
HOW DOES 
YOUR 
RECRUITMENT  
AGENCY 
STACK UP?

7 key articles reveal the latest 
recruitment metrics - and what 
the findings mean for you.



There’s no doubt  
the recruitment  
industry is a fast and 
dynamic world where 
trends are constantly 
changing and best 
practice continues  
to evolve. 

To help Australian recruitment 
agencies better understand 
business performance in 
2017, this eBook presents the 
metrics that matter most to 
industry professionals.

Recruitment finance experts, APositive, and digital 

Metrics, have collaborated to provide this insight 
into the latest benchmarks in:

 - Profitability

 - Productivity

 - Team size

 - Operational costs

 - Business priorities

 - Expenses

 - Temp versus permanent placeme

If you want to understand more about how your 
recruitment agency is tracking and where you can 
grow – this eBook is for you.
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1
Size matters  

 
& recruitment 
agencies

Find out if your  
agency stacks up.
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Here’s why team size 

agencies in Australia

Find out how your agency  
stacks up in terms of team  
size and profitability

agencies increase beyond a team of 20, new data 
announced by SIM and APositive shows.

The 2016 industry insights, are based on an analysis of 111 

Nigel Harse, SIM director, says the figures confirm historical 
findings that lower productivity and increased costs are 
linked to agencies with team sizes of 21 to 40 people.

agencies of this size continue 
to face significant challenges 
managing day-to-day activities 
while keeping a firm grip on 
business costs. 

Everything scales up when a 
team grows beyond 20 people 
with improved infrastructure, 
more space required, additional 
equipment, higher usage cost for 
everything and longer debtor days.

Increased exposure to higher 

team productivity is another of 
the many reoccurring challenges. 

The blind spot is that sales and 
business development activities 
have not been scaled up to the 
same degree.

Profitability is the measure of a 
successful recruitment agency, 
and getting the balance right 
between income and expenses  
is essential.”- NIGEL

0

$20

$40

$60

$80

$100

$120

TEAM OF 11 - 20 TEAM OF 21 - 30 TEAM OF 31 - 40 TEAM OF 41 - 50 TEAM OF 50+TEAM OF 1 - 10

SIM REPORT | FY16 INSIGHTS INTO PROFIT PER PERSON BY TEAM SIZE

T
H

O
U

S
A

N
D

Mean

90th Percentile

4



2
 

a devastating 

profitability – 
that’s a fact

recruiting agencies 
can avoid the fall out 
of losing up to one 
employee a month.
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impacts your 
profitability

of between 21 to 40 
employees are replacing 
almost half of their team 
every year.

That’s a rate of one new employee a month, data 

Losing any team member can have a significant 
financial impact on lost time and productivity. 
What’s more, the loss is felt a lot harder and faster 
when a good performing consultant walks.

Before this happens to you, stop to consider the  
immediate and short-term financial hits your 
business can be exposed to. 

 

You will be up for payment of 
any outstanding entitlements 
to the departing employee 
– your cashflow can take a 
particularly big hit from Long 
Service Leave pay-outs.

It’s no secret that good 
recruiters are hard to find, 
so you’ll most likely need to 
pay a professional Rec2Rec 
to sort through your shortlist 
of candidates to refill the 
position.

Decision makers and other 
team members often take on 
additional work to plug the 
gap before a newbie starts. 

This means they often 
lose pace and shift focus 
from their own tasks while 
supporting the induction, 
training and settling in period 
for each new team member.
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2015-2016 PROFITABILITY FINDINGS

This graph shows smaller firms with 20 team members 
or less recorded good growth in sales per person in 2016, 
averaging 15 to 20 percent growth. The top 10 percent 
achieved 40 percent or more.

However, the vast majority of firms with a headcount  
of 21 to 40 recorded a decline.

The result can be lower 
productivity across the entire 

be deflating for the existing team 
members, who have their own 
goals and budgets to meet. 

In fact, it’s often the reason for a 

impact often witnessed as an incremental erosion to the 
bottom line over many months.
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HOW TO AVOID HIGH STAFF CHURN LEVELS

To stop the churn and bring positive change, firms caught 
in this revolving door need to face reality and understand 
what’s not working in the three key areas of their internal 
processes.
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way until you hit 40 or more employees. Team sizes of 
one to 10 are the most stable, while teams of 21 to 40 
are by far the least stable.

1. Recruitment – Why join your 
team? Are you walking the talk?

2. Training – How do you build 
and manage careers?

3. Retention – What’s keeping 
your team engaged and what’s 
not?

One way to help understand these key factors is to issue 

recruiting until you stabilise your team.
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3
What small  
and medium  
size recruitment  
firms should  
know about 
operational  
costs.

See the latest industry 
trends on what you 
should be measuring, 
plus three areas where 
your agency can save.
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These are the 
operational costs 
small and medium size 
recruitment agencies 
should care about first.

When it comes to expenditure 
for small and medium size 
recruitment firms, some 
interesting trends have  
recently emerged.

of one to 10 and 11 to 20 must keep a closer eye on 
operational costs.

Just 10 percent of recruitment firms in Australia 
of these sizes are sustaining operational expenses 
below 65 percent of their net fee – or gross profit.

To maintain a sustainable business, keeping a watch 

doing this by viewing operational expenses as a 
percentage of your gross profit.

5 YEAR OPERATIONAL COSTS FOR STAFFING 
FIRM WITH A TEAM SIZE UP TO 10

75%-80% 
of gross profit is average

63%-68% 
of gross profit is where the  

sit

53%-58% 
of gross profit is where the  

sit

FIRSTLY, WHAT ARE  
OPERATIONAL EXPENSES?

expenses into five key groups:

1. Variable expenses 
 

reasonable notice

2. Marketing expenses 
Relates to candidate and client acquisition

3. Occupancy expenses 
Relates to rent and utilities

4.  
All remuneration, recruitment and training cost

5. Corporate expenses  
Insurance, legal, IT

Knowing what industry best practice 
looks like should help guide you to 
making better decisions about how 
much you spend.

To help see how your recruitment firm stacks up, we 

most common recruitment firm sizes in Australia. Here’s 
what the data shows over the past five years:

 
5 YEAR OPERATIONAL COSTS OF STAFFING  

FIRM WITH A TEAM SIZE OF 11 TO 20

80%-85% 
of the gross profit is Average

68%-73%
 of the gross profit is where the  

 sit

58%-63% 
of the gross profit is where the  

sit
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WHAT HAPPENS IF YOU DON’T KEEP YOUR  
COSTS IN CHECK?

It’s no secret that cost is a major 
concern for a growing company, 
and in the world of recruitment 
the cost is often in place well 
before your sales start to rise.
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TOP 3 AREAS WHERE YOU CAN SAVE

areas where recruitment firms can tighten their 
purse strings, regardless of team size:

One of the reasons for growing a recruitment firm is to 
find economies of scale, so that operational business 
expense be dispersed over more sales and gross profit 
while profit increases. 

However, according to SIM data, this rarely happens.  

as they grow.

What’s more, poor expenditure habits which may be 
inherent in your business place greater pressure on  
your cash flow. And, without cash flow you can’t grow 
your business.

1. Marketing  
You should spend less than 4%  
of your gross profit/net fee

3. Occupancy  
You should spend less than 6%  
of your gross profit/net fee

 
You should spend less than 50% 
of your gross profit/net fee
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4
New data 
reveals the REAL 
growth of temp 
and contract 
placements in 
recruitment

Why large and small 
Australian recruitment 
firms should be more 
flexible.
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What you ought to 
know about the growth 
of temp and contract 
placements in the 
Australian recruitment 
industry.

It’s no secret that the temp and 
contracting market is growing 
– but did you know, it’s growing 
almost three times faster than 
permanent sales, regardless of 
firm size?

New SIM data shared with APositive, shows just over  
half (55 percent) of 119 Australian recruitment firms 
surveyed have recorded growth in permanent sales.
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LARGE FIRMS ARE ALSO FIRING

While large firms are still growing permanent sales, it’s 
been sluggish in the past 12 months to March 2017 and, for 
many, growth levels are just keeping up with inflation rates.

However, during the same period of time, larger firms – 
especially those with teams between 21 and 30 – have 
experienced significantly higher growth in flexi workforce 
sales. The only downside is; it’s coming at a cost of 
heavily reduced margins.

So why are the larger teams growing faster? The data 
suggests that many of the smaller firms appear to be 
either walking away from, or are being out priced on,  
the lower margin higher volume work and this is  
reflected in the strength of their percentage margins  
and negligible erosion.

GOOD NEWS FOR SMALL TEAMS

The data reveals smaller, nimbler teams of one to 10 are 
growing permanent placements at a much faster rate than 
all other team sizes in Australia.

What’s more, smaller companies that are doing well tend 

all, when you lose a consultant, the permanent billing stops 

The above chart shows the change in permanent sales 
from March 2016 until March 2017.
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NEW TEMP AND CONTRACT SALES DATA

Also, the data shared with 
APositive, shows that two out  
of three (61 percent) of the  
119 Australian recruitment firms 
surveyed have recorded growth 
in temp and contract sales.

This graph shows the changing trend in flexi  
workforce sales from March 2016 until March 2017.
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HOW TO AVOID MISSING OUT

Both small and large recruitment firms can enjoy 
the benefits of this period of change, but to grow 
your temp and contract desk successfully you must 
have the funds available to do so. And, generally, 
there are three key ways to ensure this:

1. Boost your cash funds 
from having a healthy perm 
contribution

2. Get your debtor days under 
control; and

3. Introduce funding to smooth 
out a lumpy cash flow.
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5
Attention small 
recruitment 
agencies:  
have you got  

 
priorities right?

New data shows the 
majority of smaller 

experiencing a  
declining headcount. 

Here’s the fall out.
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If you’re like 
most recruitment 
agencies right now, 
you are probably 
experiencing a busy 
period with a strong 
open order book.

In fact, a review of 
performance for 115 
Australian recruitment 
agencies showed a healthy 
nine per cent growth in  
sales volume in the 12 
months to April 2017 –  
that’s an additional $141 
million in sales.

However, this growth is coming at a cost for 
smaller firms and in particular those who are 
actively prioritising filling orders ahead of  
growing their team. 

The latest APositive insights powered by SIM 
Report shows a noticeable decline in headcount 
for smaller firms, which is holding back annual 
sales and sales growth.

HERE’S WHAT WE FOUND

Review of 47 firms with a team size of 1 to 10

 - Average headcount of 7.3 Full Time Equivalents  
and median of 6.8

 - 54 percent recorded an average decline in  
headcount of -4 percent

Review of 32 firms with a team size of 11 to 20

 - Average headcount of 15.3 Full Time Equivalents  
and median of 14.3

 - 47 percent recorded a decline in headcount  
of -4 percent

Review of 36 firms with a headcount of 21+

 - Average headcount of 35 Full Time Equivalents 
(up by five percent) and median of 27 (up by 
3.8 percent)

 - Just 28 percent reported a decline in headcount
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6
How recruitment 
agencies can 
leverage their 
largest expense

Want to achieve great 
productivity ratios even 
as your agency grows? 
Avoid these common 
pitfalls.

17



Are you leveraging  
your recruitment firm’s 
largest expense?

There’s no doubt the largest 

recruitment agencies is the  
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And, new APositive insights powered by SIM reveals 

bonus payments – can easily get out of control, 
especially as your team size grows.

We examine this by considering its impact on the 
leverage you have on your biggest expense.

Why? because smart operators know that building a 
great business is all about leverage, in all its shapes 
and forms.

Interestingly, new data finds in 
most instances, agencies which 
generate less than $1.4 of gross 
profit for every $1 in total team 
remuneration will be trading 
at a loss – or have minimal and 
volatile profits.
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MANAGING INDUSTRY EXPECTATIONS

recruitment industry has had 
a long-held expectation that if 
you’re paying a consultant $1, 
they should be able to generate 
three times that amount. 

And, FY17 Australian market 
research shows many smaller 
teams are still achieving this. 
However, the standard slides 
as team size grows.
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AVOID THESE COMMON PITFALLS

It’s important to remember 
growing recruitment agencies 
can still achieve great 
productivity ratios, but some 
common pitfalls should be 
avoided.

The buoyant market can drive base salaries up, however try 
to avoid setting salaries too high initially. Instead create an 
appealing package based on realistic and agreed expectations 
with a guaranteed review six months down the line.

Early rewards >

Don’t let bonus or reward schemes kick in too early.  

Mindset matters >

Bonus and reward schemes are often created with the 
income producer in mind first – to help make the role 
more appealing. However, you don’t want your business 
to accept a poor or below average outcome as a 
consequence. This is the wrong mindset. Instead, always 
look after your business returns as an equal priority.

Low expectations >

Don’t be hoodwinked into thinking it’s not possible to 
achieve the magical ‘X 3’ return, even if your team is 
growing. Peer group comparisons show some larger  
firms are achieving this.

With a combined temp and perm desk you are most 
likely paying out too much commission on the temp or 
contracting desk.

This is because quite often commission is paid across 
all gross profit at the same rate. If running a temp or 
contract desk you should expect a higher multiple of 
gross profit to remuneration because you wear a much 
higher risk and greater cost of service.

New employees can be costly as you often end up paying 
the wage, but struggle to cover their remuneration. Too 

Avoid the churn and focus instead on ways to retain and 
improve your current team. It’s crazy to be adding more 
people to the team if it’s productivity is below industry 
averages! Also, it’s much easier to recruit new members 
into a high performing team.

Don’t forget, while your 
income producers might be 
achieving good results, too 

can be expensive and bring 
your remuneration returns 
tumbling down. 

And, finally, always check your budgets and 
remuneration schemes to ensure you’re not 
planning to make the situation worse, avoid future 

remuneration to the benefit of your bottom line.
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New profitability 
results – does 
your small 
recruitment  
team stack up?

The latest trends for one 
of the most important 

recruitment agencies  
– profit per person.

7
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New profitability  
results – does your  
small recruitment  
team stack up?

APositive insights powered by 
SIM reveals the latest trends 
for one of the most important 

agencies – profit per person.

If you’re at the head of a small recruitment agency 

spent the end of the financial year looking back over 
your team’s profitability results.

But, did you explore the correlation between how 

agency produced? Or compare how your agency’s 
results stacked up against those achieved by  
industry peers?

Knowing these metrics is a sure-fire way to improve 

confidence in the year ahead.

So, to help see how your profits compare, we’ve 
detailed the profit per person results achieved by 105 
agencies across Australia.

FY17 SNAP SHOT

FY17 results show a low 
majority of 56 percent of 
all participants recorded an 
improvement in profitability.

The metric calculation is profit before tax or EBIT (FY17) 
divided by the average FTE headcount (FY17). So, for 
example, $250K profit with an average headcount of 
five, produces the metric of $50K profit per person.

Is $50K a good result?

The chart above reviews the FY17 – and three year  
average – results for small recruitment agencies.

In FY17, the median result was $36.9K profit per 
person, which is a six percent improvement on FY16 
and in line with the three-year average of $36.7K.

The mean result lifted by 22 percent on the prior year 
to $56.8K, but sits just shy of the three-year average 
of $57.2K profit per person.

So, if you had profit per person in the range of $36K 
to $57K for the last financial year you are tracking at 
the industry average for your recruitment agency size.

What are the higher  
achievers producing?

person by one percent to $66.9K last financial year. 

softened by three percent, but still produced $123K  
per person with a three-year average of $143.3K.
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Need cash flow  
to grow your 

recruitment agency?

Book a free 15-minute  
chat with an APositive 

recruitment finance  
expert today 

1800 276 748  |  apositive.com.au

Want more 
facts at your 
fingertips?

Gain instant access  
to industry trends,  

real-time data & peer 
group comparisons 

Australia Pacific +61 3 9016 3521  |  UK EU +44 20 3286 5027 


