, someone who is already doing what you plan to, as you 
may want to rethink until you have your differentiator. 

Once you have your differentiator, it will become a crucial building 
block in your business plan, and will provide you with the whole 
basis of your marketing strategy. You’ll want the right message to 
be shared from the start, so understanding where you’re coming 
from and what you’re providing that is different to everyone else 
will be vital. Your marketing plan can then move forward with 

both lead generation and brand development as a dual focus: your 
business won’t grow without one or the other. 

It’s easy to get caught up in the day-to-day business running, 
without spending time on how your brand is developing, and 
equally you can waste precious time on marketing tactics without 
any clear focus. To start with, keep things simple but targeted. By 
understanding your target audience, whether candidates or end-
clients, you’ll know what platforms to focus on rather than going 
with a scatter-gun approach. The most important first step is to 
establish an online presence with your website: make this initial 
port of call easy to navigate with the right message and image for 
your company.

Starting any business, especially a recruitment agency, needs a 
plan of what kind of business you want to be, where you want 
to go, and how you’re going to get there. Most future business 
owners start with a budget, showing the financial targets for the 
first few years of trading and the expected overheads. This is quite 
often referred to as ‘the business plan’ yet only covers the financial 
elements of the business. 

This is not to say a budget is not useful providing it’s realistic. A 
budget can help control overheads and keep you focussed on what 
you need to achieve financially to meet your overall goals. It’s so 
important to be realistic, however quite often new business owners 
are excited and ready to conquer the industry, add a little bit of 
naivety to this mix of emotions and before you know it you have 
expectations to achieve £1m turnover and 10 staff within the first 
year. 

It’s great to have confidence in what you can do, but it will take 
time to build up your client base, and setting unachievable goals 
will only demotivate you. When you start to prepare financial 
targets, ensure your budgets reflect a balance between the best-
case scenario and the worst.

Alongside budgeting, it’s vital to understand your pricing structure 
and what your margins will be. This can be tricky if you employ 
temporary workers as there are additional costs such as holiday 
pay, pension and employer’s National Insurance that are not easy to 
identify. Check out our website, www.recruitmentaccountants.com 
for a free margin calculator that can help you with this. 

A business plan does not need to be super sophisticated. Providing 
you have covered the basics, this will get you on the right track to 
building a successful business. No doubt you will revisit this plan as 
your business evolves. So without going into too much detail the 
basics to be considered in a business plan are as follows:

• BUSINESS OVERVIEW: Purpose of the business, target 
market, sector, company mission and objectives 

• MARKET ANALYSIS: Consider the economic and political 
landscape of the market.   

• CLIENT AND CANDIDATE ANALYSIS: Ideal client and 
candidate profiles.  

• COMPETITIVE ANALYSIS  

• MARKETING PLAN: Products and services, pricing, 
distribution channels and market position 

• OPERATIONS PLAN: Product and service delivery 

• MANAGEMENT TEAM 

• COMPANY STRUCTURE  

This is by no means an exhaustive list but it covers the basics and 
provides some structure on how to write a business plan. If you 
would like further guidance on putting together a business plan 
please get in touch. 

Find your USP and tell everyone about it

“To start with, keep 
things simple but 
targeted.”

Find your USP and tell everyone about it
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Technological advances are fast paced and starting on the back-
foot won’t lead to success. Understanding the data behind your 
business decisions is key and the best place to start with your 
technology investments. It is so important to set these up from the 
beginning. Yes, it’s an initial outlay, but if you don’t invest at the 
start then you will quickly become a slave to manual admin tasks, 
which will detract you from billing.  

There are a number of cloud-based solutions; we recommend Xero 
Accounting Software which has the features needed for you to save 
money and ensure accuracy when completing bookkeeping tasks 
from the simple sales invoices to more complex VAT returns. More 
than that, it’ll give you access to all the information you need to 
track what is owed, what is outstanding, how you are performing 
as a whole, and the forecasts needed to choose the right next steps 
as you grow.

There are also solutions that can integrate with Xero, like customer 
relationship management (CRM) systems– Bullhorn for example 
– payroll and online timesheet systems – Evertime for example- 
expense management and cashflow forecasting etc, which will 
enable you to automate your back-office process and access 
business performance data in real-time. 

0706 Set-up your solutions from the start

Remember you don’t have to do everything

When you first start out, especially with limited cash flow, it’s 
normal for you to tackle everything from accounts and admin, to 
marketing and contract management. It’s very easy to get involved 
and control every aspect of your business, however it eventually 
becomes overwhelming and impossible to manage as your business 
grows.

One thing we often see is the mis-match between what the business 
owner feels capable of doing, and the outcome of their efforts. 
When they were employed by a recruitment company, they may 
have run a desk of £200-300,000 and that’s an incentive to start up 
on their own. What gets forgotten is that up to 40% of their time 
will be eaten up by purely running the company, and suddenly the 
profit they dreamed of drops. Accepting, or even more importantly, 
asking for, help and support will mean that you can make the most 
of the reasons why you wanted to get into recruitment in the first 
place. 

Start by taking a step back and looking at what you bring to the 
table first. What are your strengths? If a task isn’t covered by what 
you’re good at, then let an expert take the reigns to ensure your 
time isn’t misspent. If you’re focused on winning new business and 
growing the company, then the cost of outsourcing can be covered. 
This is particularly important when it comes to setting-up processes 
that respond to or rely on legislation. 

We mentioned at the beginning that an initial investment will 
ensure that you’re doing everything ‘by the book’ from the outset 
and will enable you to give sound information to your clients and 
candidates. But the biggest form of return on investment will be 
what that support can bring you. 

Our advice, always, is to surround yourself with experts. With that 
in mind, we recommend joining APSCo, for their membership and 
all that can offer, to their lists of the best professionals to work 
with. From accountants and lawyers that understand your business, 
to mentors and peers who have been where you are and can help 
you get to where you’re going. Working with the right business 
partners will give you the peace of mind whilst you focus on what 
you do best.

Remember you don’t have to do everything
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The UHY Hacker Young Recruitment team are specialist accountants who offer recruitment 
and employment businesses dedicated expertise in accounting, finance, taxation and business 
growth. 

From start-ups to multi-million-pound corporates, we’ve gained many years’ experience serving 
clients in the sector, and have access to a range of bespoke software, solutions and business 
strategies to help the next generation of recruitment leaders make the most of their businesses.

Of course, we also keep tabs on what’s happening in the wider economy, so if something comes 
up that could affect your business, our proactive approach means we’ll know about it first and 
have a plan in place ready to deal with it.

You can talk to us, whenever you’re ready, to see how we can work with you. 

Our Expertise

Our specialist accounting, tax and business advisors 
can help find solutions to your business challenges.
 
Our services include

• Back-Office Services
• Audit, Accounts and Tax
• Business and Tax Advisory
• Corporate Finance
• Mergers & Acquisitions
• Employee Incentive Schemes

Helping you prosper

Dedicated accounting 
expertise for 
recruitment businesses

Contact us

Email: info@recruitmentaccountants.com
 
Telephone: +44 845 606 9632

Follow us on Twitter  
@UHY4Recruitment

Connect with us: 
www.linkedin.com/company/ 
recruitment-accountants

For all our latest news and insights,  
visit our website at:
www.recruitmentaccountants.com

Add us: 
www.facebook.com/uhyeast
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UHY Hacker Young Associates is a UK company which is the organising body of 
the UHY Hacker Young Group, a group of independent UK accounting and
consultancy firms. Any services described he ein are provided by the member firms 
and not by UHY Hacker oung Associates Limited. Each of the member firms is a
separate and independent firm, a list of which is available on our website. Neither 
UHY Hacker oung Associates Limited nor any of its member firms has any liability
for services provided by other members.

UHY Hacker Young (the “Firm”) is a member of Urbach Hacker Young 
International Limited, a UK company, and forms part of the international UHY 
network of legally independent accounting and consulting firms. UHY is the 
brand name for the UHY inte national network. The services described herein are 
provided by the Firm and not by UHY or any other member firm of UH. 
Neither UHY nor any member of UHY has any liability for services provided by 
other members.

This publication is intended for general 
guidance only. No responsibility is accepted 
for loss occasioned to any person acting or 
refraining from actions as a result of any 
material in this publication.

© UHY Hacker Young 2019
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E: info@recruitmentaccountants.com    
www.recruitmentaccountants.com
 
UHY Hacker Young Recruitment Accountants. PO Box 501, 
The Nexus Building, Broadway, Letchworth Garden City, 
Herts SG6 9BL

Registered to carry out audit work in the UK and Ireland and 
regulated for a range of investment business activities by the 
Institute of Chartered Accountants in England and Wales. Details 
about our audit registration can be viewed at www.auditregister.
org.uk under reference number C003725121
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