
Revenue

£1.35BN
(2018: £1.26bn)

Net fees

£342.4M
(2018: £321.1m)

Adjusted operating profit1

£60.0M
(2018: £53.9m)

Reported profit before tax

£56.8M
(2018: £47.0m)

Basic earnings per share

31.8p
(2018: 26.6p)

Adjusted basic earnings per share1

33.2p
(2018: 30.7p)

Financial year: 1 December 2018 to 30 November 2019

1 For details on APM, refer to Alternative Performance Measures note, see 
page 209.

Our Purpose
Bringing skilled people  
together to build the future
We focus on STEM (Science, Technology, Engineering and 
Mathematics) talent, but even more so on STEM niches, 
where we excel in finding scarce skills. SThree’s enhanced 
value experience is based on superior candidate quality 
enabled by our candidate communities, an exceptional 
level of customer service, market understanding and 
compliance capability.

Our Vision
To be the number one STEM talent 
provider in the best STEM markets
This is the goal we are working towards. We are focused 
on setting the conditions for success in each geography, 
supported by operational improvement and our key 
principles, which guide our way of working. Our Operating 
Principles are based on research with our clients 
and candidates to identify what they most value in a 
recruitment partner:

 – Build trust
 – Care then act
 – Be clear then aim high

About us 2019 financial highlights



AU

JP

UAE

US

SG

FR

DE

NL

BE

ES

ATLX

UK&I

CH

10%

19%

24%

Our opportunity 
In highly fragmented markets  
SThree already has a platform  
to support significant growth

Based on net fees generated by each country relative to the total 2019 Group net fees.

Market breakdown  
of Group net fees 

USA

0.6%

UK

2.5%

Germany

5.0%

The Netherlands

6.8%

Japan

0.1%

USA

22%

UK & Ireland

14%

Continental Europe

58%

Asia Pacific & Middle East

6%

Our markets

Net fees

Strong track record of 
Group performance
Six-year compound annual growth  
rate (CAGR)

Adjusted operating profit

Adjusted basic earnings per share

£342m2019

2018

2017

2016

£60m2019

2018

2017

2016

33.2p2019

2018

2017

2016



Chairman’s statement

I’m proud that SThree delivered in 2019 a record performance 
in terms of revenue, profitability and market penetration as 
we focused more tightly on providing our clients with the best 
STEM talent, our candidates with the opportunity to fulfil their 
ambitions and potential, and our employees with engaging  
and rewarding work. This is all the more impressive given a 
complex and somewhat unpredictable macro-economic  
and political backdrop in some of our main markets.

Our purpose remains compelling and unchanged: bringing 
skilled people together to build the future. It is this purpose that 
governs our responsibility to all stakeholders. We have spent 
considerable effort and attention during the year to ensure 
that we are closer to our clients and candidate communities, 
and this remains a key future priority of the Group, together 
with enhancing our offering to employees and communicating 
better with our investors. We are pleased about the role that our 
business plays in wider society and have re-energised our CSR 
(corporate social responsibility) activities and implemented 
new initiatives under our ESG (environmental, social, and 
governance) strategy. It is also significant that we have set 
ourselves a bold new target of reducing our absolute carbon 
emissions by 20% by 2024, helping to address one of the world’s 
key challenges. 

The achievements in the year are in no small part the result of our 
exceptional, committed and entrepreneurial team. As signalled 
last year, Gary Elden stepped down as CEO in March after nearly 
30 years in the business, the last six of them as CEO. Gary was 
responsible for setting a number of the business foundations we 
have in place today and which provide an enviable springboard 
for future growth. We wish him all the best in his new endeavours 
and thank him for his leadership and direction. I would also like 
to thank Justin Hughes, who stepped down as COO in July, for his 
significant contribution over the last 25 years.

We were pleased to welcome Mark Dorman as CEO in 
March, bringing to SThree a wealth of experience in scaling 
international business service operations, delivering compelling 
strategies and leading great teams. He has already shown 
himself to be an ambitious and insightful leader, and I look 
forward to continuing to work with him. The Board and I are 
confident that his relentless focus on value creation for all our 
stakeholders will be indispensable as we scale further. During  
the year we also made a number of significant appointments 
to our leadership teams around the world, bolstering our 
capabilities as we take the business into its next stages of growth. 

In November we held our Capital Markets Day in London to 
update investors on our vision, strategic evolution and blueprint 
for success. Our huge market opportunity is also clear, and 
we are proud to have crystallised our strategy and pathway to 
sustainable future growth. 

On behalf of the Board, I would like to express our thanks for the 
tireless effort our colleagues put in every day to make SThree 
a trusted partner to our many clients and candidates. It is their 
drive and dedication to our purpose that elevates SThree as a 
global leader and partner of choice. It has been a pleasure for 
the Board and individual Board members to spend time visiting 
a number of our offices over the year, seeing the work being 
delivered across our platform, from our excellent operations and 
technology activities in Glasgow to the local market leadership 
we enjoy in Amsterdam.

Corporate governance remains a priority and focus of the 
business and we have set ourselves FTSE 250-appropriate  
targets and aspirations. We are also focused on initiatives to 
enhance diversity and inclusion across our organisation and 
remain committed to ensuring that all of our employees’ voices 
are heard at every level. 

A sense of excitement for the future is palpable across SThree. 
Our recently refined and newly articulated strategy provides us 
with confidence in our long-term success, supported by strong 
structural market drivers around STEM and flexible working, 
a great team and a corporate purpose that seems ever 
more relevant to meet many of the world’s future challenges 
and opportunities.

James Bilefield
Chairman
24 January 2020

A RECORD YEAR 
CEMENTING OUR 
POSITION AS THE 
GLOBAL LEADER 
IN STEM STAFFING 
SOLUTIONS.
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Governance highlights 
Information about our governance framework and how  
it supports our strategy is set out on pages 110 to 157. 

During the year, the key governance activities included:

The Board
 – Reframing of strategy, using a ‘managing for value’ 
approach, with outputs approved in July, to create 
a number of key workstreams, focused on key 
geographies/sectors and underpinned by technology.

 – Review of underperforming businesses, which led to 
restructure of UK&I. Completed Board and Committee 
effectiveness review, to build on the prior year’s externally 
facilitated review.

 – Continued to embrace corporate governance 
developments, by early adopting and reporting against 
the most recent UK Corporate Governance Code.

Nomination Committee 
 – Initiated an extensive search process via a specialist 
search firm to identify suitable candidates, before 
shortlisting and selecting Mark Dorman as Chief 
Executive Officer (‘CEO’) to replace Gary Elden,  
and to ensure a smooth transition.

 – Review of wider leadership roles, succession and 
‘capability gaps’, including the next layer below, which 
led to the recruitment of a Chief People Officer (‘CPO ‘)
and Chief Strategy Development Officer (‘CSDO’).

 – Agreed departure of COO and skills required in newly 
positioned role, with selection and shortlist of candidates.

 – Review of people strategy currently underway, led by the 
newly appointed CPO.

Further information on page 120

Audit Committee and Risk & Compliance Committee
 – Monitored the transition of Group support functions to 
the Centre of Excellence (‘CoE’) in Glasgow, with close 
scrutiny of internal control elements.

 – Responded to the Financial Reporting Council’s review 
of the prior year’s Annual Report.

 – Oversaw further improvements in management 
information and reporting including adoption of 
appropriate accounting standards updates.

Further information on page 122

Remuneration
 – Agreed departure terms for Gary Elden, Justin Hughes 
and other senior roles leaving the business. 

 – Ensured appointment terms of the new CEO, CSDO, 
CPO and others, as well as general remuneration 
arrangements, and appropriately supporting the 
retention and motivation of senior team members.

 – Development of the new Remuneration Policy, to be 
proposed at the 2020 AGM.

Further information on page 128
James Bilefield
Chairman
24 January 2020
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Q
A

Chief Executive Officer’s Q&A

THE WORLD IS 
CHANGING AT A 
RAPID PACE AND IF 
WE ARE TO PLACE 
THE RIGHT PEOPLE 
WHERE THEY ARE 
MOST NEEDED, WE 
MUST MOVE WITH IT.
New Chief Executive Officer, Mark Dorman, 
talks here about how he will ensure that 
the business will meet the challenges 
ahead by finding and curating the talent 
that the world needs.

Mark Dorman
Chief Executive Officer
24 January 2020

SThree plc
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Chief Executive Officer’s Q&A
continued

SThree has a unique position in the 
market as the only global pure play 
STEM specialist. We are proud to stand 
out, focusing on three core areas: STEM; 
Contract – or flexible working; and 
targeting the right global regions.

Q.
What attracted you to SThree?

A.
There were three key things that initially attracted me to SThree; 
its purpose, its strategy and its people. Having now been with 
the Company for over six months, I continue to see that it is 
these three factors that are driving the business forward and 
which will underpin our ongoing success. In addition, I have 
discovered countless other strengths; from the depth of the 
relationships our team has with candidates, to the quality of 
our client base and the entrepreneurial spirit embedded in our 
culture. Looking forward we plan to build on these strengths, 
increasing in scale and leveraging our platform to achieve our 
growth ambitions.

Q. 
Why is SThree’s purpose so important  
to you and the rest of the organisation?

A.
Our purpose, bringing skilled people together to build the future, 
is at the heart of everything we do at SThree. You can read in this 
report how it underpins everything we achieve, right through to 
our strategy and the resulting value we generate for all of our 
stakeholders (see ‘How we are building the future’ from page 
48). We create this value by changing the lives of talented 
candidates around the world, some of whom are featured in  
this report, and who in turn will go on to change and enhance 
the lives of future generations by providing our clients with the 
skills, expertise and problem solving they need to thrive.

SThree plc
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Q.
What makes SThree different?

A.
SThree has a unique position in the market as the only global 
pure play STEM specialist. We are proud to stand out, focusing 
on three core areas: STEM; Contract – or flexible working; and 
targeting the right global regions.

This both sets us apart from our competitors and positions us for 
future, long-term profitable growth. As we – and others – navigate 
through the Fourth Industrial Revolution, STEM is at the forefront  
of this exciting new world. Not only do these skill sets fund and 
drive an increasingly technical, interconnected and fast-paced 
way of life, they are also central to solving the problems we face 
and harnessing the power of technology to succeed when 
things go wrong.

Q. 
How does SThree deliver value  
to clients and candidates?

A.
SThree has considerable strength in sourcing communities of 
specialist STEM talent across specific geographies in a quick and 
knowledgeable way, built over 30 years of experience. Over that 
time we have delivered STEM expertise in a progressively more 
flexible working environment doing so in global markets which 
are experiencing increasingly urgent skills shortages. 

The markets we operate within have been chosen for their focus 
and intense demand for STEM skill sets. Our value proposition 
lies in not just supplying cutting edge STEM talent to our global 
clients, but in providing it in a way that takes stock of local 
sensitivities, culture and regulatory change.

Q. 
Why are you maintaining your  
focus on Contract? 

A.
You’ll read in ‘Our market’ from page 26 exactly how flexible 
working is shaping the workforces of the future. With the rise  
of the ‘gig economy’ we see our customer base of corporate 
clients and individual candidates shifting ever more towards 
contract work and we have aligned our business model to 
empower this focus. 

With over three quarters of our business dedicated to flexible 
working, our recurring revenue business model (see ‘Our 
business model’ from page 42) is a core differentiator. While other 
recruiters often align with more permanent placement activity 
and a one-off transactional way of doing business, we are 
trusted partners to our clients. This requires up-front investment 
but delivers a host of benefits to the business, both financial  
and operational. Not only does it align to the flexible working 
trends we specialise in, it is resilient in the face of macro-
economic uncertainties, which we explore in ‘Our principal risks’ 
from page 76. As and when trade wars, political uncertainty 
and other shocks affect our clients, so they go on to seek more 
flexible workforce solutions to support their performance.
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Chief Executive Officer’s Q&A 
continued

Q.
Where do you want to take SThree  
in the future?

A.
As we enter the Fourth Industrial Revolution, SThree sits at the 
centre of two long-term secular trends. Our continued focus on 
STEM and flexible working stands us in good stead for strong, 
continued growth as the requirements for skill sets changes on 
a global scale. We operate in a world that has a burning need 
for the talent we partner with and supply and this is only set to 
increase. While our strategy positions us very well to achieve our 
growth ambitions and deliver our KPIs (see ‘Key performance 
indicators’ from page 68), we have spent some of 2019 exploring 
an enhanced strategic focus. This has led to the strengthening 
of the senior Executive Team with new appointments made to 
support our long-term global growth aspirations. Our focus going 
forward is on leveraging our platform model and enhancing 
execution in order to take market share, capturing more of the 
opportunity available to us.

Q.
What is your investment case?

A.

Capitalising on two major 
long-term secular growth 
trends: demand for STEM 
skills and flexible working

Strong balance sheet 
and recurring revenue 
dynamics supporting 

visibility, robust dividend 
and further investment 

in growth

Clear growth 
strategy in place to 
leverage platform, 

increase scale and 
enhance execution

Resilient model 
Well diversified and 

Contract weighted, with a 
flexible cost base

Experienced 
Management Team 
SThree has >30 years’ 

STEM experience

Excellent track record, 
with six-year CAGR of 
24% basic EPS growth

Unique position as the only 
global STEM specialist

SThree plc
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Q.
What are your ambitions over the  
next five years?

A.
In line with our strategic focus we have set ourselves a number of 
new ambitions. These reflect our focus on enhanced execution 
and achieving greater scale. Looking ahead to 2024 we hope 
to grow Group market share by 50%, to reach an operating profit 
conversion ratio in the range of 21-24%1 and to drive a free cash 
flow conversion ratio2 of at least 75%. Alongside this we have 
committed to a number of targets regarding our people and 
society that reflect the importance we put on being a people-
centric and purpose-driven business. Our ambitions are to 
maintain our Learning & Development (‘L&D’) spend at 5% of 
operating profit, to grow productivity per head over the period by 
1% to 2% per annum, and to reduce our absolute CO2 emissions 
by 20%. Our targets are ambitious, but with our motivated team 
and defined vision, I am confident in our ability to deliver.

Market share of STEM
To grow Group market share by 

50%
To 3%3 by 2024 (2019: 2%)

OP CR%4

Range of 

21-24%
2019: 17.5%

Free cash flow CR%5

To drive a free cash flow  
CR% of at least 

75%
2013 to 2019: FCF CR%: 72%

People and society
 – To maintain L&D spend at 5% of operating profit
 – To grow productivity6 per head over the period by 1%-2% p.a.
 – To reduce our absolute CO2 emissions by 20%

1 Adjusted operating profit conversion ratio (‘OP CR’) 2019 performance 17.5% 
(2018: 16.8%).

2 For details see Alternative Performance Measures note from page 209.

3 In 2019, the Group estimates that it had circa a 2% market share of the addressable 
STEM market in its core geographies of USA, UK, Germany, the Netherlands and 
Japan. Group turnover in 2019 was £1.35 billion, with the core geographies 
representing circa 80% of Group revenue.

4 Ratio of adjusted operating profit to net fees.

5 Free cash flow CR% calculated as a ratio of cash generated from operating activities 
for the year to adjusted operating profit.

6 Productivity expressed as a ratio of net fees to average total employees.

SThree plc
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Our role in the Fourth Industrial Revolution

THE WORLD IS CHANGING 
AT A RAPID PACE  
BREAKTHROUGHS IN 
FIELDS SUCH AS LIFE 
SCIENCES, AI, ROBOTICS, 
ENERGY STORAGE AND 
QUANTUM COMPUTING 
ARE EMERGING AT AN 
UNPRECEDENTED RATE.

SThree plc
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Our role in the Fourth Industrial Revolution 
continued
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THIS FAST-PACED 
CHANGE IS THROWING 
DOWN CHALLENGES  
CLIMATE EMERGENCY, 
INEQUALITY, 
RESOURCE SCARCITY, 
URBANISATION, ACCESS 
TO EDUCATION AND 
ENERGY – THE FOURTH 
INDUSTRIAL REVOLUTION 
IS RESPONDING TO  
THESE CHALLENGES.

Societal challenges 

2BN
people live without reliable 
electricity globally

Source: 2019 The Energy Progress Report, by World Bank, 
International Bank for Reconstruction and Development

4BN
people still remain offline and  
1 billion of these are not covered  
by mobile broadband networks

Source: State of Mobile Internet Connectivity 2018 
Report by GSMA

15YRS
In the US, men in the top 1% of the 
income distribution can now expect to 
live 15 years longer than those in the 
bottom 1%. For women, the difference  
is about ten years — an effect equivalent 
to that of a lifetime of smoking

Source: Health Policy Brief, Report by Health Affairs

1.7BN
About 1.7 billion adults remain unbanked

Source: World Bank

Our role in the Fourth Industrial Revolution 
continued

SThree plc
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OUR STEM 
CLIENTS ARE 
UNDERPINNING  
THE RESPONSES  
OUR 9,000+ 
CLIENTS WORK IN 
THE TECHNOLOGY, 
LIFE SCIENCES, 
BANKING & 
FINANCE, ENERGY 
& ENGINEERING 
SECTORS – 
DIRECTLY OR 
INDIRECTLY,  
ALL TACKLING 
THESE ISSUES.

The Fourth Industrial Revolution 
underpinned by STEM

115%
Job opportunities in Energy & 
Engineering sector are expected  
to grow by 115% in the next decade,  
with a focus on sustainable energy*

120%
Job opportunities in Technology sector 
are expected to grow by 120% in the 
next decade, with a focus on cloud 
computing, machine learning/AI, 
big data*

121%
Job opportunities in Life Sciences  
sector are expected to grow by 
121% in the next decade, with a 
focus on biotechnology, health data 
management, personalised health* 

107%
Banking & Finance sector is expected 
to grow by 107% by 2026 with a focus 
on fintech, cryptocurrency*

* Source: www.cnbc.com/2018/10/16/top-10-industries-
that-are-hiring-thriving-and-making-money.html

SThree plc
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AND WE UNDERPIN  
OUR CLIENTS  
BY SOURCING AND PLACING 
THEIR SINGLE MOST 
VALUABLE ASSET: PEOPLE.  
IN THE WORLD OF STEM, 
WE PLAY AN IMPORTANT 
ROLE IN THE FOURTH 
INDUSTRIAL REVOLUTION. 
ACROSS 16 COUNTRIES, OUR 
3,000+ EMPLOYEES MATCH 
THE RIGHT CANDIDATES TO 
OUR CLIENTS TO FIND THE 
PEOPLE THE WORLD NEEDS.

Our role in the Fourth Industrial Revolution 
continued
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SThree: Our purpose is to bring skilled 
people together to build the future

By sourcing and placing the single most 
valuable asset: people, in the world of 
STEM, we play an important role in the 
Fourth Industrial Revolution across all 16 
countries where our 3,000+ employees 
match candidates with clients to meet 
the needs of our world.

1M
new jobs created by occupations  
related to STEM by 2022 

Source: U.S. Bureau of Labor Statistics 

42%
increase in freelancers in EMEA  
expected in the next ten years

Source: Workforce Solutions Buyers Survey EMEA 2017

86%
share of Group net fees generated  
from international business

1.4M
STEM experts in Germany are expected  
to grow by 1.4 million by 2035 

Source: Bertelsmann

SThree plc
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Our role in the Fourth Industrial Revolution 
continued

HSM Offshore
Client and Candidate in a changing 
industry: Creating a sustainable  
world through STEM talent.

Tom Jordaans is a Senior Commissioning Manager at 
HSM Offshore, responsible for delivering large wind farm 
projects. He has seen a transformation in the energy 
industry which has changed the potential market for his 
company, from only oil and gas to oil, gas and offshore 
wind energy.

This changing industry requires specialist skill sets and Tom 
turns to Progressive (an SThree brand) to help him source 
this talent. One such candidate is Deputy Commissioning 
Manager, Paul Schenk, who Progressive placed at HSM 
Offshore, to help fill the specialist STEM roles required for a 
sustainable future. 

Tom Jordaans, explaining the client’s perspective on 
working with Progressive:
“ Since 2014, I have selected Progressive, part of SThree, 
because they can offer me the people with the right skills 
and the right education to make my life much easier.”

Paul Schenk, on why, as a candidate, he chooses Progressive:
“ Progressive take care of all the administration work and 
they give me market information so I can fully focus on 
my own job. I expect to continue to work with Progressive 
because they have a broad network of clients and I trust 
them to keep my career secure in the future.”

“ I think the STEM industry can play a key role in driving 
sustainability. Through this, our grandchildren can live in 
a less polluted world, which is something we should all 
strive for.”

SThree plc
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Alejandro’s story
Empowering the next generation:  
The power of customer centric,  
purpose-driven staffing.

Alejandro Lopez is a Salesforce Administrator who has been 
supported by SThree to find new roles. 

He has worked closely with Julia Schaevitz, Salesforce 
Alliance Manager at SThree, learning management skills 
and forming a strong relationship. Julia helped to place 
him at Children’s Aid, in a role he found transformational 
for his career.

Thanks to the strong and purpose-driven relationships 
built between candidate, consultant and client, all three 
were able to achieve their goals whilst at the same time 
furthering business aims. 

Greg Denizard, Deputy Director at Children’s Aid, giving 
the client’s perspective on finding a purpose-driven 
candidate with SThree:
“ SThree was phenomenal with really assessing our needs 
and lining up quality applicants who could address both 
our technical needs and also our cultural needs. In the 
non-for-profit sector it’s very important that people are 
passionate about the work that we do.”

“ It is a great joy to partner with an organisation that has a 
mission of helping people, and also one that can identify 
talent and put them in the right place.”

Alejandro Lopez explained why working with SThree  
was ideal for him, as a candidate:
“ One of the main reasons I chose to work with SThree was 
the endless number of opportunities they presented me 
with. One of those opportunities was to work at Children’s 
Aid, and I truly believe that opportunity has transformed 
my life. 

“ There are so many great individuals within SThree. 
Julia has been a special individual for me, always taking 
time out of her day to discuss how things are going in my 
life, both professionally and personally. She has helped 
me to become the person I am.”

Julia Schaevitz, on her experience as a Consultant:
“I think that Alejandro and I helped each other. I actually 
met him when I was switching into a new market as 
a recruiter. I didn’t know anyone, I didn’t know the 
temperature of the market and he was kind enough to 
meet me and share what he knew about the space.”

SThree plc
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Zimmer
Building the future with our skilled 
candidates: The importance of 
SThree’s ability to provide niche  
talent in the best STEM markets.

Blessing Nwabude is a Regulatory Affairs Consultant  
at the leading medical devices company, Zimmer Biomet – 
one of SThree’s clients.

Blessing worked in clinical optometry for over five years, 
where he diagnosed and provided advice on eye and 
visual problems, prescribed glasses, contact lenses and 
medication, and worked with consultant ophthalmologists 
to manage patients’ eye conditions. 

But his passion to work with people and improve people’s 
lives led to him joining the medical device industry. 
Having worked in several regulatory affairs positions, his 
current role at Zimmer Biomet was secured with the help  
of SThree in April 2019.

Now, not only is he living out his passion, but he is living 
Zimmer Biomet’s purpose to ‘alleviate pain and improve 
the quality of life for people around the world’.

Blessing Nwabude, explaining why, as a candidate,  
he chooses SThree:
“ Our aging population is having a massive impact 
on healthcare services, but technology is advancing, 
and the life sciences industry is very well positioned to 
help manage the public health challenges through 
the continuous provision of innovative medical 
device products.”

“ The need for medical devices and products will increase 
exponentially in the next ten years and it’s very pleasing 
to know that the products I support Zimmer Biomet to 
produce will transform people’s lives.

“ This is my first contract with SThree, and it has been a 
great experience. Nathan Puxty (SThree consultant) is 
always there to support me and is a real partner. I’ve 
worked with other recruitment agencies in the past and 
have had some very good experiences, but Nathan is 
simply amazing.”

Our role in the Fourth Industrial Revolution 
continued

SThree plc
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Stephanie Herrera
The Salesforce ecosystem:  
The importance of SThree’s  
niche communities.

Stephanie Herrera is the Global Vice President of  
Salesforce Practice at SThree. Her list of achievements  
and contribution to the Salesforce Ohana has led to her 
being named a Salesforce MVP. In 2015, she founded 
Salesforce Saturdays, which helps grow individual skill sets 
through peer mentorship within the Salesforce platform. 

Stephanie is on the Board of Directors for the Merivis 
Foundation, which helps veterans and their partners into 
a career in Salesforce and she co-founded PepUp Tech, 
which helps underprivileged students access the skills 
required for a career in tech and Salesforce. 

In 2017, along with her co-founders of PepUp Tech, 
Stephanie was given the TrailheadDX Equality Trailblazer 
Award by Salesforce and she was a keynote speaker at 
Dreamforce with the organisation’s founder, chairman  
and CEO, Marc Benioff.

STEM skills shortage
The skills shortage in STEM is becoming an increasingly 
serious problem. For both SThree and its clients there is a 
need for senior, skilled talent, and one way SThree helps 
to cultivate and develop its talent pools is through the 
strength of niche communities.

One such example would be through SThree’s work with 
Salesforce. In March 2019, SThree became a registered 
Salesforce Consulting Partner, marking a key milestone in 
the company’s ambition to become the leading global 
Salesforce recruiter.

Across the globe, 3.3 million new jobs are expected to be 
created by the Salesforce ecosystem by 2022. And through 
its dedicated practice, SThree is building communities of 
Salesforce talent, helping people to hone their skills and 
transform their careers by opening doors to the best jobs 
in the market. 

Stephanie Herrera, on tapping into niche talent:
“ With the Salesforce ecosystem, we have an opportunity  
at SThree to really partner with these communities. 
Not only are we an accredited Salesforce partner, we 
have the resources and expertise in helping people get 
jobs and developing their careers to make a difference  
in this space. We can provide people within the Salesforce 
communities with an even bigger launch board to 
develop their careers, develop their talent and – in doing 
so – be seen as the number one staffing solutions partner.

“ The talent is there, people just have to overcome 
the mindset that only those with years and years of 
experience can work in STEM. That’s simply not the case, 
you just need to be willing to skill them up and invest in 
them and you’ll reap the benefits tenfold.”

SThree plc
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Chief Executive Officer’s strategic review

The only global pure play STEM specialist
SThree is at the centre of STEM and this has enabled us to deliver 
a robust financial performance in what has been one of the 
most uncertain macro-economic and political periods since 
2008. Over the year we have built on the strong foundations 
that were in place when I took over. Our continued focus on 
STEM, and our scale and global footprint in the right markets, 
combined with our ability to provide a full staffing solution for 
all our clients’ needs means that we have delivered an all-time 
record profit performance.

Group net fees were up 5%* in the year. The growth was largely 
delivered, as expected, through our key territories of Continental 
Europe and USA; the former was driven by our market-leading 
businesses in Germany and the Netherlands which together 
saw growth of 8%*, whilst the latter was up 9%*. We also made 
improvements in our other target markets, including a stand-out 
performance from our growing team in Japan, up 43%*. From a 
sector point of view, we saw robust growth across the Group, 
with Technology up 7%*, Life Sciences up 5%*, and Energy & 
Engineering up 14%*.

This performance is a result of the hard work delivered both 
strategically and operationally, and we continue to move closer 
to delivering on our vision of being the number one science, 
technology, engineering and mathematics (‘STEM’) recruiter in 
the best STEM markets.

Bringing skilled people together to build the future
It is clear to see our purpose of bringing skilled people together 
to build the future in action through the work that has been 
delivered in the period. The wide range of placements that 

we have made include, for example, a Regulatory Affairs 
Consultant, who ensures life-changing medical devices meet 
the highest possible safety standards before going to market, 
a Commissioning Manager whose planning and execution of 
key renewable energy projects is helping to make the world 
a greener place, as well as a significant number of solar 
technicians who are providing homes and businesses across 
the US with environmentally-friendly solar energy. We provide a 
company’s most important asset – its people – to the businesses 
that are at the centre of some of the biggest challenges going 
on in the world today. We are very pleased to be a true partner 
to those businesses, helping them build the future.

The scale of the growth and change as a result of the need 
for STEM skills going forward should not be underestimated. 
Addressing some of the biggest issues such as climate change 
and the huge demographic shifts is just the start. Skilled people 
are needed to solve these global challenges and drive the 
future. This creates a huge opportunity as many of those skills, 
while still in high demand, are also in short supply, irrespective  
of where we are in terms of economic cycle.

We truly understand the dynamics of our markets, both as 
they are now and where they are headed. Our knowledge 
of the STEM markets, the needs of businesses operating 
within them and the niche, local talent we have built trusted 
relationships with is unrivalled. This is supported by our ability to 
deliver a full set of resourcing solutions to our clients, whether 
that be Contract or Permanent, to support with incoming 
legislation, and to develop supply though the cultivation of 
candidate communities. 

Alongside this, there are two factors driving the demand for 
flexible working. There is a generation of people entering 
the global labour force that have a very different view of the 
workplace. Millennials and Generation Z, particularly those 
with STEM skills, see their career through the lens of the various 
projects that they work on rather than the companies they work 
for. At the same time, more and more companies are looking 
for contingent workers and flexible workforces, whether on large 
scale capital projects in Engineering or Life Sciences, or whether 
they’re looking to upgrade their technology and their innovation 
sphere project by project. These dynamics continue to drive the 
need for the right talent in a supply constrained environment. 

Our ability to find great talent and to curate that talent to make 
sure that it matches the right opportunity is the reason we 
are able to benefit from both of these trends. We are expert in 
engaging with both the client and the candidate all the way 
through a project, standardising our processes across the globe 
and ensuring the client and candidate come to our teams for 
their solutions going forward, making it a truly repeatable process. 
Our scale allows us to deliver this offering across the globe, in 
an increasingly complex regulatory environment for our clients. 
Our scale, expertise and culture make us the partner of choice.

A scalable platform business able to drive further growth
A key milestone of the year has been the development and 
articulation of a refocused strategy for the business that sets us 
up well to scale the business effectively and deliver consistently 
into the future. 

THE SCALE OF 
THE GROWTH AND 
CHANGE AS A 
RESULT OF THE NEED 
FOR STEM SKILLS 
GOING FORWARD 
SHOULD NOT BE 
UNDERESTIMATED.

* In constant currency.
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Chief Executive Officer’s strategic review
continued

The long term secular trends towards more flexible working 
manifests itself differently in the 70 different jurisdictions in which 
we place talent. In order to meet this opportunity, SThree has 
built a set of scalable service offerings, which are recurring in 
nature and which we deploy globally, allowing for long-term 
sustainable growth. 

One of the important defining characteristics of SThree is our 
entrepreneurial spirit. It is truly a pleasure to be working with 
a team that generates an abundance of new opportunities 
and good ideas. Our future success will be reliant on our 
ability to channel those ideas and ensure we choose the right 
opportunities to focus on. As such, we have implemented a 
‘managing for value’ programme process which assesses the 
economic value that would be created by each idea, and 
allows us to rank them by the economic rate of return. This allows 
us to create real structure to help us execute our strategy across 
five areas of focus – our current geographies and markets, 
investment in sales and marketing, the use of data to enhance 
our decision making, to help drive our business and innovation, 
while building on our operational capabilities.

Alongside the use of data to inform our business decisions we 
are also able to utilise valuable exhaust data from the activity 
across our business. We understand what is going on in the 
STEM markets through the work we do, and this knowledge 
enables us to have the right people in the right place to help 
our clients. An example of this is the use of data points, internal 
and external, in order to select the optimum industry/skill 
base to invest in. This allows us to maximise productivity of our 
consultants and scale appropriately within an industry/skill base.

We maintain our focus on embracing new technologies and 
believe that this should be central to everything we do. This will 
drive efficiency across our scalable, platform business and 
support the delivery to our customers. We will continue to 
capitalise on trends to remain relevant to our customers in  
a new digital era, whether that being new ways of working  
or incremental improvements on an ongoing basis.

Building on our operational capabilities will underpin our 
execution going forward. Our creation of the Centre of 
Excellence in Glasgow was a foundational step in building 
first class global operations to create operational scale and 
leverage. From that foundational step we’ll continue to invest  
as we move forward, enhancing our platform for growth. 

Our six previous strategic pillars have been refined and we are 
now focused on executing across four key elements. Our new 
strategic pillars are the guideposts of how the business will be 
driven going forward, and reflect how SThree will build upon its 
unique position in the market:

 – Leveraging our position at the centre of STEM to deliver 
sustainable value to our candidates and clients;

 – Create a world class operational platform through data, 
technology and infrastructure;

 – To be a leader in the markets we choose to serve;
 – Find, develop, and retain great people.

The right team to deliver on the opportunity
We have a truly great team with a wide breadth and depth of 
skills across our organisation, whether found in our experienced, 
long-tenured team that have been delivering the Group’s robust 
performance over prior years, or in our experts from outside the 
industry that have joined to build upon the Group’s foundations. 
Both have been working tirelessly over the year to ensure the 
business is in its best position to capture the opportunity ahead 
of us. 

We were pleased to appoint Matthew Blake as Chief People 
Officer to develop and lead the Group’s people strategy,  
and Kate Holden as Chief Strategy and Development Officer  
to oversee the strategic planning process and successful 
delivery of SThree’s Group-wide strategic programmes.

Our people truly are our lifeblood and we are focused on 
creating the right culture and environment for our people to 
thrive. A full people strategy is being implemented, focused 
on driving engagement, shaping culture, developing talent, 
organisational design, reward and governance, risk and 
compliance. Truly reflecting the client and candidate pools 
we serve is also key and we are focused on building diversity 
throughout the organisation, from top to bottom. To this end, 
we are building out our Diversity and Inclusion (’D&I’) strategy 
which will set out our ambition to become leaders of D&I in 
the staffing industry. Aligned with our broader Group strategic 
themes, our D&I commitments will centre around initiatives 
such as building communities, internal and external networking, 
data monitoring and data-based decision making, policy 
development, communication, talent management and 
leadership development. Alongside this, we are building our 
Learning & Development (‘L&D’) strategy through the creation of 
learning academies, and strengthening digitalisation (delivering 
learning the way our people want to learn). Supporting this is the 
identification and development of the new L&D target operating 
model, structure and ways of working.

Outlook: at the centre of STEM
Looking to the year ahead, we will continue to build our scalable 
platform. We will continue to invest in our people, data and 
technology as we execute against our focused strategy as 
outlined at our recent Capital Markets Day. Whilst early in the 
year, we can see that broader macro-economic and political 
uncertainties may well persist, and the trading environment 
remains similar to Q4. We have the right strategy, are in the  
right sectors and geographies, and our Contract focus will allow 
us to drive another year of progress towards our ambitions.

We have a unique position at the centre of secular global trends 
and are focused on the right markets which will stand us in 
good stead for the future. In addition, we are building a platform 
business with the systems that will increase the effectiveness of 
our execution. The opportunity for us is significant, and we are 
very well placed to capitalise on it, driving sustainable value for 
all of our stakeholders.

Mark Dorman
Chief Executive Officer
24 January 2020
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The impact of our Purpose: 
Experiencing the importance  
of what our clients create first-hand
Tom Way is Managing Director, UK & Ireland, at SThree.  
A few years ago, his three-week-old son had to be rushed 
into hospital with a soaring temperature. He was admitted  
to the neonatal intensive care unit at the hospital, and  
soon diagnosed with bacterial meningitis.

After eight weeks in hospital, and thanks to the medical  
staff, their equipment and medicines, the doctors were able 
to prevent a full-blown outbreak of meningitis. Tom’s son is 
now approaching his fifth birthday and is fit and healthy.

During his time at the hospital, Tom experienced first-hand 
just how critical the products being manufactured by 
some of SThree’s clients in the life sciences space are to 
people’s wellbeing.

The power of SThree’s purpose: 

“ After a few days of being in the hospital 
I was sitting back and looking at the 
treatment my son was getting, and I saw 
that the IV drips were made by Allegan, 
a company I’d personally placed with. 
He was lying in a bed made by Stryker, a 
key client of ours at the time. And when 
you walked in and out of the unit, you’d 
have to wash your hands with a special 
soap made by Abbott, a client we had 
done a huge amount of work with.”

“ I came face-to-face with the Life 
Sciences sector at a time of huge 
importance to me and my son. That 
made me incredibly proud of the  
work we’d done at SThree, helping  
the companies who are effectively 
saving and extending the lives of  
those at most need.”
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Our market

Evolving trends  
in the world of STEM

Market trend

Global demand for STEM skills
The Fourth Industrial Revolution centred on technological 
solutions is set to continue, centred on the US and Europe,  
but spreading rapidly across the globe. It manifests itself in 
advances in STEM research and development.

The main source of global demand for, and spend on, STEM skills 
comes from technology-focused companies, which make up 
circa 50% of the market capitalisation of the world’s 30 largest 
companies. A focus on STEM skills is also increasing in non-STEM 
industries as clients gradually embrace technological change.

Globally, the STEM staffing markets are influenced by the 
overall number of jobs, scarcity of skills, employee churn rates 
and the propensity of organisations to outsource recruitment. 
The demand for enhanced services is also a growing feature. 
Markets where demand for STEM skills continues to grow and 
outstrips supply are as follows.

USA
USA has by far the largest staffing market in the world. 
STEM staffing market in the US is estimated to be worth 
$46.1 billion (circa £35.6 billion). STEM jobs grew 11% from  
2009 to 2015, compared with a 5% average across all 
occupations. STEM employment is projected to outpace 
non-STEM employment growth by 1.8x; growth of 9% vs 5%, 
respectively, from 9.7 million jobs to 10.6 million jobs by 2028. 
Increasing high-end computer systems employment is likely  
to be the key driver for this.

Source: SIA; Bureau of Labor Statistics – employment projections: 2018-2028 

UK
The UK is one of the most mature staffing markets, and the 
largest in Europe, with limited year-on-year revenue growth. 
Its STEM staffing market is driven by an economy that relies on 
services and high-end technology, with further demand likely 
to come for STEM professionals in green technology in order 
to meet pledges on climate change. The Royal Academy of 
Engineering reported that the UK needs 100,000 STEM graduates 
every year to satisfy current demand. A shortage of STEM skills is 
costing UK businesses an estimated £1.5 billion a year.

Source: SIA; Emsi, STEM Learning

Germany
German businesses have a strong focus on STEM skill sets. 
Their staffing market is the fourth largest in the world, and has 
seen consistent revenue growth in recent years. The STEM staffing 
market in Germany is estimated to be worth $8.0 billion (circa 
£6.2 billion). Due to an aging workforce in STEM disciplines, 
replacement demand is likely to continue to be high. 56% of 
STEM employees are aged 45 years or over, and a shortage of 
338,000 skilled workers is reported in STEM disciplines. 

Source: SIA; Deutsche Bank, Handelsblatt
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Netherlands
The Dutch staffing market is the smallest of SThree’s key markets, 
but has recently seen strong growth. There has been a surge  
in demand for technology skills across the Netherlands. The  
STEM staffing market in the Netherlands is estimated to be worth 
$4.7 billion (circa £3.6 billion). It is a highly flexible market, where 
replacement demand is expected to be high, with 47% of STEM 
employees over the age of 45 years. The unemployment rate is  
at a ten-year low (3%).

Source: SIA; Danish Technological Institute; Cedefop 

Japan
With a diminishing and aging population and limited natural 
resources, Japan is set to improve its workforce productivity 
and increase innovation to remain competitive. This, in turn, 
drives a strong demand for STEM workforce. The temporary 
staffing market in Japan is growing at an unprecedented pace. 
Two decades of economic stagnation have eroded the post-
war norm of a job-for-life. According to a survey conducted by 
the Japanese government in 2018, the number of non-regular 
workers (temporary or part-time) had risen to more than 
20 million, equivalent to 38% of the entire workforce.

Source: SIA

SThree already has successful operations in the most 
important STEM markets
We consider there to be a large and growing demand for 
STEM skills. We are focused on delivering STEM talent in our key 
geographies (USA, UK, Germany, the Netherlands and Japan). 
Market dynamics and SThree performance in each of our core 
geographies demand a different strategic approach:

What it means for Sthree

£66BN
STEM staffing market is worth £66 billion in the five largest  
STEM geographies (USA, UK, Germany, the Netherlands, Japan).
Source: SIA

x2
STEM employees earn double the national average wage 
compared with non-STEM occupations.
Source: SIA

7/10
of the world’s largest companies by market value are tech
Source: Statista

Market 
characteristics

SThree  
performance

Strategic  
implications

Supporting high growth

 – Large STEM 
staffing markets

 – Well-established 
markets but 
with continued  
strong growth  
in staffing

Germany, the 
Netherlands, Japan 
 – Net fee growth 
of 18%* annually 
(CAGR) between 
2016 and 2019

 – Ensure our business 
operations are 
supportive of 
continued growth

 – Identify 
opportunities 
to consolidate 
market share

Strategic refocus

 – Mature and 
competitive 
staffing market

UK
 – Net fees declined 
9%* annually 
(CAGR) between 
2016 and 2019

 – Understand 
the strategic 
implications 
of a changing 
market dynamic

 – Refocus 
our execution 
strategy to take 
advantage 
of identified  
opportunities

Expansion strategy

 – A £111 billion 
market with circa 
4% growth

 – Key global  
hub of technology  
development

USA
 – We have a circa 
0.6% market share 
with net fee growth 
of 15%* annually 
(CAGR) between 
2016 and 2019

 – Ensure that the 
business is set 
up to support 
rapid growth

 – Identify areas of 
focus to ensure 
growth is directed 
and sustainable

* In constant currency.
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Our market
continued

Market trend

What it means for SThree
SThree’s ongoing strategic focus is weighted towards growing 
Contract, which attracts more active and creative people. 
In the STEM-related industries there is a wealth of fixed-term 
projects available and therefore the appeal of short-term 
and flexible work assignments is strong. These dynamics are 
favourable for SThree, hence the focus for the Group. We now 
have circa 11,000 contractors on assignment around the world.

The ‘gig economy’ also adds a layer of complexity to the hiring 
process, requiring a more focused and specialist service to 
ensure smooth transitions between roles. As a global business 
with a robust and scalable infrastructure and systems, we thrive 
on the added complexity that Contract working offers. We are 
able to support both our clients and candidates through all 
stages of the process in a structured way. 

We have actively remixed the business towards Contract

Flexible working becoming  
the future of the workplace
The ‘job-for-life’ or multi-year employment with one organisation 
is becoming less prevalent in today’s world. People now often 
prefer to work short-term contracts otherwise known as ‘gigs’, 
or project freelance work. These types of roles allow for greater 
independence and flexibility in their careers, giving them control 
over how much and when they work. People are also attracted 
to gig work as they value the opportunity to develop new skills 
in a relatively short timeframe. The result of this is that those who 
work this way have a higher frequency of role changes than 
ever before. 

The global ‘gig economy’ was estimated to be worth 
approximately £3.7 trillion in 20181. Gig workers are increasingly 
important for technologically-advanced companies. 
Businesses operating within STEM-related industries, where  
work is often structured as small projects with a relatively  
limited duration, are adopting more flexible approaches to 
recruitment to attract niche, specialist skill sets. 

Our clients around the world evolve their businesses in line with 
these new ways of modern working practices. They understand that 
they can diversify and attract a wider talent pool by presenting 
themselves as a flexible working environment which embraces the 
‘gig economy’. Companies which offer progressive and flexible 
working environments are able to attract the best young talent.

1 According to SIA study. 

4/5
The ‘gig economy’ appeals to four in five millennials and Gen Zs...

49%
and 49% would, if they had a choice, quit their current jobs  
in the next two years

42%
increase in Freelance contractors in EMEA expected in the 
next ten years
Source: Workforce Solutions Buyers Survey EMEA 2017

2008

2013
44%

56%

48%

52%

26%

74%

2019

Contract
Permanent
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Market trend

Emerging jobs and skills across STEM
With the emergence of AI, new scientific discoveries, and rapid 
technological advancement, the ways in which companies and 
people within them operate are evolving. Half of the emerging 
skills and jobs are centred on new technologies, e.g. a medical 
technology or programming language. The other half involves 
a new mix of skills that are proving to be increasingly relevant to 
the occupation, e.g. a software developer that can also carry 
marketing skills.

We are already seeing this trend having a big impact on the 
STEM labour market. On the one hand, it can reduce the need 
for certain types of roles, but on the other, it can result in the 
emergence of new professions. The addition of a single skill 
can dramatically change the way an occupation operates. 
The combination of broader skills into one role can often lead  
to an entirely new occupation.1

1 Based on the study by Emsi, 2017.

3/4
of execs believe digital is fundamentally  
changing their organisations
Source: Deloitte Digital Disruption Index

52%
since the year 2000, 52% of companies in the  
Fortune 500 have gone bankrupt, been acquired  
or ceased to exist because of digital disruption 
Source: HBR

1M
new jobs created by occupations related to STEM by 2022
Source: U.S. Bureau of Labor Statistics

What it means for SThree
We are particularly well positioned in this regard due to our 
long-term strategic focus on STEM-related industries, which are 
at the forefront of change and therefore strongly linked to new 
skills and roles creation. Career security has now replaced 
job security and staying ahead of emerging skills and newly 
relevant job titles is integral to our strategy planning.

In the coming years, we expect to see many more new types of 
roles that require both existing and newly developed specialist 
skills. This will definitely create higher levels of skill shortages. 
When there are skill shortages employers look to recruitment 
agencies to provide them with candidates. 

We frequently network with our clients and partner with 
industry associations to help us gain a deeper understanding 
of the emerging trends and industries that we operate within. 
We also have a dedicated marketing team that focuses on 
research and market analysis and produces insights catered 
to the vertical markets our consultants specialise in. This team 
enables our consultants to communicate the latest market 
trends and research findings to their respective candidates 
and clients, via job search seminars, networking sessions and 
industry conferences.

All put together, this helps us have exceptional insight into the 
skill sets the emerging roles may require, as well as where to 
source candidates with the relevant skills. 

SThree plc
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Our market
continued

50%
USA STEM salaries are 50% higher than average
Source: U.S. Bureau of Labor Statistics

45%
UK STEM salaries are circa 45% higher than average
Source: ONS

26%
German STEM salaries are circa 26% higher than average
Source: Destatis

Market trend

Attracting women into STEM
Job growth in STEM-related fields continues to outpace other 
industries. With increasing demand for skilled workers, and 
earning potential, STEM careers are expected to have great 
expansion prospects in the coming years. However, women 
remain under-represented in the STEM-related workforce; they 
make up only a third of the world’s STEM graduates.2 Getting 
more women into STEM careers requires a partnership among 
parents, educational institutions, government, industry, and 
organisations. Further progress will obviously benefit the women 
involved, and it will also help address a worldwide need for more 
STEM professionals.

2 According to NSF, Science & Engineering Indicators, 2018. 

What it means for SThree
As part of our sustainability efforts and building a future 
for communities we operate within, SThree leads a number 
of initiatives around the world to promote STEM-related 
disciplines among women. By encouraging more women into 
STEM, SThree is broadening its appeal to a much wider range 
of candidates. To achieve it, we invest in the development of 
science academies, coach teachers and role models how 
to talk about the STEM topics, what is great about them, and 
how to cultivate perseverance and scientific curiosity among 
young female students. One may succeed in teaching a girl 
how to do programming, but having an understanding of 
why it is powerful and interesting and great in itself remains 
a challenge.

35%
of all students enrolled in STEM-related fields were female
Source: UNESCO, 2018
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Market trend

What it means for SThree
Building for the future, embracing new technologies, is 
important to us, as it drives efficiencies and enhances the 
Group’s performance as a recruitment business. We continue 
to support innovations across the business, with an emphasis 
on driving value for our core proposition. We are investing in 
these areas and capitalising on trends to remain relevant to 
our customers in a new digital era. External horizon scanning 
helps us to support and develop disruptive innovations but also 
incremental improvements in ways of working.

To execute the development of new technology-driven tools 
we need to be data-capable and operationally agile. Part of 
our strategy involves our ongoing investment, combined with 
leading technical partnerships, in data analytics, to decipher 
insights from active and passive candidates alike, which will then 
assist us in identifying the best business opportunities and make 
our service offering more compelling. We believe our ability to 
harness data and analytics, and use of technology will continue 
to be a competitive differentiator going forward, as it enables 
our business to be scalable and agile, and supports evidence-
based decision-making.

Our approach to innovation is currently being reinvigorated 
across the Group. We aim to provide tools and resources, 
with appropriate delegated investment authority, to support 
innovations to be developed within the business.

Embracing technology in recruitment
The face of traditional recruitment is experiencing a significant 
transformation at the moment. The abundance of disruptive 
and incremental technologies is powering the current trends in 
recruitment, and can act as a key differentiator in service and 
efficiency. The automation of core recruitment processes reduces 
operational costs and enables the business to be scalable.

Online job boards, social media networks, online talent 
pools, video content and other digital profiles have hugely 
broadened the selection employers have to choose from. 
Candidates around the world are embracing higher levels 
of digital sophistication; they adopt technologies like 
video interviewing or online resumes. They view the digital 
recruiting approach as a straightforward, engaging and 
expedited process.

This shift also requires a change in service model and mindset 
among recruitment companies.

 – Sources of talent and candidates are likely to diversify, with 
increasing use of online platforms.

 – Client requirements for STEM talent may change rapidly 
as technologies are adopted, demanding a proactive 
understanding of their needs.

Recruitment companies need to showcase their ability to  
source a candidate while also offering an end-to-end, 
streamlined hiring solution. 

 – Use of AI has become a popular tool among recruiters to 
make informed decisions in shortlisting candidates.

 – Sourcing candidates via digital online boards and 
social media.

 – Adopting customised screening parameters to allow industry- 
and job-specific background checks.

SThree innovation approach

Identify
Gather innovations from  
within the business through  
an innovation portal

Test innovations for strategic fit, risk 
profile and investment requirements 
using a consistent framework

Support
Develop a robust business  
case and provide investment 
and resources

Develop innovation within 
the originating function, with 
cross-functional support 
coordinated centrally

Implement
Supported roll-out across  
the business once piloted

Benefits tracking to monitor the 
incremental impact of innovations
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Market trend

Growth in new business models 
The Employed Contractor Model (‘ECM’), where a skilled specialist 
is legally employed by SThree but works for the end client is 
already the model of choice in USA and becoming increasingly 
popular across Continental Europe. With employment litigation a 
key concern and a multitude of new workforce laws introduced 
in recent years, our offering has proven popular. This is due to 
our local expertise across our 70+ jurisdictions which provides 
clients with access to flexible, compliant resources for key projects 
and reduced complexity in the hiring and onboarding process. 
There are many other country-specific benefits to the model. 
For example, in USA there are particularly high risks relating to 
employment classification between temporary and full time 
staff, which if the regulations are not exactly followed can result 
in penalties or fines by the authorities. Clients can mitigate this 
risk by outsourcing employment of contractors to recruitment 
agencies, which take on the employment obligations around 
taxes and employee insurance. Across certain European territories, 
it is particularly difficult to terminate full time employees and using 
the ECM carries significantly reduced employment obligations 
for employers. 

What it means for SThree
Freelance contractor is our core Contract offering, a 
dominant model in USA and Continental Europe, where 
we experience high client demand for the ECM. Our scale 
provides coverage to our clients, who increasingly need 
our help to navigate through ever-increasing regulatory 
landscapes. SThree identified the potential of the ECM in  
2016, and has already rolled it out in several regions where  
the ECM is a recognised model for STEM specific profiles,  
e.g. in USA, Continental Europe, Australia and Singapore. 
The ECM represents a huge opportunity for us; it brings 
attractive margins, circa 40% higher than in the Freelance 
contractor model, and enables us to add to our candidate 
database and offer our clients a broader portfolio of talent. 
SThree has the scale and specialist knowledge to be able 
to deliver the ECM globally, providing this solution to different 
business challenges faced in each location. SThree is able 
to support our clients through the sourcing, screening, 
onboarding and by providing the ongoing payroll, benefits, tax 
deductions and relevant insurances for our ECM placements.

Our market
continued

Freelance contractor
 – Seasoned contractor
 – Business to business relationships
 – Dominant model in UK and Continental Europe

Employed contractor
 – Rolled out model in USA, Continental Europe, Australia 
and Singapore

 – Mitigates legislative risks for clients
 – Attractive margins, circa 40% higher than Freelance contractor

c.40%
ECM CAGR 2013 
to 2019

Growth in Employed contractors

Employed contractor  5%
Freelance contractor  95%

2013 2015 2019 
Employed contractor  12%
Freelance contractor  88%

Employed contractor  23%
Freelance contractor  77%
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Changing nature of work in Japan: Challenges of 
handling the workplace expectations of Millennials  
in the Japanese market
Many established businesses  
across Japan are struggling to  
attract the best young talent as  
older ways of working clash with  
modern day expectations.

Many Millennials now expect to 
contribute in a more meaningful way 
by expressing their ideas and carrying 
out tasks that are more complex. 
Most importantly, they want to see a 
direct link between their output and 
the impact it has on the businesses for 
which they work.

For many Millennials, the work 
environment is now more important 
than what the company actually does. 
Attitudes towards smaller businesses  
are changing. In the past, working in 
start-ups was deemed as risky and it  
was those businesses that found it 
difficult to attract candidates. 

Only 10 or 20 years ago, everyone 
wanted to work for the big-name 
businesses. The tables have turned, 
however, and now little-known start-ups, 
which offer progressive and flexible 
working environments, are able to 
attract the best young talent.

Furthermore, owing to the Japanese 
work style reforms that resulted in stricter 
legislation for female representation  
and flexible working arrangements, the 
bar of expectations has been raised 
amongst Millennials. Businesses found 
themselves under pressure to review 
their ways of working.

These major changes have  
made talent acquisition more 
competitive than ever before.

Sticking with tradition
The reforms of the Japanese 
Government are in line with Millennials’ 
expectations, however, traditional 
working practices are so culturally 
ingrained that some Millennials are 
still conforming to the ‘old-world’ 
working culture, where age and 
hierarchy matters. 

This has led to a real polarisation 
among not only different generations 
but also among Millennials themselves, 
who are stuck between two worlds and 
feel, they must choose which route 
to follow. 

That is why it is so important that 
recruiters and hiring managers  
do not pigeonhole people based  
on their generational group.

Adapting approaches  
to attract Millennials
Not only traditional businesses have  
to deal with higher expectations  
and cultural changes in Japan.

Recruitment businesses, such as ours, 
have to adapt their approach to 
overcome potential clashes between 
new candidate expectations and 
traditional ways of working. 

We recognise that we have to be  
more forward-looking in the way we 
consider candidates. It is part of our 
strategy to evolve our business in line 
with modern ways of thinking.

Rather than just being focused on 
skills and education, it is crucial that 
we think about a candidate’s quality, 
i.e. their character, cultural fit, whether 
they expect a traditional or progressive 
working environment, and whether they 
fit with the business’ values.
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Market trend

Continued macro-economic uncertainty
Geo-political uncertainty, be it from trade wars, Brexit impacting 
exchange rates, or a general global slowdown, has caused 
business confidence to decline. 

This decline is evidenced by British companies announcing 
plans to shelve investments, delaying hiring, or even indicating 
their intentions to shift their operations abroad. Given the 
importance of the UK’s economic relationship with the European 
Union, growth in key Continental European markets softened 
during the year.

An effective response by policymakers continued to protect 
the economy from the impact of political turmoil. The Bank of 
England has chosen to raise rates only very gradually since 
2017, with a similarly slow pace expected over the next few years. 
The UK Government has relaxed fiscal austerity via tax cuts and 
extra public spending.

What it means for SThree
We are a globally diversified business. A key part of our strategy is 
our international business. We continued to invest in markets where 
we see the greatest growth, such as USA and Asia Pacific & Middle 
East while remaining mindful of the weaker macro-economic 
conditions seen in much of Continental Europe and UK&I.

Notwithstanding the macro-economic uncertainty, demand 
for quality talent in STEM markets remains strong. This is due to 
ongoing demographic shifts, an ageing workforce and relatively 
high churn, as candidates move to update skills, all of which 
results in a shortage of specialist talent. 

Our business is resilient
Adjusted operating profit tripled over the period, despite a number of shocks in key markets

Our market
continued

US/China trade 
war Brexit 
uncertainty

Brexit 
referendum/ 
Trump elected

Oil price crash – 
Dec 40% lower 
than June

US tarriffs
imposed

Strong growth 
in Eurozone

2013

£21.0m

£29.8m

£41.5m £41.3m
£44.9m

£53.9m

£60.0m

2014 2015 2016 2017 2018 2019

Contract   56%
Permanent  44%

Contract   67%
Permanent  33%

Contract   74%
Permanent  26%
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Progress against our strategy – how  
we address our immediate Group 
priorities to set the conditions for 
continued sustainable growth.

1.  Grow and extend regions,  
sectors and services 

Key performance indicators we track
 – Revenue
 – Net fees
 – Contract margin
 – Adjusted profit before tax

What we said we would do
 – Target growing sectors in attractive geographies (Continental 
Europe, USA and Japan). 

 – Continue to maximise opportunities in Technology, Life 
Sciences, Energy & Engineering sectors.

 – Expand our Employed Contractor Model to create new 
opportunities for our Contract business in Continental Europe 
and USA.

 – Selectively trial additional services, including the enhanced 
contract services, e.g. delivering high-level employment 
solutions that supplement clients’ existing workforce 
requirements and staffing compliance.

Challenges and opportunities in 2019/ 
Market trends that influenced our progress in 2019
 – STEM is at the heart of the Fourth Industrial Revolution.
 – Across all territories, STEM employment is growing more 
quickly than the wider economy.

 – Expansion is being driven by a range of factors, including 
investment in tech-driven disruptive business models. 

 – Clients’ demands and changes in regulation are leading 
to hybrid employment models, such as the Employed 
Contractor Model (‘ECM’).

Our strategy
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Our strategy
continued

2.  Develop and sustain  
great customer relationships 

Key performance indicators we track
 – Year-end sales headcount/churn
 – Customer net promoter score (‘NPS’)

What we said we would do
 – Use NPS to drive improvements in our processes and 
behaviours to improve customer experience. 

 – Continue to update and improve Workflow. 
 – Continue to educate our people on the importance  
and value of positive customer relationships.

Challenges and opportunities in 2019/ 
Market trends that influenced our progress in 2019
 – Emergence of new technologies such as AI, Big Data,  
security, or digitisation enables us to access niche STEM 
candidates and fulfil our client demands.

 – Our network of candidates enables us to gain a deeper 
understanding of the market place, which in turn allows  
us to service our clients in the best possible way.

What we did in 2019
 – Filling technically specialised assignments requires insight  
into the clients’ industries. Accordingly, we created a 
dedicated marketing team focused on market analysis, 
producing insights for our customers.

 – Customer-first mentality adopted by every individual at SThree.
 – We continued to drive the right behaviours by monitoring our 
NPS score (2019: 44, 2018: 42).

Delivered through
 – Our clients
 – Our candidates
 – Our people

Link to remuneration
 – Improvement in candidate NPS and developing the most 
effective organisational design for SME, Managed Service 
Provider and Key Account Customers are two out of four 
shared strategic objectives for the calculation of annual 
bonus for Executive Directors in 2019.

R

What we did in 2019
 – We are encouraged by our global footprint, where 86% of our 
net fees were generated outside of the UK.

 – We continued to invest in our international businesses where 
we saw the greatest growth such as in USA and Japan.

 – Despite facing economic instabilities in the UK and weakening 
market conditions in Continental Europe in 2019, due to the 
demand for STEM skills, Group net fees grew 5%* in 2019.

 – Our ECM model, that delivers exceptional contractor 
experience, continued to scale. In 2019, nearly 23% of Group 
net fees were generated by this model. We are well placed to 
explore this further in the right markets.

 – In USA, we successfully piloted an Enhanced Employment 
Service offering to our Engineering sector customers. We are 
encouraged by this outsourcing model, priced at a significant 
premium to a standard Freelance contractor model. 

* In constant currency.

Delivered through
 – Our clients
 – Our candidates
 – Our people

Link to remuneration
 – Adjusted profit before tax, adjusted operating profit conversion 
ratio are financial metrics/measures for the annual bonus for 
Executive Directors.

 – Adjusted basic earnings per share and relative net fees 
growth, are financial metrics/measures for the LTIP for 
Executive Directors.

R
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4.  Generate revenues  
through innovation and M&A 

Key performance indicators we track
 – Revenue
 – Net fees

What we said we would do
 – Pursue investment in tech-driven disruptive service/product 
offerings, where we see a good strategic fit, e.g. HireFirst.

Challenges and opportunities in 2019/  
Market trends that influenced our progress in 2019
 – Investing for the future is important to us, and we are  
focusing on the areas that will drive growth going forward.

 – In all geographies, where SThree operates, STEM staffing 
markets are highly fragmented. To manage these growth 
opportunities data analytics is increasingly being used to 
allocate capital/consultants.

What we did in 2019
 – We continued to channel the Group’s investments to areas 
that derive the most value, with an aim to improve efficiencies 
across the organisation.

 – At the Group level, economic value models were deployed to 
assess the value of individual projects and revenue streams. 

 – Using data analytics to drive decision making lead the DACH 
team to develop a tool that enables them to identify the most 
attractive industry or skill sets to invest into. We look to roll this 
out across the business in the next 12-18 months.

 – HireFirst is now operational in France and we continue to invest 
in this proposition for growth.

Delivered through
 – Our business partners
 – Our people

Link to remuneration
 – Revenue generation from new product lines remains a 
strategic objective under currently running LTIP awards.

R

3.  Focus on Contract, drive  
Permanent profitability 

Key performance indicators we track
 – Contract/Permanent mix
 – Contractors
 – Adjusted basic earnings per share (‘EPS’)
 – Adjusted operating profit conversion ratio
 – Cash conversion ratio

What we said we would do
 – Continue this strategy in 2019, with any new offices expected 
to be a Contract-led proposition.

Challenges and opportunities in 2019/ 
Market trends that influenced our progress in 2019
 – Concentration on specialist STEM roles ensures sustainable 
gross margins.

 – Growth in flexible contract employment is accelerating 
across multiple geographies, especially within STEM 
industrial verticals.

 – Increase in flexible working, rapid growth in tech-related 
employment play to our strengths.

 – STEM focus and geographical mix provides us with an 
excellent platform for growth. 

What we did in 2019
 – Our strategic focus on Contract continued to deliver growth 
across key sectors and geographies, with Contract having 
higher consultant productivity compared to Permanent.

 – Contract accounted for 74% of Group net fees in 2019. 
 – Despite toughening market conditions in the second half  
of 2019, overall our Contract business grew 8%* over the last 
year. It grew in all our geographies except for the UK&I, and 
across all our sectors except for Banking & Finance.

 – Contract candidates continued to deliver some 40% higher 
lifetime value vs Permanent candidates. This reflects candidate 
day rates, commission levels and the high prevalence of 
contract extensions.

* In constant currency.

Delivered through
 – Our candidates
 – Our people

Link to remuneration
 – Development of a scalable Global Operating Model for 
SThree’s Employed contractors and optimisation of the 
portfolio through vertical market mapping are two out of 
four shared strategic objectives for the calculation of annual 
bonus for Executive Directors for 2019.

R
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Our strategy
continued

Delivered through
 – Our business partners
 – Our people

Link to remuneration
 – Adjusted profit before tax and adjusted operating profit 
conversion ratio are financial metrics/measures used for the 
calculation of annual bonus for Executive Directors.

 – Adjusted earnings per share and relative net fees growth, are 
financial metrics/measures for the LTIP for Executive Directors.

R

5.  Build infrastructure  
for leveraged growth 

Key performance indicators we track
 – Total shareholder return (‘TSR’)
 – Adjusted operating profit conversion ratio
 – Consultant yield

What we said we would do
 – Continue to open new offices in our focus markets,  
e.g. Nuremberg or Hanover in Germany.

 – Deploy our marketing technology so that we can improve 
outbound communication.

 – Continue to maximise office occupation rates and look into 
the use of more flexible space to do this.

 – Complete the stabilisation within the new Centre of Excellence 
in Glasgow and initiate our Get Well plan.

Challenges and opportunities in 2019/  
Market trends that influenced our progress in 2019
 – Clients and candidates are continually demanding higher 
levels of service.

 – The evolving complexities of employment legislation  
and regulatory compliance require a sophisticated  
de-livery platform.

 – World class infrastructure provides us with a platform to 
support substantial further growth.

What we did in 2019
 – The Centre of Excellence in Glasgow is now fully functional, 
delivering services to all our geographies and markets. 
It provides us with a scalable platform and processes that  
we continued to invest in to improve efficiencies.

 – In line with our strategy, we continued to invest in the right 
markets and geographies, improving office occupancy.

 – We opened two new offices in DACH (Nuremberg 
and Hanover).
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Delivered through (as per critical success factors)
 – Our HR team
 – Our people

Link to remuneration
 – Churn targets are also set for the 2019 LTIP awards.

R

6.  Find, retain and develop great people 

Key performance indicators we track
 – Net fees
 – Year-end sales headcount/churn
 – Female representation in key sales roles
 – Employee net promoter score (‘eNPS’)

What we said we would do
 – Continue to measure eNPS half-yearly and use this information 
to identify the subjects that matter most to our employees.

 – Complete the roll-out of the new Velocity career framework 
and customer delivery model.

 – Continue to develop our future female leaders.
 – Continue embedding our Operating Principles in Company 
culture, so that employees are clear on how to provide an 
outstanding customer experience. Emphasise our Leadership 
Principles, ensuring that our working environment is entirely fair 
and inclusive.

Challenges and opportunities in 2019/  
Market trends that influenced our progress in 2019
 – Appointment of a new Chief People Officer in April 2019.
 – Appointment of a new Global Head of Learning & 
Development in August 2019.

What we did in 2019
 – Continued to measure engagement through twice-yearly 
eNPS survey, running focus groups and building clear action 
plans to address key issues. Global employee engagement 
champions help to maintain focus and momentum. 
Evaluated market to identify a new engagement survey 
platform to enable a more agile and improved understanding 
of the employee experience.

 – Developed and delivered new Sales Leadership and Sales 
Management development programmes – equipping 
individuals with the skills and techniques to effectively lead 
and manage their teams. Undertook a review of our Top 
20 Talent to identify strengths and development needs. 
Continued re-enforcement of the Operating Principles and roll-
out of new Leadership Principles.

 – Roll-out of global ‘Town Halls’ providing a platform for Senior 
Executive Team to highlight their individual strategies and 
allow employee Q&A. Each Town Hall attracted a global 
audience of 1,000 colleagues. 

 – Work with external reward specialists to evaluate reward in 
UK&I and USA.

 – Better engaged with our employees, including via our 
dedicated Non-Executive Director with feedback reviewed by 
the Board.

 – Focus on employee turnover with Heads of HR implementing 
targeted action plans for each region.
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Our new strategic pillars

1.  Leveraging our position at the  
centre of STEM to deliver sustainable 
value to our candidates and clients

What does it involve
 – Being at the centre of STEM, we provide the most  
valuable asset to a company, its people. We truly  
partner with our clients to bring skilled people to help 
them build the future.

 – Understanding the market dynamics, specialised 
niches and skill needs of businesses operating within 
these markets.

 – Ability to find and curate great talent.

What does it involve
 – Being at the forefront of embracing new technologies that 
are disrupting and transforming the recruitment market. 

 – Enabling our platform business to grow by investing 
in systems and processes, which are sustainable 
and scalable.

2.  Create a world class operational 
platform through data, technology 
and infrastructure

Initiatives and immediate priorities for 2020
 – Use our unique position of being a pure play STEM talent 
recruiter to provide our clients and candidates with 
insights into the changing nature of work, and with the 
access to the best specialist skills. 

 – Develop strong candidate communities in skill shortage 
markets and leverage our position as the only STEM 
talent provider. 

Initiatives and immediate priorities for 2020
 – Embrace new technologies to drive efficiencies and  
scale across our platform business and support our 
delivery to customers.

 – Enhance and utilise our internal and external data points 
to ensure we have the right people in the right markets.

 – Enhance our capabilities to build first class 
global operations.

From 2020 we will focus on executing 
across four new strategic pillars. They 
serve as guideposts of how the business 
will be driven forward, and reflect how  
we will build upon our unique position  
in the market.
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What does it involve
 – We already have successful business in the most 
important STEM markets. Delivering STEM talent in our key 
geographies with the right people, data and technology 
to achieve our long-term ambitions is critical to us.

 – Our scale allows us to deliver this offering across the 
globe, in an increasingly complex regulatory environment 
for our clients.

What does it involve
 – People are truly the lifeblood of SThree. The entrepreneurial 
spirit that is embedded in our culture underpins SThree’s 
ongoing success.

 – Teams across our organisation have wide breadth and 
depth of skills, whether found in our experienced, long-
tenured people or those who have joined us from the 
outside. Retaining and attracting highly talented and 
motivated individuals is at the forefront of our minds.

3.  To be a leader in the markets  
we choose to serve

4.  Find, develop, and retain great people

Initiatives and immediate priorities for 2020
 – Continue to improve our strategic approach to deliver 
STEM talent in our key geographies.

 – Maximise our position to develop a deeper understanding 
of the market dynamics by understanding and flexing to 
current trends.

 – Deliver a complete service to our clients and candidates 
through our Freelance and Employed contractor 
models, and Permanent solutions, by removing the 
complexities of hiring and mitigating risks of local 
employment regulations.

Initiatives and immediate priorities for 2020
 – Engagement across the Group with a focus on:

 – people communication
 – engagement surveys
 – employee value proposition
 – shaping culture with a focus on defining culture and 
values, diversity and inclusion.

 – Continue to develop talent with a focus on:
 – further expanding our Learning &  
Development interventions

 – talent management and succession planning
 – talent acquisition.

 – Review organisational design with a focus on job 
evaluation and levelling.

 – Review reward and recognition structure and strategy.
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Our business model 

We bring skilled people 
together to build the 
future; this is at the heart 
of everything we do.

We source and place the 
single most valuable asset 
for our clients: people.

Why we exist How we generate fees

Our platform dynamics enable us to 
operate at scale, building best practice 
once and scaling it multiple times. 
Ours is primarily a recurring revenue 
business model which is powered by our 
relationships with clients and contractor 
candidates alike. We earn fees from 
our clients when a contractor delivers 
service. While this is our focus we also 
have long-standing expertise in delivering 
Permanent placements, where fees 
are charged as a percentage of the 
candidate’s salary when a candidate is 
placed with a client. With contractors we 
invoice clients on an ongoing basis for the 
duration of the contract, with the Group 
paying contractors and retaining a portion 
of the amount charged as a service fee. 
Our weighting towards Contract allows for 
a predictable, stable revenue stream that 
is likely to continue in the future.

How we operate
We are the only pure play global STEM 
specialists in recruitment operating 
primarily through our four largest 
specialist brands: 

 – Computer Futures (Technology) 
 – Progressive (Energy & Engineering) 
 – Huxley (Banking & Finance) 
 – Real Staffing (Life Sciences).

Our client base is diverse with over  
9,000 small- to large-sized companies. 
We are a major player in the Technology, 
Life Sciences, Banking & Finance, and 
Energy & Engineering sectors.

Our culture
Our culture is defined by three 
Operating Principles: 

 – Build trust 
 – Care then act 
 – Be clear then aim high 

Our Operating Principles underpin  
our Purpose, Vision and Strategy by 
focusing all our people on the best 
possible behaviours to succeed. 

The active move towards contract

2019

Three options to service client needs:
1. Employed contractor
 – Employed and paid by SThree and 
contracted out

 – Recurring fees for the duration of 
the contract

2. Freelance contractor
 – Self-employed and paid by SThree
 – Recurring fees for the duration of 
the contract

3. Permanent
 – Employed and paid by client
 – One-off fee

2008 2013

Contract (flexible working) is particularly 
well suited to STEM recruitment markets, 
with shift towards increased use of 
contingent workforces, propensity of 
organisations to outsource recruitment, 
rapidly growing societal preferences 
towards flexible working arrangements, 
and shorter job tenures among Millennials. 

Economically, Contract placements 
provide for higher (on average nearly 40% 
greater1) lifetime value and profitability 
than Permanent equivalent.

1 Based on SThree internal data 2019; compares net 
fees generated from one temporary contract over 
the average 42 weeks contract term vs permanent 
placement fee.

Contract
Permanent

52% 56%

Employed contractor 23%

Freelance contractor 51%

74%
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SThree

Contractor starts

Initial contract £10,200 net fees

First extension £6,800 net fees

Second extension £4,200 net fees

Total £21,200 net fees (42 weeks)

Contractor finishes

The business is weighted towards 
Contract for the following reasons:

 – Particularly suited to STEM 
staffing market

 – Economic case – higher lifetime  
value and profitability

 – More predictable and visible earnings
 – High barriers to entry
 – Growth in new business models
 – Resilient in uncertain markets and 
strong as markets improve

 – Underpins dividend

Temporary staffing revenue

89%
89% of staffing revenue in 2018 was 
temporary staffing, of which 42% relate  
to professional staffing.

(Global Staffing Industry Analyst estimate May 2019)

Rise in freelancers

42%
Freelancers in EMEA are expected to 
increase by 42% in the next ten years. 

(Workforce Solutions Buyers Survey EMEA 2017)

Why we focus on Contract

The value of Contract

40%
Contract lifetime value is circa 40% 
greater than Permanent equivalent. 

(SThree internal data 2019)

Higher lifetime value and profitability

50%
Contract consultants produced circa 50% 
more lifetime value per month in 2019.

(Example is in SThree internal constant currency rates and 
is based on 2019)

High barriers to entry:
There are two barriers to market entry: 
know-how (regulatory and compliance 
expertise) and cash requirements.

1. Know-how
 – Experienced team with circa 20 
professionals across key markets

 – Well placed to benefit, as client and 
candidate flight to quality 

 – Scale and global reach advantage
 – Tech infrastructure and platform to 
serve contractors

2. Cash requirements

£10,000
SThree must spend £10,000 pre-funding 
each contractor for four months until  
the Group payback period begins.

More predictable and visible earnings
In times of macro-economic uncertainty, 
Contract is more resilient than Permanent 
as companies tend to defer long-
term commitments.

Rise in contractor orders

15%
The contractor order book has a CAGR  
of 15% over the past four years.

What we’ve implemented to make  
it happen
 – First stage of onboarding for all 
global candidates is now automated

 – Ongoing journey post placement  
on permanent is now automated

 – 2020 – automation of post 
placement journey for all contractors 

The impact that has had
1  A standardised and scalable 

service for all candidates
2 Reduced starter drop out rates
3 Increased candidate stickiness
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Our business model  
continued

We collect a wealth of 
insights about candidates 
and clients’ preferences 
across all regions and  
local markets.

We have expertise in sourcing niche skills 
and difficult-to-find candidates in all our 
chosen markets and sectors. As a global 
business with a truly diversified mix of 
exposures across multiple geographical 
regions, we are ideally placed to provide 
our clients with insights as to changing 
work patterns and with access to the best 
candidates with specialist skill sets.

We collect the data by building and 
cultivating direct business relationships 
with our clients, candidates and business 
partners. The breadth of this data 
supports our strategic decisions, allowing 
us to continue to develop and adapt 
our service-proposition to local needs 
and conditions.

Over the years, we have evolved the 
way we work and deliver our services 
in line with the global mega-trends, the 
idiosyncrasies of different localities, and 
the particular regulatory requirements of 
different countries.

What makes it work: We’re informed by  
market intelligence

We have global reach

The Group is becoming increasingly 
global, but at the same time specialises 
at a local level. We can source the right 
people for clients in multiple territories 
whilst also understanding the nuances 
and dynamics of each individual market. 
These include legislative requirements 
where our local knowledge can help 
us to advise clients on choosing 
the right contracts and also help 
successful candidates navigate the 
necessary requirements. 

Net fees by geography

Continental Europe 58%
USA 22%
UK&I 14%
APAC & ME 6%
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The availability of skilled and motivated 
candidates to meet client needs is 
essential to our business growth as well 
as being crucial to economic prosperity. 
Supported by our own bespoke tools 
and market-leading sourcing techniques, 
we source high-quality candidates 
seeking new opportunities. High-quality 
candidates often have multiple years 
of experience and often have niche, 
valued skills.

Niche STEM talent
 – Specialist roles, highly candidate focused
 – Global team working together to 
interact with and build out the 
candidate community:
1.  Digital targeting and retargeting of 

niche and passive STEM talent with 
thought leadership content relevant 
to their specialism

2.  Gated content allows us to capture 
data and begin nurturing passive/
niche talent

3.  Multichannel campaigns to engage 
niche talent into communities

The Science, Technology, Engineering  
and Mathematics (‘STEM’) fields are 
at the forefront of change across the 
developed world and societies.

STEM represents a significant and 
growing opportunity. The Fourth Industrial 
Revolution centred on technological 
solutions is set to continue, mainly in USA 
and Europe, but spreading rapidly across 
the globe.

The focus and spend on STEM is growing 
both in STEM industries and non-STEM 
industries as customers embrace 
technological change.

On average our contractors stay in their 
roles for 42 weeks.

In our mature and competitive market 
our speed of placement is an important 
differentiator. We fill technology roles in  
an average of two and a half weeks.

We are pure play 
specialists in STEM 
recruitment with a  
diverse client base

We attract scarce and 
highly skilled candidates

Mainstream STEM talent
Higher volumes of roles, a combination  
of candidate and client focus.

 – Local teams working together to build 
the most comprehensive network of 
talent available in the marketplace:
1.  Market specialist consultants, 

building up the largest networks 
of talent through utilisation of our 
database, external networking, social 
media and advertising platforms

2.  New applications come into our 
platform via our website and other 
advertising platforms, and existing 
members of the network are 
constantly refreshed

3.  Candidates then enter the 
recruitment process for a role/
assignment

A multi-brand, sector approach enables 
us to connect with highly qualified 
candidates across the Netherlands.

Every brand has tripled its LinkedIn 
followers since 2016.

Split by sector Split by client How we attract STEM talent 

Technology 45%
Banking & Finance  11%
Energy & Engineering 21%
Life Sciences 20%
Other 3%

Large Enterprise 18%
SME to Mid-Size 82%

Number of 
LinkedIn followers 715,000
New STEM candidate applications 
in the last 12 months 1.4 million
Visits to our websites in 
the last 12 months 1.7 million
STEM specialists on 
our database 4 million
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Our business model  
continued

Fund organic 
growth
Support organic  
growth by investing in:

 – Sales headcount
 – Contractor growth
 – Systems, marketing 
and operations

Maintain  
a strong 
balance sheet
Assess potential 
M&A opportunities.

Deliver a 
sustainable 
dividend
With a cover between 
2.0x and 2.5x.

We have a clear and 
disciplined approach to 
cash and a strong track 
record of cash generation

Our priorities for uses of free cash flow

We have a strong track record of cash generation

2014 to 2019
Operating profit to free cash flow conversion

Uses of free cash

Operating
pro�t

Non-cash
items

Working
capital

Operating
cash �ow

Tax paid Interest Free 
cash �ow

£271.4m

£54.8m (£61.9m)

£264.3 (£66.7m)

(£3.4m) £194.2m

Other movement

£108.0m
Dividends

£17.3m
LTIPs/tracker 
shares

£26.3m
Restructuring

£36.5m
CAPEX
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We use technological 
innovation

The recruitment industry is being 
profoundly impacted by new 
technologies and changing customer 
expectations. In such an environment, 
we drive our success through our ability 
to innovate, harness the Fourth Industrial 
Revolution by leveraging technology to 
streamline our operations and improve 
customer experience, and help us stay 
relevant in the long run. We hope this 
would make collaborating with us more 
efficient for our clients and candidates, 
and that it will motivate them to deal  
with us in future and to recommend us  
to other prospective customers.

To help meet our customer expectations, 
we utilise tools that allow us to fine-
tune services. We monitor customer 
satisfaction by commissioning an annual 
survey (customer net promoter score) of 
more than 20,000 customers. We analyse 
customer feedback and tailor our service 
to individual needs.

We operate responsibly

We support and shape sustainable 
and responsible growth and job 
creation. Whether through community 
development, diversity programmes 
or climate leadership, we know that 
pursuing outstanding corporate 
citizenship creates value not only for 
our business but also for our employees 
and the communities where we live 
and work. We invest in public and 
private initiatives, whereby we help the 
underprivileged move into meaningful 
careers, which brings a wide range of 
societal benefits including self-worth, 
productivity and economic growth. 
In 2019, we contributed over £210,000 to 
community programmes.

We also understand that we must 
support the wider system in which  
we operate to achieve long-term 
profitability. We foster communities to 
retain and develop candidates for 
specific skill areas.

We established the SThree Foundation 
to diversify and grow the STEM talent 
pipeline in the long-term sustainability 
of the sector. The foundation supports 
people from diverse backgrounds on the 
path to a STEM career, both meeting our 
need to source future candidates in our 
key markets and driving employability 
and economic growth within the 
communities most in need.
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How we are building the future

Our purpose of bringing people together 
to build the future embeds environmental, 
social and governance considerations  
into our business model. 

The following pages explain how we are 
building the future.

Candidates 

4M
STEM specialists in our database

1.7M 
visits to our websites in the last 12 months 

1.4M 
new STEM candidate applications in the last 12 months

715K 
new followers on LinkedIn

Key outcomes

SThree plc
Annual Report and Accounts 201948



Local communities 

4,365 
people engaged in STEM projects funded  
by the SThree Foundation 

2,490
hours of volunteering in our local communities
 

£157K 
raised for good causes that achieve the SDGs  
including our partner, the African Science Academy

Environment 

B 
score in the Carbon Disclosure Project 
Finalist APSCO Awards for Excellence CSR Initiative  
of the Year 2019

Clients 

44
NPS score

20,000+ 
new placements in 2019 (through the work of talent we recruit 
and place, we partner with our clients to build a better future)

Employees 

38
eNPS score
 – Employer of choice in Germany
 – Well-equipped internal recruitment team to deliver  
required growth and quality service

 – Ongoing improvements across business, to ensure  
a fair and inclusive environment

4% 
increase in female leadership since 2018
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How we are building the future
continued

The SThree principles express who we are and what we stand  
for. They capture the individual and collective behaviours that 
we expect from everyone who works for us.

Across our business we operate through our key Operating 
Principles, which underpin our approach to working with 
customers, suppliers, investors and local communities:  
Build trust, Care then act, Be clear then aim high. 

We conduct our business by behaving responsibly and with 
integrity, and by building strong and trusting relationships with 
our clients, candidates, people and community organisations, 
with which we collaborate on having a positive impact. 

As a Group, we are committed to sustainability. We care, we 
listen and we collaborate on solutions that ensure we are a 
sustainable business which empowers sustainable communities. 
By concentrating on what we do best, we can ensure that we 
are building the future for our people, our communities and 
the environment. We encourage employees to utilise paid 
volunteering leave to develop skills, diverse thinking and drive 
a career with purpose. We contribute to causes that have a 
demonstrable link to our business; this includes employability 
and raising aspirations, empowering communities to solve 
challenges with STEM solutions, diversifying the STEM talent 
pipeline, and carbon offsetting to strengthen renewable energy 
offerings in developing countries.

We have also created a positive and inclusive working 
environment, where each and every employee shares our 
common principles.

We foster our culture through governance and 
incentivisation structures.

Building the future through  
our culture and principles

We implemented a number of policies and procedures, 
including our Code of Conduct, which covers business conduct 
and compliance issues, including bribery and corruption.

We deploy policies and procedures that are consistent with 
our Code of Conduct, including our Equal Opportunities Policy, 
which ensures a working environment in which all individuals 
are treated with dignity and respect, free from discrimination 
or harassment, and in which all decisions are based on merit; 
our Anti-Corruption and Bribery Policy, which enforces effective 
systems to counter bribery; our Sustainability Policy which 
mitigates our negative impact on an environment, and our 
process to monitor the Group’s supply chain to mitigate risks 
of slavery and human trafficking. We mandate that our clients 
and certain vendors undergo training on our policies and 
procedures and agree to permit us to audit their practices and 
compliance in accordance with our policies and procedures.

We monitor our culture by taking regular eNPS surveys, acting as 
a sounding board for our leaders and employees and helping 
implement important changes that affect our culture and our 
people. This ensures our people have a voice to give feedback. 

We continue to develop more platforms for employee input 
and feedback including project teams, focus groups, internal 
communications and manager training.

Corporate responsibility
More information about our culture, people, health and safety 
initiatives, stakeholders, greenhouse gas emissions and what 
we do to preserve the environment is included in our Corporate 
Responsibility Report, which is available on our website at 
www.sthree.com/en/about-us/csr/.
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Monitoring and reviewing the 
outcome of sustainability policies  
by the Board
The Board is responsible for the long-term success and 
the delivery of strategic and operational objectives. 
Our sustainability commitments are regularly monitored 
and evaluated by the Board. The Board pays due regard 
to environmental, health and safety and employment 
responsibilities, and devotes appropriate resources to 
ensure the Group’s policies are upheld. 

The Board monitors the effectiveness and reviews the 
implementation of all our sustainability policies, regularly 
considering their suitability, adequacy and effectiveness. 
Any improvements identified are made as soon as possible 
to ensure all of our people have access to any additional 
information and support they may require with regard to 
human trafficking, forced labour, servitude and slavery. 

Internal control systems and procedures are also subject to 
regular audits to provide the Board with the assurance that 
the policies are effective in countering bribery, corruption 
and any other examples of malpractice.

The Board is also supported by the Corporate Social 
Responsibility Committee, to whom certain responsibilities 
have been delegated, to safeguard the development, 
and adherence to the internal procedures and systems, 
developed to pursue the Group’s ethical, social and 
environmental goals.

Corporate Social Responsibility (‘CSR’) Committee
The CSR Committee is responsible for the development 
and implementation of our sustainability strategy as well  
as analysing social and environmental external trends  
and their impact on the business.

The CSR Committee, which includes our Chairman 
and CEO, reviews and identifies risks associated with 
sustainability, reports to and advises the Board on the 
management of these matters. The CSR Committee 
monitors and reviews progress in achieving the targets 
set for CSR initiatives, and ensures we are ahead of 
environmental compliance.

Key activities during the year
 – Four CSR Committee meetings to review sustainability 
initiatives, impact and risks reported to the Board. 

 – Two ESOS site visits and audits to identify energy saving and 
carbon reduction opportunities.

 – Engaging 100 internal CSR Champions in delivering 
local impact.
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How we are building the future
continued

Our Operating Principles and Code of Conduct provide  
the foundations on which SThree’s standards are built. Our  
Operating Principles represent the qualities and behaviours we 
wish to see demonstrated throughout our business practices:

 – Build trust
 – Care then act
 – Be clear then aim high

Our Code of Conduct sets out clear expectations of how to 
conduct business in an ethical and transparent way, without 
compromising integrity and professionalism. These promote:

 – ethical handling of actual or apparent conflicts of interest
 – compliance with applicable governmental laws, rules 
and regulations

 – complete, accurate, fair and balanced disclosure in reporting
 – prompt internal reporting of violations.

Ethical business practices are embedded into every aspect of 
our operations and are demonstrated through our approach 
to having respectful relationships with customers, suppliers, 
governments, communities and employees who share our values. 

Ensuring candidates are placed within a fair and ethical 
workplace is a fundamental pillar in the recruitment process. 
We have a responsibility to all candidates we place to ensure 
that they are not subjected to bribery, corruption, exploitation, 
forced labour or modern slavery at the companies they join. 
Implementation of this is ensured through extensive training  
and the continuous education of our people.

Building the future with  
ethical business practices

Ensuring compliance with  
s414CB of the Companies Act 2006
Although not fully inclusive of everything we do in this area  
the following key themes demonstrate the policies we currently  
implement and monitor in this area:

Related policies Key themes Implementation Due diligence Reporting

Anti-bribery and 
corruption

Anti-bribery and corruption policy, 
updated and rolled out globally in 
Q4 2019:

 – outlines measures and 
guidance to assess related risks 
and report any concerns

 – provides that prevention, 
detection and reporting of 
bribery or corruption are the 
responsibility of all employees

SThree has a zero  
tolerance approach to 
bribery and corruption.

Employees receive 
training relevant to  
the nature of their  
role and location. 

We do not deal with 
prospective contractors 
or suppliers known 
to, or suspected of, 
paying bribes.

This helps prevent, 
detect and report 
bribery and other  
forms of corruption.

All employees are required to accept and 
adhere to the policy. We also monitor the 
conduct of major contractors and suppliers 
and have a right of termination in the event 
that they pay or solicit bribes. Any areas for 
improvement in this area are shared with 
contractors or suppliers, based on audits.

Policy roll-out and 
acceptance by email 
is reported back to the 
Group HR teams. 

Where appropriate, areas 
of non-conformance, 
measures to correct them, 
and any disciplinary  
actions, are included in 
internal audit reports.

No breaches of anti-
bribery and corruption 
policy were reported 
in 2019.

Human rights SThree Code of Conduct

Equal Opportunities Policy

We respect the rights and 
dignity of all people when 
conducting our business. 
In particular, our focus 
is on ethical recruitment 
and working conditions 
at our sites, security, 
and community health 
and livelihoods.

Ethical recruitment 
is a key theme in the 
training and continuous 
learning of all of our 
people. Our policies 
and approach 
are embedded 
into our culture 
and communications.

Employees, contractors or other third parties 
are required to immediately report any 
instances of unethical behaviour or suspicion 
of malpractice to a line manager or a 
member of the Group HR Team.

Any breaches in human 
rights are reported 
to our CPO and 
relevant authorities.

Modern slavery and 
human trafficking

Modern Slavery and Human 
Trafficking Statement

Although the risk of 
modern slavery and 
human trafficking in 
relation to SThree is low, we 
do to an extent monitor 
our supply chain to ensure 
we fully understand and 
mitigate the risk.

In 2019, the Directors 
assessed the risk 
of modern slavery 
in our key areas of 
operation. We also 
made appropriate 
supplier checks around 
governance and 
financial standing, and 
determined that the 
risk of slavery or human 
trafficking continues 
to be low within our 
supplier base.

We have processes in place to:

 – identify and assess potential risk areas
 – mitigate risks occurring in our supply chains
 – continually monitor risk 
 – protect whistle blowers, via a confidential 
and independent reporting process.

All risks in this area are 
reported to our CPO and 
where required to the 
relevant authorities.

The Company’s Modern 
Slavery Act statement 
can be found on our 
website: www.sthree.com/
media/2185/modern_
slavery_act_2015_slavery_
mark.pdf

Health and safety (‘H&S’) H&S policy (available to all 
territories on the SThree intranet), 
based on UK guidelines.

The policy was re-published 
in early 2019 and is planned 
to be updated following an 
external review.

The Group is committed 
to the health, safety and 
welfare of all current and 
potential employees.

Key arrangements  
outlined in the policy are:

 – risk assessment
 – work equipment
 – monitoring H&S 
procedures (inspection/
audit regime)

 – managing third 
party contractors

 – emergency procedures.

Employees are 
inducted to the 
business with an H&S 
briefing. There is an H&S 
lead in every office to 
ensure we continue to 
provide a safe place for 
our people and visitors.

During the year, external specialists undertook 
a review of the Group’s H&S arrangements 
in key territories, with a particular focus on 
risk assessments, welfare and protective 
arrangements for Freelance and Employed 
contractors. The results were reported back to 
the Audit and Risk & Compliance Committees. 
Whilst H&S risks generally remain the same, 
certain improvements in management and 
mitigation systems were recommended:

 – deploy Group-led structure of competent 
personnel across all continents

 – Group-led risk assessment/analysis 
setting minimum standards for local 
specific hotspots

 – extend SThree H&S arrangements to cater 
for Employed contractor placements.

H&S concerns and 
incidents are reported to 
our H&S leads who act on 
mitigating these risks with 
the local leadership teams.

Following the 2019 H&S 
review, recording and 
reporting of all accidents 
and incidents will be 
improved, to promote a 
consistent H&S approach 
across all locations, and 
provide regular monitoring 
of agreed H&S standards, 
both internal and for 
clients, by the Board and 
relevant Committees.

Political donations Corporate Giving and 
Fundraising Policy

The Company prohibits 
political donations.

All SThree’s donations 
are delivered through 
a CAF account 
which ensures that 
due diligence is 
applied consistently.

Our donations are monitored quarterly  
by the CSR Committee within SThree.

All donations are disclosed 
in our annual CSR Report.
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Although not fully inclusive of everything we do in this area  
the following key themes demonstrate the policies we currently  
implement and monitor in this area:

Related policies Key themes Implementation Due diligence Reporting

Anti-bribery and 
corruption

Anti-bribery and corruption policy, 
updated and rolled out globally in 
Q4 2019:

 – outlines measures and 
guidance to assess related risks 
and report any concerns

 – provides that prevention, 
detection and reporting of 
bribery or corruption are the 
responsibility of all employees

SThree has a zero  
tolerance approach to 
bribery and corruption.

Employees receive 
training relevant to  
the nature of their  
role and location. 

We do not deal with 
prospective contractors 
or suppliers known 
to, or suspected of, 
paying bribes.

This helps prevent, 
detect and report 
bribery and other  
forms of corruption.

All employees are required to accept and 
adhere to the policy. We also monitor the 
conduct of major contractors and suppliers 
and have a right of termination in the event 
that they pay or solicit bribes. Any areas for 
improvement in this area are shared with 
contractors or suppliers, based on audits.

Policy roll-out and 
acceptance by email 
is reported back to the 
Group HR teams. 

Where appropriate, areas 
of non-conformance, 
measures to correct them, 
and any disciplinary  
actions, are included in 
internal audit reports.

No breaches of anti-
bribery and corruption 
policy were reported 
in 2019.

Human rights SThree Code of Conduct

Equal Opportunities Policy

We respect the rights and 
dignity of all people when 
conducting our business. 
In particular, our focus 
is on ethical recruitment 
and working conditions 
at our sites, security, 
and community health 
and livelihoods.

Ethical recruitment 
is a key theme in the 
training and continuous 
learning of all of our 
people. Our policies 
and approach 
are embedded 
into our culture 
and communications.

Employees, contractors or other third parties 
are required to immediately report any 
instances of unethical behaviour or suspicion 
of malpractice to a line manager or a 
member of the Group HR Team.

Any breaches in human 
rights are reported 
to our CPO and 
relevant authorities.

Modern slavery and 
human trafficking

Modern Slavery and Human 
Trafficking Statement

Although the risk of 
modern slavery and 
human trafficking in 
relation to SThree is low, we 
do to an extent monitor 
our supply chain to ensure 
we fully understand and 
mitigate the risk.

In 2019, the Directors 
assessed the risk 
of modern slavery 
in our key areas of 
operation. We also 
made appropriate 
supplier checks around 
governance and 
financial standing, and 
determined that the 
risk of slavery or human 
trafficking continues 
to be low within our 
supplier base.

We have processes in place to:

 – identify and assess potential risk areas
 – mitigate risks occurring in our supply chains
 – continually monitor risk 
 – protect whistle blowers, via a confidential 
and independent reporting process.

All risks in this area are 
reported to our CPO and 
where required to the 
relevant authorities.

The Company’s Modern 
Slavery Act statement 
can be found on our 
website: www.sthree.com/
media/2185/modern_
slavery_act_2015_slavery_
mark.pdf

Health and safety (‘H&S’) H&S policy (available to all 
territories on the SThree intranet), 
based on UK guidelines.

The policy was re-published 
in early 2019 and is planned 
to be updated following an 
external review.

The Group is committed 
to the health, safety and 
welfare of all current and 
potential employees.

Key arrangements  
outlined in the policy are:

 – risk assessment
 – work equipment
 – monitoring H&S 
procedures (inspection/
audit regime)

 – managing third 
party contractors

 – emergency procedures.

Employees are 
inducted to the 
business with an H&S 
briefing. There is an H&S 
lead in every office to 
ensure we continue to 
provide a safe place for 
our people and visitors.

During the year, external specialists undertook 
a review of the Group’s H&S arrangements 
in key territories, with a particular focus on 
risk assessments, welfare and protective 
arrangements for Freelance and Employed 
contractors. The results were reported back to 
the Audit and Risk & Compliance Committees. 
Whilst H&S risks generally remain the same, 
certain improvements in management and 
mitigation systems were recommended:

 – deploy Group-led structure of competent 
personnel across all continents

 – Group-led risk assessment/analysis 
setting minimum standards for local 
specific hotspots

 – extend SThree H&S arrangements to cater 
for Employed contractor placements.

H&S concerns and 
incidents are reported to 
our H&S leads who act on 
mitigating these risks with 
the local leadership teams.

Following the 2019 H&S 
review, recording and 
reporting of all accidents 
and incidents will be 
improved, to promote a 
consistent H&S approach 
across all locations, and 
provide regular monitoring 
of agreed H&S standards, 
both internal and for 
clients, by the Board and 
relevant Committees.

Political donations Corporate Giving and 
Fundraising Policy

The Company prohibits 
political donations.

All SThree’s donations 
are delivered through 
a CAF account 
which ensures that 
due diligence is 
applied consistently.

Our donations are monitored quarterly  
by the CSR Committee within SThree.

All donations are disclosed 
in our annual CSR Report.
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How we are building the future
continued

Building the future through our 
infrastructure and innovation

Our ambitious, long-term vision is to be the number one STEM 
recruiter in the best STEM markets. We consistently future-proof 
our business so we can be at the forefront of emerging trends 
in the world of recruitment. Underpinning this is infrastructure: 
systems, processes and IT solutions which allow us to focus  
on consultant productivity and the customer journey, in a  
cost-effective way whilst providing world class service. 

Our intent is to have a scalable day-to-day operational structure 
which supports frictionless transactions and customer services 
and enables us to effectively deliver value-add services.

Significant progress was made against this goal with the 
creation of the Centre of Excellence in Glasgow. It is already 
delivering the benefits that we were expecting.

We also continue to invest in our core systems to ensure they  
are fit for purpose and can support growth of the business.

We champion initiatives, among our consultants and support 
staff, to transform the way we work together and improve 
efficiency throughout the business. For example, we have made 
first steps to identify and develop processes and future-proof 
technology to drive more efficient and effective working capital 
management. As we grow our contractor numbers, naturally 
more cash is being absorbed into working capital, which can 
adversely impact order-to-cash metrics. 

New processes are being currently introduced in the Centre 
of Excellence in Glasgow, to optimise order-to-cash cycle. 
We centralised financial transaction processing as well as built 
a cross-functional approach to working capital accountability. 
This is supported by daily monitoring of credit and collection 
units, and the use of enabling technology to conduct 
transactions electronically whenever possible, and work with 
vendors and customers so they can do the same.

As technology redefines the recruitment industry, we aspire 
to build a more diverse portfolio of services so that we 
capture a greater share of total client spend on employment 
matters and to ensure we are well positioned to benefit from 
potential disruption.

Part of our strategy involves our continuous development 
and maintenance of new and innovative solutions which 
could make our offer more compelling for our clients and 
candidates. We have started seeing the first benefits gained 
from commercialisation of our internally developed platforms 
leveraging both AI matching and human interaction, to provide 
permanent staff. This unique product is at the market-testing 
stage; the initial results are encouraging evidenced by a stream 
of first revenue of £0.3 million in the current year. 

We also supplement the pipeline of our in-house innovation 
incubators through partnerships with external parties within  
buy- and-rent structure, if we see potential and commercially 
viable features in a new product brought to the market.

Having invested in external opportunities (early-stage start-
ups operating in the digital technologies sector), which 
delivered below expectations, we reinvigorated our approach 
to innovation within the Group. A clear framework is being 
established to safeguard and support innovation initiatives 
identified anywhere within the business. The framework sets 
guidelines how to test innovations for strategic fit, risk profile and 
investment requirements, to ensure successful implementation 
and adoption. Its ultimate objective is to ensure that future 
innovation initiatives are fit for purpose and can support growth 
and operational efficiency in the business.

Although technology started to play a big part in its evolution, 
the recruitment industry remains inherently relationship-driven. 
Any technology we look to develop will certainly drive the 
decline of repetitive tasks but at the same time must not lose 
sight of the human element of our business. Ultimately, it is not 
about replacing but enhancing the tools that our consultants 
and support staff use to make informed and timely decisions.
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How we are building the future
continued

In order to make our business model a success, we focus on 
creating and nurturing a wide range of stakeholder relationships. 
These are detailed on pages 58 to 60. Within the relevant ethical 
and regulatory frameworks, we aspire to build a responsible, 
sustainable and trustful business partnerships with client 
organisations, our employees and local communities. 

Through our engagement with our stakeholders we identify the 
key issues that matter to them. These issues inform how we run 
our business on a day-to-day basis and we develop strategies 
and initiatives to address them. 

A key starting point is creating an inspiring and inclusive work 
environment where we invest in our people and their ability to 
establish strong relationships with customers and create shared 
value for communities.

Feedback we receive from our clients through our core services 
and community initiatives enables us to address societal 
challenges, such as the future talent pipeline needed to meet 
the skill gaps or business benefits of embracing diversity in 
employees and forming an inclusive work environment.

We engage directly with candidates through a number of 
channels. We know that some groups of our candidates still face 
disproportionate barriers to work. Our teams actively support 
candidates to overcome these barriers through ensuring we 
have open, transparent and anonymous recruitment processes 
that alleviate unconscious bias. Our person-centred approach 
also means we work to negotiate the salary, working hours and 
benefits our candidates require to overcome any practical 
barriers to employment. 

In addition, we provide various workshops, training and 
mentoring to people from diverse backgrounds to engage  
and inspire them into STEM careers, overcoming some of  
the perceived barriers within STEM industries. 

During 2019 we collaborated on over ten projects to support 
those from diverse backgrounds into STEM careers and we 
delivered over 2,490 hours of volunteering to programmes  
that help raise aspirations.

Building the future by understanding  
our stakeholders
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How we work with our clients
We work with clients with whom we share a view of how 
technology is affecting our lives and reshaping our economic, 
social, and cultural environments. Through the work of talent 
we recruit and place with them, we close significant skill gaps 
in key markets where specialist skills are at an all-time low. 
Ultimately, we work towards a future that works for all of us by 
putting people first and empowering them.

Sourcing candidates in a high-demand, low-supply industry
Jean-Michel Jaspers is the CEO of Jaspers-Eyers Architects. 
The business was started by his father in the 60s, generates 
circa €20 million and works with 140 collaborators in 
approximately ten different countries. Jean-Michel believes 
that at its core, architecture is about shaping the world 
of tomorrow.

Purpose is very important to Jaspers-Eyers, who were 
attracted by SThree’s focus on their own. The business is 
committed to focusing on sustainable architecture and 
is close to completion on a project for one of the world’s 
largest sportswear companies: one of Belgium’s first energy 
positive buildings. They are proud to be able to address 
climate change in this way, and to give something back to 
their community. 

In order to progress with this type of project they need to 
find new architect candidates in an industry where demand 
vastly outstrips supply. This provides a competitive advantage 
to Jaspers-Eyers, particularly as the business has reached its 
capacity to find candidates through its own channels. 

Jean-Michel Jaspers, giving the client’s perspective on 
working with SThree:
“ We’ve worked with SThree for about three years. We’ve grown 
to become close business friends with our account manager 
and have a good relationship. For each new vacancy we 
call him, and it works out from there.

“ SThree is helping us with our specific need to find specialist 
profiles – some of which we don’t know exist – in our own 
market. SThree brings us new types of candidate profiles, 
including some we would not have dreamt of being able to 
access. They propose these candidates to us, and it helps us 
to become better than our competitors. 

“ Our relationship comes down to the mutual trust we have 
in each other. SThree’s purpose is to bring skilled people 
together to build the future, and we are building the future 
with them.”

How we work with our candidates
Our expertise, tools and network connect candidates with 
job opportunities, providing them with purposeful and 
inspiring work. By helping them develop their talents and 
lifelong learning in the world of STEM, we give them the 
sense of shaping the future and being responsible for the 
world’s evolution.

We advise people on their careers, and help them develop 
their talents with lifelong learning.

How SThree enables effective freelance contracting work 
Cyril Dorocant has been a Health, Safety and Environment 
officer for over 20 years, and currently works for SThree’s 
client, Nordex Windfarm. He is passionate about the job as 
he likes to work with people and enjoys enabling them to 
work in a safer way. 

Cyril chooses to move from role to role as new projects have 
a high, upfront level of demand for making the job safer. 
To make sure he is always in work he needs to be able to 
access different parts of the industry, wherever there is the 
most demand for his role.

Cyril Dorocant, on why, as a candidate, SThree is a perfect 
fit for him:
“ Working with SThree is good because you have a lot 
of freedom to choose where you’re working and what 
you’re doing. 

“ I choose to continue partnering with SThree because when 
I need them, they are there for me. I know if I contact them 
a month before I finish a contract, they have access to 
other clients in the wind industry who might have a new 
opportunity for me. 

“ Flexible working is increasing in popularity because it gives 
you the freedom to choose what you are doing every day 
at work, and who you are working for.”
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The trust of our shareholders and other stakeholders  
is essential to SThree remaining a reliable and attractive  
long-term investment.

As a recruitment business with global scale and expertise,  
we recognise the significance of strong relationships with  
all our stakeholders around the world.

We maintain dialogue through different communication 
channels, such as regular customer and employee satisfaction 
surveys, investor road shows, charitable events, or Annual 
General Meetings.

Feedback we gather is fundamental for us to remain a relevant 
and sustainable business in the long term.

Ultimately, we are a people business. Bringing skilled people  
together to build the future is the cornerstone of our 
service proposition.

Our key stakeholders and  
how we engage with them

Key stakeholders

Our customers
Our clients appreciate our vast network of candidates on 
top of valuable market knowledge and understanding of 
complex employment regulations, especially in the Contract 
recruitment sector.

During the year, we often heard from our candidates who 
found themselves temporarily displaced, due to changing 
working patterns and the ebb and flow of the global economy.

Our people
Our employees valued and truly endorsed SThree’s 
culture and the importance of the Company’s purpose 
and Operating Principles by which we all hold ourselves 
accountable. In particular, they liked the collective focus 
on improving our customer experience and how we 
communicate with our customers. However, our staff wanted 
to gain more understanding of the specific strategic steps 
that we as a Group intend to take to achieve our ambition of 
£100 million in annual operating profit by 2022. To that effect, 
improved clear Group direction-setting is required to allow 
business units and functions to better execute against the 
overall strategy.

We also heard from employees who asked for greater 
consistency (i) in SThree’s leadership team to act and behave 
in line with our Leadership Principles, and (ii) in the ways we 
communicate internally. 

Our shareholders
Our investors would like to receive fair, balanced and 
understandable information about the Group’s business 
strategy, its investment and development plans, to allow 
informed investment decisions. 

During the year, the investors were keen to gain more 
understanding about our marketplace in the UK, how we will 
continue to drive growth in Germany and the Netherlands  
(our two best performing markets), our future investment 
plans for innovation and disruptive technology to allow us to 
remain relevant to ever-changing recruitment preferences. 
Investors were also keen to receive an update on the progress 
the Group made to automate credit control processes.

Our suppliers and partners  
in related industries
Our customers would like to receive a world-class service in 
the most cost-effective way. Engaging with our supply chain 
is vital to ensure that we deliver efficient and best service to 
our customers.

Local communities
Business plays a vital role in empowering sustainable 
communities that together enable economic growth. 
Social mobility and equality continue to be key challenges  
within many of the communities where we operate which 
is highlighted through the United Nations Sustainable 
Development Goals.

How we are building the future
continued
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How we engage and respond

Our customers
We maintain an ongoing dialogue with our customers to gather 
feedback, which helps us measure and improve the customer 
experience. During the year, we conducted four quarterly net 
promoter surveys (‘NPS’) among our customers. This helps us 
draw meaningful insights into the changing work landscape. 

Overall, our global NPS score improved and is currently at 44, two 
points up from 42 at the end of last year. Based on the received 
feedback, we have identified that our main areas of focus in 
the coming months are how we continually engage with our 
candidates, while looking at how we develop our systems and 
processes to make them easier to navigate and more consistent 
in getting things right first time. 

We embarked on a project to transform the efficiency and 
effectiveness of our order-to-cash process. The focus of the 
project is to define standardised processes, bring clarity of roles 
and responsibilities, and better use of technology. We have 
put several new measures in place including integrating 
processes with, and aligning incentives between, credit control 
and sales teams, building a roadmap to enhance automation 
opportunities across order-to-cash process, tracking and 
measurement of root causes facilitated by weekly calls between 
Head of Centre of Excellence and business directors. Ultimately, 
this initiative will ensure effective client relations and working 
capital management.

We continue to engage with candidates across our network,  
to help them find new roles and build new careers, providing  
a springboard to harness their talents and adapt to the 
changing geo-political markets. 

Our people
We encouraged our employees to take part in twice-yearly 
employee net promoter surveys (‘eNPS’). Based on the obtained 
staff insights, SThree’s leadership team have prioritised actions 
to increase transparency in regard to career progression, 
rewards and recognition, as well as improve the way that the 
sales and support functions collaborate with one another. 
In addition, local engagement networks have been established 
to help gain further insights on the key themes raised by our 
employees. This will direct and drive recommendations with the 
leadership teams.

We also saw the need to reframe our leadership approach by 
empowering management at every level to ensure focus on 
matters that contribute to our strategic aims. 

We also engaged in a process involving the wider leadership 
team to discuss the key strategic focus areas and priorities. 
This was supported by a closely coordinated set of 
communications and engagement with the wider business.

Furthermore, the Board also seeks to maintain more direct and 
constructive relationships with our employees. To that effect, on 
1 December 2018, the Board appointed Denise Collis as the 
designated Non-Executive Director responsible for employee 
engagement. Employees’ views gathered during the year and 
shared with the Board helped to make continuing improvements 
across the business, to ensure that we remain a fair and inclusive 
environment and offer (i) an appropriate work-life balance, 
including developing flexible working patterns or technology 
improvements, and (ii) performance management including 
development and career planning.

Specific examples of improvements made as a result of employee feedback:

Thematic area Objective Activities performed during the current year

Benefit and 
reward

Review total reward and benefit package  – Head of Global Reward recruited and on-boarded to review 
global reward and benefits.

Learning & 
Development 
(‘L&D’)

Ensure consistent L&D offering globally  – Head of Global L&D recruited and on-boarded to develop 
global strategy for improved development offering across 
the Group. 

 – Sales leadership and sales management development 
programmes implemented with a particular focus on our 
Operating Principles.

Employee 
engagement 

Foster an engaging, diverse and inclusive 
working environment and culture, where 
people thrive and retention is high

 – Global Employee Engagement & Diversity Business 
Partner recruited.

 – Ongoing work to implement engagement platform. Long-term 
Global Engagement & Diversity strategy is being developed with 
input and contribution from all regions. 

 – Regional and country action plans developed to address any 
local issues fed via eNPS.

Communication Improve communication  
across the entire Group

 – Global Head of Communication recruited.
 – Regular communications diarised and provided by all 
leaders: monthly business updates, monthly spotlights, internal 
newsletters, etc.

 – Creation of new SharePoint site (across all teams) – in flight and 
supported by Marketing.

 – Creation of collaboration tools such as Yammer groups.
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Our shareholders
The Board receives feedback on shareholder views through 
reports from senior management and those Directors who 
regularly meet with institutional investors through road shows, 
group and one-to-one consultations, recruitment conferences 
and trading updates throughout the year. Feedback is also 
received from the Company’s stockbrokers and financial public 
relations advisors. Throughout the year there is a continued 
dialogue between the Chairman, and other Non-Executive 
Directors, and the investor community to address governance 
and strategy matters. 

The Capital Markets Day took place in November, when the 
Company’s business model, strategic pillars, five-year plan, 
as well as update on SThree’s performance and competitive 
differentiators were discussed. This event helped us to further 
promote our attractive investor proposition and demonstrate 
how we will continue to drive growth, value creation and 
sustainability of our business in the long term.

The Executive Directors, Chair and NEDs were all present, 
including the CEO, CFO, Chief Sales Officer, Chief People Officer, 
our new Chief Strategy and Development Officer, and Regional 
Directors. After the event, the investors had a chance to engage 
with Directors informally to further enquire about the Group’s 
sustainability strategy and its achievements in this area.

Our suppliers and partners  
in related industries
We hold many long-term relationships with our suppliers and 
partners with whom we share knowledge and expertise and 
find ways of using all our resources in the most cost-effective 
and sustainable way, overall reducing costs to our Company. 
Currently, we are working on optimisation of the portfolio through 
vertical market mapping designed to develop our service offer 
to specific needs of our clients and to create a better all-round 
experience for specific candidate placements. 

We are also working on development of a scalable Global 
Operating Model for our Employed Contractor Model (‘ECM’), 
improving our delivery capabilities in this highly attractive 
value proposition.

We have reduced our 2019 carbon emissions with two initiatives, 
including a campaign to encourage environmental decision-
making when booking travel, and a climate action week that 
focused on positive behaviours in work including recycling and 
energy consumption.

How we are building the future
continued

How we engage and respond continued

Local communities 
We collaborate with expert organisations and education 
providers to deliver employability and STEM programmes 
that support social mobility and equality, empowering 
sustainable communities. 

In 2019, through the SThree Foundation, we collaborated with 
ten not-for-profit STEM organisations to deliver programmes that 
inspired and engaged 4,365 people in STEM education and 
careers. These programmes worked with young people who are 
NEET (not in employment, education or training), school children 
living in underserved communities, females who have never 
considered STEM careers and refugees. 

In addition, our people have volunteered over 2,490 hours to 
contribute to their local communities, sharing their intellectual 
capital to raise aspirations and support the delivery of many 
employability programmes.

Through collaboration with local partners in each of our markets 
we are empowering sustainable communities and contributing 
to 11 of the 17 United Nations Sustainable Development Goals. 

As a leading STEM talent provider we understand the impact 
the Fourth Industrial Revolution will have on the future workforce. 
We also understand that a career in STEM provides rewarding, 
sustainable employment with the opportunity to earn double 
the national average wage. Engaging and inspiring people 
from diverse backgrounds to pursue a career in STEM will build 
the talent pipeline the future needs whilst transforming lives and 
driving social mobility. This will continue to be a key focus of our 
community engagement programmes in 2020.
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Our success depends on the wholehearted contribution of our 
greatest asset, a talented and diverse workforce. We understand 
that only through a culture that empowers our people can we 
best support our customers.

We pride ourselves on our commitment to creating a positive 
and inclusive work environment where diverse opinions and 
perspectives are valued and a true meritocracy exists. 

Our people strategy is focused on the following five Leadership 
Principles which ensure that we truly achieve the fair and 
inclusive environment we strive for: 

Know Me
We focus on our people from the start of their journey. We give 
them a voice through multiple platforms, including regular pulse 
surveys, when they can share their stories which in turn help us 
positively influence the perception of a career in recruitment, 
and SThree as a place to work.

Focus Me
Our talent and performance platform, alongside our annual 
conferences and roadshows support our people to fully 
understand SThree’s purpose and their role in fulfilling it.

Develop Me
We focus on attracting and developing innovative and capable 
individuals, while also enabling them to achieve their career 
goals, supported by our investment in training programmes.

Care For Me
We are dedicated to the implementation of wellbeing initiatives, 
to maintain an engaged, innovative and productive workforce.

Include Me
We are committed to making our workplaces reflect the 
communities in which we are based. We strive to have a diverse 
leadership team, by increasing the number of women at every 
level. Throughout SThree we are making various investments 
across the business to ensure we continue to develop and 
nurture an inclusive culture.

Attraction and retention
We have not only invested in identifying the right competencies 
and characteristics of our future leaders, how to attract and train 
them, but we have also clearly defined what we stand for as an 
employer and what we need to focus on to attract and retain 
the best talent to drive our commitment to inclusion.

We provide a career with no limits, We empower our people to 
take their career wherever they want to go, irrespective of their 
background, gender, religion or ethnicity.

The second pillar of what we offer is a career with purpose. 
We want our employees to be aware of the huge impact they 
can have on our clients’ and candidates’ lives and businesses. 
Our recruiting consultants can change someone’s life by finding 
them new career opportunities, but also play a crucial role in 
supporting our clients who are part of life changing industries 
such as Technology, Life Sciences, Energy & Engineering.

Building the future through  
and for our people

Employee engagement
Managers hold regular team and one-to-one meetings with 
their staff, complemented by informal mentoring programmes 
that give our people access to personalised support from 
experienced team members across the organisation and is  
an important part of their growth and development to ensure 
they can achieve their career goals. 

We regularly communicate with employees on factors that affect 
SThree’s performance. To better understand how employees 
feel about SThree, we have conducted twice-yearly surveys. 
The overall employee net promoter score in 2019 was 38%  
(it represents a significant improvement compared to the prior 
year score of 29%). A clear purpose and vision on STEM and the 
creation and development of specialists in their individual areas 
are most valued by our people.

The area where our employees scored us as needing attention 
was in the consistency in the ways we communicate internally 
and efficiency of our processes and ways of working together. 

To streamline our processes throughout SThree, we have 
established local engagement networks to help gain further 
insight on the key themes our people have provided. This will 
direct and drive recommendations with the leadership teams 
across SThree.

Further information about the Board-led employee engagement 
programme is included on page 118.

Diversity and inclusion
Our strong emphasis on creating a diverse and inclusive working 
environment allows us to find and retain skilled people and to 
bring a breadth of thinking to solve workplace challenges for 
our customers.

The gender and wider diversity balance across SThree as a 
whole is stable, and we already meet the FTSE 350 criteria of 
having 33% of Board/Senior Leadership positions held by women. 
Of the 3,196 employees within the Group as at 30 November 
2019, 1,578 or 49% were women (2018: 1,445 or 49%). However, 
only a third of our people in key sales roles (level 3 or above) are 
women. There were 571 managers and directors within the Group, 
of which 213 or 37% were women (2018: 205 or 37%).

We are working to improve these numbers further by launching 
a number of initiatives and programmes to support inclusion, 
flexible working and mentoring, and we have invested in the 
development of our current and future leaders as well as in 
technology and innovation. Other diversity aspects including 
ethnicity, are also targeted by specific programmes.

Key to our inclusion strategy is our IdentiFy Programme. 
Created in 2011 to support the development and progression  
of women, our IdentiFy Programme has now evolved to embrace 
diversity in all its forms. The programme has provided tools 
and information, developed a support network, highlighted 
successful role models and held forums to share ideas. As part of 
our commitment to creating an inclusive environment we have 
also built a global network of inclusion champions and sponsors. 
Acting as a link between their colleagues and the Board, 
champions share their insights on what needs to be changed, 
how they are feeling, and what they and their peers want to 
see implemented. 
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In 2019, inclusivity champions directly impacted the introduction 
of more inclusive incentive structures globally, to help drive 
positive behaviours.

These all contributed to the development of mentoring and 
specialised support programmes to help employees advance, 
build confidence and raise aspirations.

See www.sthree.com/en/about-us/our-culture/ for more 
information on SThree inclusion and diversity initiatives 
and programmes.

How we are building the future
continued

Gender pay
SThree plays an important role in enabling better representation 
of women and other diverse talent in STEM. To ensure everyone is 
treated fairly and to attract and retain more women, we need to 
reduce the gender pay gap.

We started introducing a number of initiatives under the 
five-year plan, with activities focused on increasing female 
representation at senior level and reducing the gender pay gap. 
Activities performed to date include:

 – Launch of programme to increase management and 
leadership capability among female managers

 – Introduction of UK&I sales reward scheme to positively impact 
retention and performance 

 – Roll-out of a new informal flexible working scheme in the 
Centre of Excellence

See www.sthree.com/en/about-us/our-culture/ for more details 
on our future plans to close gender pay gap.

Gender diversity profile at 30 November 2019

Male Female

Total Number % Number %

Board of Directors of SThree plc 6 4 67% 2 33%

Managers and directors 565 354 63% 211 37%

Other employees 2,625 1,260 48% 1,365 52%

Total 3,196 1,618 51% 1,578 49%

For more information on the composition of our Board of Directors, see page 112.

Gender diversity

Management* gender diversity profile at 30 November 2019Group gender diversity profile at 30 November 2019

* Employees with people management responsibilities.

Building the future through  
and for our people continued

Male   51%
Female   49%

Male   63%
Female   37%
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Breaking down hierarchies and 
empowering the individuals and teams
Just over two months ago a new team was created to 
combine their multiple talents and experience, with the  
aim of delivering effective solutions to issues surrounding  
the global invoice delivery process.

This is the Agile team, a group made up of a combination 
of our people from business and IT functions dedicated to 
the fast delivery of a single project or set of product features 
that will bring value to the business and customers quickly 
and easily.

Our Agile team is working on solutions for the billing and 
master reference data team to improve global invoice 
delivery and increase the speed of payments to SThree.

What really sets the team apart is a set of ‘heart of Agile’ 
values, which are collaborate, deliver, reflect and improve. 
They ensure we are consistent and strive towards success  
in everything we do. 

Collaborate: Agile aims to break down hierarchies and 
empower the individuals and teams closest to both the 
problem and its solution to come together and deliver.

Deliver: Agile makes sure everything we work on is of 
value to the business and solutions are achievable in a 
short timeframe.

Reflect and improve: The team have regular retrospectives, 
a set time to reflect on all aspects of the process and try to 
identify improvements to take forward. 

This is achieved by creating an open and honest feedback 
environment where everyone has a voice and feels 
comfortable calling out things that are working well and 
not so well. These values are supported with a working 
agreement, which is a list of behaviours the team came up 
with together to lay out the best ways they can collaborate.

A recent Agile team success has been a compliance 
improvement, which ensures we do not incorrectly 
bill customers if the contractor puts incorrect values 
in timesheets. 

They are currently working on automating the manual 
processing of invoices. Once this is rolled out to other clients, 
the team foresees a great boost to the business as client 
invoices will be paid to SThree much faster.

As for the Agile team’s ways of working, we strive to keep 
the team happy, so that they feel empowered, driven and 
excited about the prospect of what they are delivering. 
We celebrate success constantly. A team that feels valued 
is a team that wants to come in to work in the morning and 
wants to do their best.
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How we are building the future
continued

At SThree we recognise the importance of ensuring long-term 
sustainability through concerted climate and environmental 
action. Our policy is to go beyond legal compliance to 
proactively address our environmental impacts whilst also 
partnering with our clients in the renewable energy sector 
to address some of the biggest climate challenges facing 
society today. 

2019 highlights
 – Established an ambitious emissions reduction target of 20% 
by 2024 

 – Offset our 2018 global carbon footprint to achieve 
carbon neutrality

 – Reduced emissions by 12% as a result of staff 
engagement initiatives

Growing a sustainable business
In 2019 we reduced our overall market-based greenhouse 
gas emissions by 12%, and by 17% on a per employee basis. 
This indicates that whilst we grow our business, we are doing so 
in an increasingly sustainable manner. This has been driven by 
several targeted initiatives, such as our strategy to procure an 
increasing proportion of our electricity from renewable sources.

As a global business, travel accounts for the majority of our 
carbon footprint. Launching on World Environment Day 2019 we 
undertook an eight-week campaign to raise awareness of the 
environmental impacts of travel. The campaign encouraged 
colleagues to think about their business travel and as a result  
we have seen a 5% reduction in colleagues’ air miles. 

In September we delivered a programme of activities to raise 
awareness of the climate emergency. Activities included 
team litter picks, webinars with external experts and learning 
workshops. Colleagues were encouraged to volunteer for 
environmental projects during this period with over 194 
hours contributed.

We have maintained carbon neutral status in 2019 by continuing 
to offset global emissions with ClimateCare. Since 2012 we have 
offset 23,693 tonnes of carbon.

Building a sustainable future

Building a sustainable future  
and improving lives
SThree is proud to be carbon neutral; offsetting carbon 
emissions through continuing to work in partnership with 
specialists who use an innovative lives improved metric, 
which equates carbon emissions to social outcomes. 

Gyapa stoves are a unique project that provides 
sustainable cooking solutions to families in Ghana 
in close proximity of our global partner the African 
Science Academy. 

SThree’s offsetting through this project is associated with 
improving the lives of 2,500 people, of which half are 
women and girls. In addition, Gyapa stoves significantly 
save families money, of which our offsetting can be 
associated with $26,000 in savings to families in Ghana. 

This climate action is also correlated with releasing 
productive time. In fact, 200,000 hours have been  
released for critical activities such as education. 

For the past seven years we have taken part in carbon 
offsetting that brings together climate action activities 
and social impact surrounding equality, education and 
employment aligns to our purpose of bringing people 
together to build the future.
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Mandatory reporting
We continue to work with Carbon Smart to meet and exceed the greenhouse gas (‘GHG’) emissions reporting requirements of The 
Companies Act 2006 (Strategic and Directors’ Reports) Regulations 2013. We are also aware of our forthcoming obligations under  
The Companies (Directors’ Report) and Limited Liability Partnerships (Energy and Carbon Report) Regulations 2018. In line with our policy 
of going beyond compliance, we have prepared this report in accordance with the requirements for quoted companies under these 
new regulations. SThree continues to report all material GHG emissions across our global operations, using tonnes of CO2-equivalent 
(‘tCO2e’) as the unit. 

We have also complied with Phase 2 of the UK’s Energy Savings Opportunities Scheme in 2019 and intend to undertake several 
energy efficiency initiatives identified during the process.

Using a financial control approach, calculated GHG emissions1 arising from business activities in the reporting year 1 December 
2018 to 30 November 2019 are as follows:

2019 2018 % change in 
total emissions 

(vs previous 
year)

Emissions source
(tCO2e) UK and offshore

Global 
(excluding UK 
and offshore) UK and offshore

Global 
(excluding UK 
and offshore)

Scope 1 Natural gas2 130 2 123 7 2%

Leased transport 43 1,095 81 1,115 -5%

Scope 2 Purchased 
electricity 
(market/location 
based)3

84/212 1,045/1,181 325/256 1,168/ 1,163 -24%/-2%

Other fuels2 0 13 0 13 0%

Scope 3 Water 7 34 23 45 -40%

Business travel4 517 1,454 641 1,589 -12%

Paper2 33 69 10 20 233%5

Waste 20 43 7 72 -20%

Electricity T&D 16 59 22 57 -5%

Total tonnes of CO2e (market based) 850 3,814 1,232 4,086 -12%

Total tonnes of CO2e (location based) 978 3,950 1,163 4,081 -6%

Number of employees2 786 2,323 702 2,224 6%

Tonnes of CO2e per employee2,6 1.08 1.64 1.75 1.84 -17%

Total energy consumption used  
to calculate emissions (kWh)7

1,490,399 3,044,813 1,582,917 3,229,459

1 The methodology used to calculate SThree’s GHG emissions is in accordance with the requirements of the following standards: the World Resources Institute Greenhouse Gas 
Protocol (revised version); ‘Environmental Reporting Guidelines: Including streamlined energy and carbon reporting guidance’ (Defra, March 2019) and ISO 14064 – part 1.

2 Emissions associated with natural gas, other fuels and paper have been restated for 2018 as a result of additional data being made available in 2019. Employee numbers and the 
associated per employee carbon intensity have also been restated for 2018.

3 This work is partially based on the country-specific CO2 emission factors developed by the International Energy Agency, © OECD/IEA 2018 but the resulting work has been prepared 
by Carbon Smart Limited and does not necessarily reflect the views of the International Energy Agency.

4 UK and offshore business travel includes emissions and energy consumption for flights and car hire associated with SThree’s Ireland office as this data is aggregated across 
SThree’s UK and Ireland offices.

5 Variation in paper emissions has been driven by a substantial increase in the publicly available emissions factor used to calculate tCO2e equivalent for paper consumption. 
Actual consumption, measured in reams of A4 equivalent, decreased by 1% since 2018.

6 This calculation uses market-based emissions.

7 Total energy consumption includes energy consumed for heating (natural gas, district heating), power (electricity) and transport (company leased vehicles, expensed 
mileage claims). 

Voluntary disclosures
We remain committed to disclosing to investors the risks we face from climate change and have responded to CDP for the fifth 
consecutive year. In 2019 we maintained our B score. 
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The SThree Foundation supports STEM focused community 
projects that bring people together to build the future. In  
2019, we supported ten projects across our key markets that 
inspired and engaged 4,365 people in STEM and employment 
programmes. For example, empowering refugees to become 
STEM entrepreneurs in the Netherlands, education programmes 
that inspire a new generation of engineers in Chicago and 
STEM insight placements in New York, demonstrate some of the 
projects we funded and collaborated with in 2019. 

Our global charity partner, the African Science Academy, inspires 
a generation of change-makers who will solve community 
challenges with STEM solutions that help transform Africa. 
SThree have raised over £145,000 and volunteered 88 hours to 
empower African Science Academy students to become the 
future STEM leaders who will build the future. 

During the year, our people volunteered over 2,490 hours to help 
tackle social mobility and equality. This included delivering 400 
hours of employability and training support in collaboration 
with Joblinge to young people and refugees who are not in 
education, employment or training in Germany. Our employees 
delivered 18 employability sessions helping people understand 
the employment market, their personal brand and how to source 
work. Through the SThree Foundation’s support, Joblinge also 
recently commenced informatics and mechanics workshops to 
support young people and refugees to pursue a career in STEM. 

Key highlights
In 2019 we have collaborated with key partners from the 
education, community and environmental sectors to ensure 
our impact is aligned to the United Nations Sustainable 
Development Goals (SDGs). The SDGs provide a framework for 
business, communities and governments to work together for 
impactful results, making the changes the world needs. 

In 2019 SThree have contributed to 11 of the 17 SDGs. 
Our contribution will grow as we continue to align our business 
model to the realisation of the SDGs, focusing on the following 
key areas:

 – Supporting social mobility and helping to reduce 
unemployment and underemployment, to alleviate poverty 
and ensure decent work for all. 

 – Developing a diverse STEM talent pipeline for our clients 
whilst delivering social impact. This will be delivered through 
quality education, resulting in decent work, equality, the 
growth of industry and the continued development of 
sustainable communities. 

 – Empowering our people to have positive health and wellbeing 
through various programmes delivered across the business. 

 – Continuing to reduce our carbon footprint and committing 
to carbon offsetting, which together helps tackle climate 
action and results in affordable, clean energy and 
sustainable communities. 

We will continue to work with partners to bring skilled people 
together to build the future our world needs. 

Building the future through  
empowering sustainable communities

How we are building the future
continued
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Helping women and girls get into  
STEM through the SThree Foundation 
SThree is delivering life-changing opportunities with its  
charity partner, the African Science Academy (‘ASA’).

The partnership sees 25 girls, from underprivileged 
backgrounds, provided with the opportunity to study  
STEM subjects at the all-female ASA in Ghana.

This year, SThree has donated more than £145,000 to buy 
modern textbooks and physics lab equipment while also 
funding the daily education of the students.

The Company’s expert recruiters have also taken part 
in career advice and CV writing workshops to help ASA 
graduates, like Ethiopian student, Ramlah Abeaw, search  
for job opportunities in STEM.

Ramlah’s story
“Most people take education for granted but not everyone 
has access to primary or higher education. Having faced 
financial barriers throughout my childhood, I have my Dad to 
thank for helping me through my early education. He moved 
jobs and took on extra hours to pay for my schooling.

Staying at the ASA, I was able to see how STEM is perceived 
and the amount of effort and energy that is put into helping 
us succeed.

Now with the support of the ASA and SThree, I have a 
scholarship studying software engineering at the University 
of Edinburgh.

SThree is supporting women in STEM and is changing lives. 
I am living proof. I had a passion; I had a dream and they 
have helped make that dream materialise.”
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Group financial KPIs

Key performance indicators 

We assess our performance across a 
wide range of measures and indicators 
that are consistent with our strategy and 
investor proposition. Our key performance 
indicators (‘KPIs’) provide a balanced 
set of metrics that give emphasis to both 
financial and non-financial measures. 
These help the Board and Executive 
Directors assess performance against  
our strategic priorities.

Remuneration
KPIs accompanied by this symbol are used for the Executives’ 
remuneration, as per the policy approved by shareholders  
at the 2019 Annual General Meeting.

1. Revenue
Income generated from the sale of services to clients, 
including discounts.

Purpose: a broad indicator of how the business is trading and 
growing over time. 

Objective: grow Group net fees

2. Net fees
Revenue less cost of sales.

Purpose: a broad indicator of how the business is trading and 
growing over time. Used for 2019 Group LTIP strategic objective.

Objective: grow Group net fees

3. Adjusted profit before tax
Net fees less administrative expenses, less interest before 
adjusting items.

Purpose: a broad indicator of how the business is trading 
and how efficient we are in managing our cost base. Used for 
Group STIP.

Objective: increase earnings and returns

2019 performance:

£1.35BN 
+7% (+6%*) 
(2018: £1.26bn) 

2019 performance:

£342M 
+7% (+5%*) 
(2018: £321m) 

2019 performance:

£59.1M** 
+11% (+9%*) 
(2018: £53.4m)

Our focus on Contract, a natural function of our STEM 
specialism, continued to be a strong driver of Group revenue 
growth, in particular in DACH (revenue increased by 13%* 
driven by Contract division), Benelux, France & Spain region 
(revenue grew by 7%*) and USA (revenue up by 5%*).

* In constant currency.

Group net fees were up this year, owing to a growth in 
our Contract business in Continental Europe and USA. 
Supported by favourable movements in foreign exchange 
rates, FX tailwind of £4.3 million driven by two major currencies, 
EUR and USD.

* In constant currency.

The 11% increase on the prior year in the adjusted profit 
before tax was primarily driven by the rate of growth in net 
fees which accelerated versus 2018. The move of our London- 
based support function to Glasgow provided further benefit 
in the year and was partially offset by continued investment in 
headcount, with growth of 7% year on year.

* In constant currency.

**  Excludes the impact of £2.3 million (2018: £6.4 million) in net exceptional strategic 
restructuring costs and CEO change costs. 

Link to strategic pillars 2019
1, 4

Link to strategic pillars 2019
1, 4, 6

Link to strategic pillars 2019
1

R

Strategic pillars
1. Grow and extend regions, sectors and services 
2. Develop and sustain great customer relationships 
3 Focus on Contract, drive Permanent profitability 
4. Generate incremental revenues through innovation and M&A 
5. Build infrastructure for leveraged growth 
6. Find, retain and develop great people

£1.35bn2019

£1.26bn2018

£1.11bn2017

£0.96bn2016
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1. Revenue
Income generated from the sale of services to clients, 
including discounts.

Purpose: a broad indicator of how the business is trading and 
growing over time. 

Objective: grow Group net fees

2. Net fees
Revenue less cost of sales.

Purpose: a broad indicator of how the business is trading and 
growing over time. Used for 2019 Group LTIP strategic objective.

Objective: grow Group net fees

3. Adjusted profit before tax
Net fees less administrative expenses, less interest before 
adjusting items.

Purpose: a broad indicator of how the business is trading 
and how efficient we are in managing our cost base. Used for 
Group STIP.

Objective: increase earnings and returns

2019 performance:

£1.35BN 
+7% (+6%*) 
(2018: £1.26bn) 

2019 performance:

£342M 
+7% (+5%*) 
(2018: £321m) 

2019 performance:

£59.1M** 
+11% (+9%*) 
(2018: £53.4m)

Our focus on Contract, a natural function of our STEM 
specialism, continued to be a strong driver of Group revenue 
growth, in particular in DACH (revenue increased by 13%* 
driven by Contract division), Benelux, France & Spain region 
(revenue grew by 7%*) and USA (revenue up by 5%*).

* In constant currency.

Group net fees were up this year, owing to a growth in 
our Contract business in Continental Europe and USA. 
Supported by favourable movements in foreign exchange 
rates, FX tailwind of £4.3 million driven by two major currencies, 
EUR and USD.

* In constant currency.

The 11% increase on the prior year in the adjusted profit 
before tax was primarily driven by the rate of growth in net 
fees which accelerated versus 2018. The move of our London- 
based support function to Glasgow provided further benefit 
in the year and was partially offset by continued investment in 
headcount, with growth of 7% year on year.

* In constant currency.

**  Excludes the impact of £2.3 million (2018: £6.4 million) in net exceptional strategic 
restructuring costs and CEO change costs. 

Link to strategic pillars 2019
1, 4

Link to strategic pillars 2019
1, 4, 6

Link to strategic pillars 2019
1

R R

£342m2019

£321m2018

£288m2017

£259m2016

£59.1m2019

£53.4m2018

£44.5m2017

£40.8m2016

SThree plc
Annual Report and Accounts 201969

Stra
te

g
ic

 Re
p

o
rt 

C
o

rp
o

ra
te

 G
o

ve
rn

a
n

c
e

 
Fin

a
n

c
ia

l Sta
te

m
e

n
ts 

Su
p

p
le

m
e

n
ta

ry In
fo

rm
a

tio
n



Key performance indicators 
continued

4. Adjusted operating profit  
conversion ratio
Operating profit before adjusting items stated as a percentage 
of net fees.

Purpose: it measures sales team productivity, how effective we 
are at controlling costs associated with underlying operations 
and our support costs. Used for Group STIP.

Objective: increase earnings and returns

5. Cash conversion ratio
Cash generated from operations for the year after deducting 
capex, stated as a percentage of operating profit before 
adjusting items.

Purpose: it measures a business’ ability to convert profit into 
cash. Used for Group STIP.

Objective: drive strong cash generation

6. Contract margin
Contract net fees as a percentage of Contract revenue.

Purpose: increasing margins is an indicator of business quality 
and the service we offer.

Objective: grow Group net fees

7. Consultant yield
Net fees divided by the Group average sales headcount 
divided by 12.

Purpose: this is an indicator of the productivity of the 
sales teams.

Objective: grow Group net fees

2019 performance:

17.5%** 
+0.7% pts 
(2018: 16.8%)

2019 performance:

83.7%** 
+16.3% pts 
(2018: 67.4%) 

2019 performance:

20.3% 
+0.4% pts 
(2018: 19.9%)

2019 performance:

£11.8K 
-2%* 
(2018: £11.9k)

The ratio has increased by 70 bps to 17.5% year on year. 
This is a result of a strong profit performance, primarily in our 
international markets, as well as thanks to operational cost 
savings delivered from the restructuring of Group’s support 
functions. It was partially offset by sales headcount investment 
driving increased personnel spend.

**  Excludes the impact of £2.3 million (2018: £6.4 million) in net exceptional strategic 
restructuring costs and CEO change costs. 

Cash conversion has increased significantly. It reflects 
a combination of (i) the improved underlying trading 
performance, driven by our international markets, (ii) cost 
savings generated from the restructuring of support functions, 
and (iii) the benefits of operational efficiencies including 
cash collection.

**  Excludes the impact of £2.3 million (2018: £6.4 million) in net exceptional strategic 
restructuring costs and CEO change costs. 

Contract margin is marginally up on the prior year, owing 
to improvements in Energy & Engineering and Life Sciences 
sectors, offset by a slightly weaker performance in Technology.

Consultant yield declined in the year with Contract yields 
down 2%* and Permanent yields down 5%*.

Overall growth in average sales headcount of 7% exceeded 
growth in net fees of 5%. This was mainly driven by USA  
and DACH regions, where headcount grew by 11% and  
13% respectively, while their net fees increased by 9%  
and 10% respectively. 

* In constant currency.

Link to strategic pillars 2019
3, 5

Link to strategic pillars 2019
3

Link to strategic pillars 2019
1

Link to strategic pillars 2019
5

Group financial KPIs continued

RR

17.5%2019

16.8%2018

15.6%2017

16.0%2016

83.7%2019

67.4%2018

78.6%2017

96.1%2016
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4. Adjusted operating profit  
conversion ratio
Operating profit before adjusting items stated as a percentage 
of net fees.

Purpose: it measures sales team productivity, how effective we 
are at controlling costs associated with underlying operations 
and our support costs. Used for Group STIP.

Objective: increase earnings and returns

5. Cash conversion ratio
Cash generated from operations for the year after deducting 
capex, stated as a percentage of operating profit before 
adjusting items.

Purpose: it measures a business’ ability to convert profit into 
cash. Used for Group STIP.

Objective: drive strong cash generation

6. Contract margin
Contract net fees as a percentage of Contract revenue.

Purpose: increasing margins is an indicator of business quality 
and the service we offer.

Objective: grow Group net fees

7. Consultant yield
Net fees divided by the Group average sales headcount 
divided by 12.

Purpose: this is an indicator of the productivity of the 
sales teams.

Objective: grow Group net fees

2019 performance:

17.5%** 
+0.7% pts 
(2018: 16.8%)

2019 performance:

83.7%** 
+16.3% pts 
(2018: 67.4%) 

2019 performance:

20.3% 
+0.4% pts 
(2018: 19.9%)

2019 performance:

£11.8K 
-2%* 
(2018: £11.9k)

The ratio has increased by 70 bps to 17.5% year on year. 
This is a result of a strong profit performance, primarily in our 
international markets, as well as thanks to operational cost 
savings delivered from the restructuring of Group’s support 
functions. It was partially offset by sales headcount investment 
driving increased personnel spend.

**  Excludes the impact of £2.3 million (2018: £6.4 million) in net exceptional strategic 
restructuring costs and CEO change costs. 

Cash conversion has increased significantly. It reflects 
a combination of (i) the improved underlying trading 
performance, driven by our international markets, (ii) cost 
savings generated from the restructuring of support functions, 
and (iii) the benefits of operational efficiencies including 
cash collection.

**  Excludes the impact of £2.3 million (2018: £6.4 million) in net exceptional strategic 
restructuring costs and CEO change costs. 

Contract margin is marginally up on the prior year, owing 
to improvements in Energy & Engineering and Life Sciences 
sectors, offset by a slightly weaker performance in Technology.

Consultant yield declined in the year with Contract yields 
down 2%* and Permanent yields down 5%*.

Overall growth in average sales headcount of 7% exceeded 
growth in net fees of 5%. This was mainly driven by USA  
and DACH regions, where headcount grew by 11% and  
13% respectively, while their net fees increased by 9%  
and 10% respectively. 

* In constant currency.

Link to strategic pillars 2019
3, 5

Link to strategic pillars 2019
3

Link to strategic pillars 2019
1

Link to strategic pillars 2019
5

Group operational KPIs

11,7742019

11,8722018

11,4702017

10,2002016

20.3%2019

19.9%2018

19.8%2017

19.9%2016
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Key performance indicators 
continued

Group operational KPIs continued

8. Contract and Permanent mix
Proportion of net fees attributable to Contract and 
Permanent placements.

Purpose: having an increased mix towards Contract helps 
to protect the Group from cyclical extremes, typical of the 
recruitment sector, and helps drive profitability.

Objective: investment in Contract to accelerate growth and 
mitigate economic downturns

9. Contractors
The number of period end contractors (Freelance and 
Employed) on placement with one of the Group’s clients at the 
end of the relevant period. 

Purpose: it shows progress against our Contract strategy at 
a point in time and is an indicator of future Contract net fees 
when considered in conjunction with average fees.

Objective: investment in Contract to accelerate growth and 
mitigate economic downturns

10A. People measures 
Year end sales headcount/churn
Churn is calculated as the number of leavers in a year as a 
percentage of the average sales headcount. Headcount is 
based on full time equivalent heads in place at the year end.

Purpose: these are the measures of employee retention and 
also an indicator of how well a business is run. Churn is used  
for the Group STIP and LTIP.

Objective: foster and retain a skilled, motivated and 
engaged team

10B. People measures
Female representation in key sales roles
Female representation in a particular sales cohort  
(e.g. Level 3 or Level 4) is calculated as number of  
female employees at each job level at the year-end  
as a percentage of the total headcount at that job level  
at that particular point.

Purpose: a broad indicator of the inclusivity at SThree.

Objective: foster and retain a skilled, motivated and 
engaged team

2019 performance:

 
 
 

2018: 2019 performance:

11,110 
-1% 

2018:

11,203

2019 performance:

 

2019 performance:

Level 3: 31% 
+3% pts

Level 4: 11% 
-2% pts
(2018: Level 3: 28%, Level 4: 13%)

Level 3 cohort represents Sales Business Managers

Level 4 cohort represents Sales Directors

The Group continues to remix towards its Contract business,  
in line with our strategy. Our Contract business has proven  
to be more profitable and more resilient than Permanent.

In line with our strategy we have successfully been growing 
our Contract business. Although the number of contractors 
declined by 1% year on year, the size of our Contract offering 
continues to grow in line with an increase in net fees generated 
per contractor. Continental Europe, our strongest Contract 
market generated growth in contractor numbers, whilst both 
USA and UK&I saw a decline.

To achieve our strategic growth plans and expand efficiently, 
we must attract and retain sufficient headcount, thereby 
building the experience pool and avoiding re-training.

In 2019, we saw an improvement of 2% pts in the Group’s 
churn ratio. This was primarily driven by UK&I business which 
experienced a 12% pts improvement in churn year on year. 
This follows the restructure of our Permanent business in UK&I 
with headcount in the division now rightsized.

In line with SThree’s Leadership Principles – Know me, Focus 
me, Develop me, Care for me, Include me, we strive to have a 
diverse leadership team, by increasing the number of women 
at every level. Throughout 2019 we maintained a focused 
approach to the development of our female colleagues.

This year we continued making various investments across 
the business to ensure we develop and nurture an inclusive 
work environment. Throughout SThree we delivered new 
Sales Leadership and Sales Management development 
programmes – equipping our employees, especially female 
members, with the skills and techniques to effectively lead 
and manage their teams, and with support and insights on 
how to reach their next career level. 

Link to strategic pillars 2019
3

Link to strategic pillars 2019
3

Link to strategic pillars 2019
2, 6

Link to strategic pillars 2019
6

Contract  74%
Permanent 26%

Contract  72%
Permanent 28%
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8. Contract and Permanent mix
Proportion of net fees attributable to Contract and 
Permanent placements.

Purpose: having an increased mix towards Contract helps 
to protect the Group from cyclical extremes, typical of the 
recruitment sector, and helps drive profitability.

Objective: investment in Contract to accelerate growth and 
mitigate economic downturns

9. Contractors
The number of period end contractors (Freelance and 
Employed) on placement with one of the Group’s clients at the 
end of the relevant period. 

Purpose: it shows progress against our Contract strategy at 
a point in time and is an indicator of future Contract net fees 
when considered in conjunction with average fees.

Objective: investment in Contract to accelerate growth and 
mitigate economic downturns

10A. People measures 
Year end sales headcount/churn
Churn is calculated as the number of leavers in a year as a 
percentage of the average sales headcount. Headcount is 
based on full time equivalent heads in place at the year end.

Purpose: these are the measures of employee retention and 
also an indicator of how well a business is run. Churn is used  
for the Group STIP and LTIP.

Objective: foster and retain a skilled, motivated and 
engaged team

10B. People measures
Female representation in key sales roles
Female representation in a particular sales cohort  
(e.g. Level 3 or Level 4) is calculated as number of  
female employees at each job level at the year-end  
as a percentage of the total headcount at that job level  
at that particular point.

Purpose: a broad indicator of the inclusivity at SThree.

Objective: foster and retain a skilled, motivated and 
engaged team

2019 performance:

 
 
 

2018: 2019 performance:

11,110 
-1% 

2018:

11,203

2019 performance:

 

2019 performance:

Level 3: 31% 
+3% pts

Level 4: 11% 
-2% pts
(2018: Level 3: 28%, Level 4: 13%)

Level 3 cohort represents Sales Business Managers

Level 4 cohort represents Sales Directors

The Group continues to remix towards its Contract business,  
in line with our strategy. Our Contract business has proven  
to be more profitable and more resilient than Permanent.

In line with our strategy we have successfully been growing 
our Contract business. Although the number of contractors 
declined by 1% year on year, the size of our Contract offering 
continues to grow in line with an increase in net fees generated 
per contractor. Continental Europe, our strongest Contract 
market generated growth in contractor numbers, whilst both 
USA and UK&I saw a decline.

To achieve our strategic growth plans and expand efficiently, 
we must attract and retain sufficient headcount, thereby 
building the experience pool and avoiding re-training.

In 2019, we saw an improvement of 2% pts in the Group’s 
churn ratio. This was primarily driven by UK&I business which 
experienced a 12% pts improvement in churn year on year. 
This follows the restructure of our Permanent business in UK&I 
with headcount in the division now rightsized.

In line with SThree’s Leadership Principles – Know me, Focus 
me, Develop me, Care for me, Include me, we strive to have a 
diverse leadership team, by increasing the number of women 
at every level. Throughout 2019 we maintained a focused 
approach to the development of our female colleagues.

This year we continued making various investments across 
the business to ensure we develop and nurture an inclusive 
work environment. Throughout SThree we delivered new 
Sales Leadership and Sales Management development 
programmes – equipping our employees, especially female 
members, with the skills and techniques to effectively lead 
and manage their teams, and with support and insights on 
how to reach their next career level. 

Link to strategic pillars 2019
3

Link to strategic pillars 2019
3

Link to strategic pillars 2019
2, 6

Link to strategic pillars 2019
6

RR

2,463 heads2019

2,332 heads2018

2,257 heads2017

2,044 heads

CHURN 37%

CHURN 39%

CHURN 36%

CHURN 38%2016
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10C. People measures
Employee net promoter score (‘eNPS’)
Biannual employee survey that captures regular feedback  
from employees about their experience of working at SThree.

Purpose: eNPS will help us make the right changes based 
on employee feedback and track what is working using our 
eNPS benchmark.

Objective: foster and retain a skilled, motivated and 
engaged team

11. Customer net promoter score (‘NPS’)
Candidate and client surveys introduced to capture regular 
feedback from customers about their experience of working 
with SThree.

Purpose: it represents the likelihood of our clients and 
candidates recommending our services to a friend or 
colleague. It is included within the Group STIP and LTIP targets.

Objective: provide an excellent customer experience

12. Total shareholder return (‘TSR’)
The growth in value of a shareholding over a three-year period, 
assuming that dividends are re-invested to purchase additional 
shares at the closing price applicable on the ex-dividend date. 

Purpose: this metric is used to assess the TSR element of Group 
LTIP scheme which vests two months post the year-end date 
(31 January 2020).

Objective: increase earnings and returns

13.  Adjusted basic earnings per share (‘EPS’)
Profit after tax before adjusting items divided by the weighted 
average number of shares in issue during the year. 

Purpose: used by investors to assess return of a business  
versus share price. Used for Group LTIP vesting in conjunction 
with determining the Group historical price to earnings ratio  
for tracker share settlements.

Objective: increase earnings and returns

2019 performance:
Average global eNPS: 

38
(2018: 29)

eNPS global support: 

3 
(2018: -5)

 
eNPS global sales: 

45 
(2018: 34)

2019 performance:
Average NPS: 

44 
+2 pts
(2018: 42)

2019 performance:

33.2% 
+26.5% pts 
(2018: 6.7%) 

2019 performance:

33.2p** 
+8% (+7%*) 
(2018: 30.7p)

Our average eNPS Group score increased across both our 
sales and support functions in 2019. We surpassed our target 
made in 2018 to increase our average eNPS by 4% pts.

With investment in dedicated specialists in key areas such as 
learning & development, communications, reward, diversity & 
inclusion, and employee engagement, to develop and refresh 
our strategic offering in these areas, we would expect to see 
ongoing positive increases over 2020 and beyond.

Our leadership team is committed to continuous feedback 
and a two-way dialogue and have commissioned the launch 
of a new, dynamic engagement tool which will provide real-
time action plans for key areas to address and drive positive 
change in SThree’s culture (target completion date June 2020).

We maintain an ongoing dialogue with our clients and 
candidates, to gather feedback, which helps us measure  
and improve the customer experience.

During the year, we conducted four quarterly net promoter 
surveys among our customers. This helps us draw meaningful 
insights into the changing work landscape. 

Overall, our global NPS score improved and is currently at 44, 
two points up from 42 at the end of last year. Based on the 
feedback received, we have identified that our main areas of 
focus in the coming months are how we continually engage 
with our candidates, while looking at how we develop our 
systems and processes to make them easier to navigate and 
more consistent in getting things right first time.

We continue to engage with candidates across our network, 
to help them find new roles and build new careers, providing 
a springboard to harness their talents and adapt to the 
changing geo-political markets. 

The TSR performance during the assessed period (2016 
to 2019) was affected by wider global macro-economic 
conditions, in particular the challenges and uncertainties 
associated with Brexit.

During the year, SThree embraced an ambition to reinvigorate 
the Group strategy with focus on growing the key markets 
and sectors. It sent positive signals to the market about SThree 
outlook, resulting in a rise of share price in Q4 2019.

Adjusted basic EPS increased due to the improved adjusted 
profit before tax and a consistent effective tax rate. Growth in 
Group profits was partially offset by a 1.2 million increase in the 
weighted average number of shares in issue, at 129.9 million 
(2018: 128.7 million).

*  In constant currency.

**  Excludes the impact of £2.3 million (2018: £6.4 million) in net exceptional strategic 
restructuring costs and CEO change costs. 

Link to strategic pillars 2019
6

Link to strategic pillars 2019
2

Link to strategic pillars 2019
5

Link to strategic pillars 2019
3

Key performance indicators 
continued

Group operational KPIs continued

R
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10C. People measures
Employee net promoter score (‘eNPS’)
Biannual employee survey that captures regular feedback  
from employees about their experience of working at SThree.

Purpose: eNPS will help us make the right changes based 
on employee feedback and track what is working using our 
eNPS benchmark.

Objective: foster and retain a skilled, motivated and 
engaged team

11. Customer net promoter score (‘NPS’)
Candidate and client surveys introduced to capture regular 
feedback from customers about their experience of working 
with SThree.

Purpose: it represents the likelihood of our clients and 
candidates recommending our services to a friend or 
colleague. It is included within the Group STIP and LTIP targets.

Objective: provide an excellent customer experience

12. Total shareholder return (‘TSR’)
The growth in value of a shareholding over a three-year period, 
assuming that dividends are re-invested to purchase additional 
shares at the closing price applicable on the ex-dividend date. 

Purpose: this metric is used to assess the TSR element of Group 
LTIP scheme which vests two months post the year-end date 
(31 January 2020).

Objective: increase earnings and returns

13.  Adjusted basic earnings per share (‘EPS’)
Profit after tax before adjusting items divided by the weighted 
average number of shares in issue during the year. 

Purpose: used by investors to assess return of a business  
versus share price. Used for Group LTIP vesting in conjunction 
with determining the Group historical price to earnings ratio  
for tracker share settlements.

Objective: increase earnings and returns

2019 performance:
Average global eNPS: 

38
(2018: 29)

eNPS global support: 

3 
(2018: -5)

 
eNPS global sales: 

45 
(2018: 34)

2019 performance:
Average NPS: 

44 
+2 pts
(2018: 42)

2019 performance:

33.2% 
+26.5% pts 
(2018: 6.7%) 

2019 performance:

33.2p** 
+8% (+7%*) 
(2018: 30.7p)

Our average eNPS Group score increased across both our 
sales and support functions in 2019. We surpassed our target 
made in 2018 to increase our average eNPS by 4% pts.

With investment in dedicated specialists in key areas such as 
learning & development, communications, reward, diversity & 
inclusion, and employee engagement, to develop and refresh 
our strategic offering in these areas, we would expect to see 
ongoing positive increases over 2020 and beyond.

Our leadership team is committed to continuous feedback 
and a two-way dialogue and have commissioned the launch 
of a new, dynamic engagement tool which will provide real-
time action plans for key areas to address and drive positive 
change in SThree’s culture (target completion date June 2020).

We maintain an ongoing dialogue with our clients and 
candidates, to gather feedback, which helps us measure  
and improve the customer experience.

During the year, we conducted four quarterly net promoter 
surveys among our customers. This helps us draw meaningful 
insights into the changing work landscape. 

Overall, our global NPS score improved and is currently at 44, 
two points up from 42 at the end of last year. Based on the 
feedback received, we have identified that our main areas of 
focus in the coming months are how we continually engage 
with our candidates, while looking at how we develop our 
systems and processes to make them easier to navigate and 
more consistent in getting things right first time.

We continue to engage with candidates across our network, 
to help them find new roles and build new careers, providing 
a springboard to harness their talents and adapt to the 
changing geo-political markets. 

The TSR performance during the assessed period (2016 
to 2019) was affected by wider global macro-economic 
conditions, in particular the challenges and uncertainties 
associated with Brexit.

During the year, SThree embraced an ambition to reinvigorate 
the Group strategy with focus on growing the key markets 
and sectors. It sent positive signals to the market about SThree 
outlook, resulting in a rise of share price in Q4 2019.

Adjusted basic EPS increased due to the improved adjusted 
profit before tax and a consistent effective tax rate. Growth in 
Group profits was partially offset by a 1.2 million increase in the 
weighted average number of shares in issue, at 129.9 million 
(2018: 128.7 million).

*  In constant currency.

**  Excludes the impact of £2.3 million (2018: £6.4 million) in net exceptional strategic 
restructuring costs and CEO change costs. 

Link to strategic pillars 2019
6

Link to strategic pillars 2019
2

Link to strategic pillars 2019
5

Link to strategic pillars 2019
3

Group shareholders’ KPIs

RR

33.2p2019

30.7p2018

25.7p2017

23.2p2016

33.2%2019

6.7%2018

19.1%2017

-5.0% 2016
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Our principal risks

As a purpose driven organisation, this 
drives our approach to risk, compliance, 
values and culture, to help deliver on 
our strategy. This requires all parts of our 
business to work together to consider the 
factors that might affect our performance, 
including emerging risks. 

Connecting risk, opportunity and strategy
Risk mitigation helps SThree manage specific areas of the 
business. However, when brought into our day-to-day activities 
successful risk management helps us to maximise our 
competitive advantage and deliver on our strategic pillars. 
Whilst the ultimate responsibility for risk management rests  
with the Board, the effective day-to-day management of risk  
is in the way we do business and our culture.

Aligning risks and strategy by using risk to help make the 
right strategic decisions, in order to deliver our strategy and 
competitive advantage throughout the business, we ensure that 
we maintain a balance between safeguarding against potential 
risks and taking advantage of all potential opportunities.

Risk management structure
Our Enterprise Risk Management (‘ERM’) framework processes 
and arrangements all help to ensure the ongoing monitoring 
of principal risks and controls by the Audit Committee and 
Board. Our approach is to have an organisational structure, 
which allows close involvement of senior management in all 
significant decisions, combined with a prudent and analytical 
approach, as well as clear delegations, all of which help to align 
the Group’s interests with those of shareholders. We believe that 
the effective management of risk is based on a mix of ‘top-down’ 
and ‘bottom-up’ approaches, which include:

 – our strategy setting process;
 – the quality of our people and culture;
 – established procedures and internal controls;
 – policies for highlighting and controlling risks;
 – assurance via self-verification, internal audit and 
external audit;

 – regular oversight by the relevant Committees; and
 – reacting quickly to market conditions and the cycle.

We have integrated ERM processes into our overall strategy,  
with risk appetite measures reviewed by the Board based  
on an assessment of its key risks (including reputational risks),  
to ensure implementation of ERM processes and mitigation 
actions. These are periodically assessed by the Board and  
Senior Executive Committee (‘SEC’) through a variety of 
measures, including KPIs.

The Group continues to operate in diverse and increasingly 
demanding specialist sectors. As such, the Group’s strategic 
planning and review processes are periodically reviewed to 
ensure alignment of corporate, sector, regional and support 
goals within the strategic plan in order to mitigate risks.

Principal risks
1.  Macro-economic environment cyclicality
2.   Competitive environment and business model
3.  Commercial relationship and customer risk
4. Contract risk
5. Foreign exchange translation
6.  People, talent acquisition and retention
7. Information technology and cyber risks
8. Data protection and management
9. Compliance
10. Brexit
11. Strategic change management (new)
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Principal risks
The graph below shows the impact and 
probability of occurrence of each of our principal 
risks after mitigating controls (i.e. residual risk):
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Support Function’s – Risk discussion Regional’s – Risk Committees

Risk process:

SThree plc Board

Audit Committee Group Risk &  
Compliance Committee+

Identify risks + + +Analyse and assess Respond and control Monitor and review

Governance
 – Policies and procedures
 – Appetite and tolerance
 – Oversight, assurance and reporting

Risk resources  
and infrastructure
 – Systems and data
 – Roles and responsibilities
 – Culture
 – Project management

Our principal risks 
continued

Our approach to risk – governance and oversight
Key risk governance and oversight is via the following:

Day-to-day risk management
 – Identify, manage and report risks
 – Directors, Functions, Business Unit
 – Local Risk Registers
 – Quarterly reviews

Business and strategic risk management
 – Plan and manage performance, 
address operational/regional/sector/
people and culture issues

 – Regional and Sector Boards
 – Senior Executive Committee (‘SEC’)
 – Six-monthly reviews

Oversight and governance
 – Risk identification, oversight, appetite, 
policy setting, reporting

 – Internal controls, SThree plc Board and 
Audit Committee

 – Internal Audit & Compliance functions, 
Risk & Compliance Committee, 
external specialists

 – Six-monthly reviews and 
annual workshop

We believe that the effective management 
of risk is based on a mix of a ‘top-down’ and 
‘bottom-up’ approach.
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Principal risk and compliance targets
Both financial and non-financial KPIs are used throughout the Group to drive results and monitor activities. The principal non-financial 
indicators are listed in the table below, including how these apply in a strategic, remuneration or risk context. Further commentary is 
provided within the Chief Executive Officer’s and other Officers’ sections of this Annual Report, where appropriate.

Risk and compliance 2019 2018
Definition and  
method of calculation

Strategic/Remuneration/ 
Risk context

Risk management
(see also principal risks 
above and Corporate 
Governance and Audit 
Committee Reports)

Aim to achieve a 
sensible risk/reward 
balance, assessed via 
risk map, including 
emerging and 
sustainability risks.

Aim to achieve a 
sensible risk/reward 
balance, assessed via 
risk map, including 
emerging and 
sustainability risks.

The Group has a well-
defined ERM framework 
embedded throughout 
the business using an 
EBITDA measurement 
scale to assess impact. 
Risk appetite levels is 
reviewed by the Board 
and risks/mitigation are 
periodically reviewed 
to ensure continued 
strategic alignment.

The Group’s success 
is dependent on 
balancing risk and 
reward. To achieve 
this, it has integrated 
ERM processes into its 
overall strategy, with 
risk appetite and other 
measures reviewed by 
the Board.

Compliance targets
(by country/sector)

Range of metrics 
varying by region, 
sector, deemed 
employment or 
misclassification risk.

Range of metrics 
varying by region, sector, 
deemed employment  
or misclassification risk.

Contractor compliance 
in respect of client/
contractor terms, 
rates/duration/types 
and ID collection, is 
monitored, plus there is 
zero tolerance on code 
of conduct breaches 
or fines. 

Compliance processes 
are periodically 
reviewed to align 
with changing local 
legislation, guard 
against deemed 
employment or other 
risks and significantly 
mitigate risks in 
higher risk sectors. 
Insurance cover may 
also be obtained, 
where necessary.

Environment/CSR
(see also ‘How we are 
building the future’ on 
pages 48 to 67)

Specific targets, 
including diversity 
and carbon 
footprint reduction.

Specific targets, 
including diversity 
and carbon 
footprint reduction.

Steadily improving 
targets are being set 
to reduce the Group’s 
carbon footprint 
and make savings in 
energy expenditure.

Measures are agreed 
strategically, but with 
local implementation 
parameters, based on 
specific office location, 
age etc.

Compliance targets
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1.  Macro-economic environment/
Cyclicality

Mitigation strategy
Risks can develop and evolve over time and their potential 
impact or likelihood may vary in response to changes in  
internal and external circumstances.

Risks and mitigation activities that are outlined below, whilst  
not exhaustive nor in any order of priority, are those which  
could have a material adverse effect on the implementation  
of our strategic priorities, our business, financial performance, 
cash flows, liquidity, shareholder value and reputation.

A change in the market or geo-political conditions  
adversely impacting performance, thereby reducing 
profitability and liquidity.

Any failure to react to or to take advantage of changes  
in the economy in a timely manner can result in over or 
under investment and therefore reduce profitability.

Background/context
The performance of the Group has a relationship and 
dependence on the underlying growth of the economies 
of the countries in which it operates in so far as it impacts 
client and candidate confidence. 

The recruitment sector, in particular, is highly cyclical  
and suffers from a lack of visibility which can make even 
short-/medium-term planning or target setting difficult.

Mitigating factors and controls
The Group is well diversified in its operations across 
geographies, sectors, and mix of Permanent/Contract 
business. Contract is more resilient in less certain economic 
conditions than Permanent and also provides a counter 
cyclical cash hedge working capital release of circa £10k 
per contract finisher in the event of a decline in business.

The Group has a flexible cost base that is carefully 
managed to react swiftly to changes in market activity. 
This has been demonstrated by our reorganisation of the 
UK, Energy and Banking businesses, following periods of 
subdued activity.

The Group has a strong balance sheet with low levels  
of net debt through the year and committed/flexible  
debt facilities to support the business.

The Group is cash generative and requires low levels of 
capital investment.

Political uncertainty continues in the UK, whilst the 
current global economic outlook also remains uncertain. 
We continue to monitor the impact of Brexit and assess 
how we mitigate our risks in the UK with opportunities in 
Continental Europe, especially in Banking & Finance.

Change from last year
Increased

Link to strategic pillar
1, 2

Our principal risks 
continued

Strategic pillars
1.  To be a leader in the markets we choose to serve.
2.  Leveraging our position at the centre of STEM to deliver 

sustainable value to our candidates and clients.
3.  Create a world class operational platform through data, 

technology and infrastructure.
4.  Find, develop and retain great people.

Increased Decreased No change

Change in risk
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2.  Competitive environment/  
Business model

3.  Commercial relationships/ 
Customer risk

Competitors, social media or disruptive technology/
innovation taking market share and putting pressure 
on margins.

Background/context
The Group faces increasing competitor risk in more mature 
markets, where there is also strong competition for both 
clients and candidates. Increasing use of social media 
for recruitment purposes and a trend towards outsourced 
recruitment models, with associated margin pressures, can 
also adversely impact. The realisation/commercialisation of 
a disruptive technology or other innovation (e.g. web-based, 
low-margin operators) by either a current or new competitor 
could threaten the Group by challenging the viability of the 
current business model and therefore the ability to sustain 
revenue and profits.

Mitigating factors and controls
Diversify into different geographies/sectors and evolving 
business models or offerings to add greater value. Focus on 
specialist roles in developing markets to resist pricing pressure.

Investment in online presence and partnering with LinkedIn 
to improve customer and client experience. 

Appropriate innovation and project groups to factor in 
market developments and introduce structured creativity, 
so as to help guard against the risk of disruptive technology 
and position the Group as a disruptor itself. This has led to 
investments in various businesses. The rise in AI has also led 
to opportunities for the Group, through making placements 
in this niche specialism, as well as looking to adopt the use 
of AI itself in its position.

Introduction of NPS tracking, to improve focus on customers/
targeting and add greater value.

Increasing regulatory and compliance requirements on 
Contract, as well as sustained uncertainty over Brexit, are 
continued barriers to entry.

Change from last year
No change

Link to strategic pillar
1, 3

Some customers may be unable to fulfil financial obligations 
resulting in the write-off of debts.

Background/context
The Group benefits from close commercial relationships  
with key clients, predominantly in the private sector, and is 
always subject to the risk that some customers might be 
unable to fulfil obligations.

Mitigating factors and controls
Strong credit rating and verification procedures to manage 
bad debts, working capital, credit control and other financial 
risks. The Group has a diverse mix of clients/customers and is 
not financially dependent on any single one.

Change from last year
No change

Link to strategic pillar
1, 2
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4. Contractual risk

With larger global service arrangements, there may  
be demand for more onerous contract terms that can 
increase the Group’s risk exposure.

Background/context
Clients increasingly require more complex or onerous 
contractual arrangements. The placing of temporary 
workers generally represents greater risk for the organisation 
than Permanent placements. This risk increases in more 
litigious environments.

Mitigating factors and controls
Management seek to contain risks when negotiating 
contracts and ensure that the nature of risks and their 
potential impact is understood. Contract approval 
processes with exceptions to standard terms, such as  
liability or insurance, require senior sign-off, as defined in 
the Group’s authority matrix. This is also overseen by a 
Compliance function and Risk & Compliance Committee, 
expanded Into the regions in 2019.

We generally place responsibility for supervision and control 
directly with the client, excluding any consequential loss. 

Our global legal team has the depth of knowledge and 
experience to enable them to advise the business on the 
level of risks posed by non-standard contracts.

Assurance work is undertaken by the Group internal audit 
team to monitor compliance, especially in higher risk sectors 
such as Energy.

For risks that cannot otherwise be mitigated, insurance 
cover is purchased where appropriate.

Change from last year
Increased

Link to strategic pillar
1, 2, 4

Our principal risks 
continued

Strategic pillars
1.  To be a leader in the markets we choose to serve.
2.  Leveraging our position at the centre of STEM to deliver 

sustainable value to our candidates and clients.
3.  Create world class operational platform through data, 

technology and infrastructure.
4.  Find, develop and retain great people.

Increased Decreased No change

Change in risk
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6. Information technology/Cyber risks5. People/Talent acquisition/Retention

A serious system or third party disruption, loss of data  
or security breach could have a material impact on the 
Group’s operations or project delivery.

Background/context
The Group is reliant on delivering its service to clients 
through a number of technology systems and on 
completing a number of key internal projects via third party 
IT specialists.

A malicious cyber-attack which compromises the 
defences of a third party cloud provider/website could 
pose significant operational disruption to SThree and/or 
result in the loss of sensitive data, so damaging reputation. 
The increasing prevalence of cyber-attacks, including at  
our peers, highlights the risks in this area.

Mitigating factors and controls
The Group’s IT infrastructure is regularly reviewed to ensure 
it has capacity to cope with a major data or system loss 
or security breach. As a result of increasing risks in this 
area, we continue to invest in software and penetration 
testing, having also previously engaged PwC to undertake 
a cyber and IT security audit. As a result of this audit we 
have already completed improvements in strategy, access 
controls, vulnerability testing and patch management 
with further improvements ongoing. Business continuity 
arrangements are also being reviewed.

Important third parties and suppliers provide essential IT and 
project infrastructure and their performance/robustness is 
monitored to ensure business-critical processes or projects 
are safeguarded as far as is practicably possible.

IT systems and providers are periodically reviewed to ensure 
they remain effective/safe and project management 
teams review risks associated in upgrading key systems, 
utilising robust management tools which monitor progress 
across the life of any project. Increasing cloud use is also a 
consideration in mitigating risk.

Change from last year
Increased

Link to strategic pillar
1, 2, 3

High churn rates or the loss of key talent could slow our 
growth and reduce profitability.

Background/context
The Group is reliant on its ability to recruit, train, develop 
and retain high performing individuals to meet its growth 
strategy. Failure to attract and retain individuals with the 
right skill set, particularly those who are more senior, may 
adversely affect the Group’s performance. At the same time, 
the Group’s business model demands flexibility to expand or 
consolidate, depending on the economic environment.

High churn or the inability to attract key talent can also lead 
to insufficient mid and upper managerial bench strength 
in terms of breadth of experience from within or outside 
SThree. As markets improve, the risk of churn can increase. 
Some underlying issues, such as low female representation, 
could also expose the Group to reputational risk or a lack of 
diverse thinking.

Mitigating factors and controls
A structured induction programme and career development 
with ongoing training and competitive pay/benefits 
structures, linked to performance. Appropriate use of equity 
to reward relevant individuals.

Continual focus on engaging and developing key 
managers to ensure succession planning. Training and 
development programmes to support expansion, whilst  
also providing a rewarding and challenging career.

Strong focus on diversity and inclusion agenda, use of 
‘me@work’ to create structured development plans and 
assist in facilitating more rewarding careers, as well as the 
introduction of eNPS for employees.

We maintained a focused approach to the development 
and progression of our female colleagues in SThree. 
Continued offering of IdentiFy, a programme to develop our 
future female leaders.

During the year, overall churn rates reduced slightly and we 
continue to attempt to lower these as part of our strategic 
objectives setting.

We continue to monitor and provide support in relation 
to the impact of Brexit on our people plans for EU and 
UK employees.

Change from last year
Increased

Link to strategic pillar
1, 4
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7. Data processing/Management

A serious data issue could expose the Group to potential 
legal, financial and reputational risk.

Background/context
The Group works with confidential, sensitive and personal 
data in a number of countries on a daily basis under a 
variety of laws and regulations. Introduction of the General 
Data Protection Regulation (‘GDPR’) has meant significant 
changes to our collection and processing activity which 
were put in place from May 2018.

Mitigating factors and controls
Policies and procedures for handling and storing sensitive, 
confidential and personal data across the Group, were 
updated in May 2018, in response to the GDPR changes. 
This followed the creation of a dedicated cross functional 
project team to progress initiatives which ensured full GDPR 
compliance. Where data protection and privacy legislation 
allows, email monitoring is undertaken to address areas of 
concern and to protect confidential information.

IT systems and providers are periodically reviewed to ensure 
they remain effective and compliant.

Change from last year
Increased

Link to strategic pillar
1, 2, 3

Our principal risks 
continued

Strategic pillars
1.  To be a leader in the markets we choose to serve.
2.  Leveraging our position at the centre of STEM to deliver 

sustainable value to our candidates and clients.
3.  Create world class operational platform through data, 

technology and infrastructure.
4.  Find, develop and retain great people.

Increased Decreased No change

Change in risk
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9. Foreign exchange translation (‘FX’)8. Compliance

A significant adverse movement in FX rates may 
reduce profitability.

Background/context
The Group has significant operations outside the UK  
and is consequently exposed to foreign exchange 
translation risk due to movements in exchange rates.

Following the EU referendum in the UK in June 2016, there 
has been significant macro-economic uncertainty and 
therefore heightened volatility in the value of the GBP.

Mitigating factors and controls
The Board annually reviews the Group’s treasury strategy 
to ensure that it remains appropriate. Whilst the Group’s 
treasury department proactively monitors transactional FX 
exposures to ensure that they are minimised, translational 
impacts of movements in the relative value of GBP are 
not hedged.

Change from last year
No change

Link to strategic pillar
1, 2

Non-compliance with laws or regulations can lead to 
increasingly heavy fines/penalties which could expose  
us to potential legal, financial or reputational risk.

Background/context
The specialist recruitment industry is governed by increasing 
levels of regulation/compliance, which vary from country 
to country and market to market. This includes employment 
laws or regulations specific to specialist business sectors or 
temporary workers, which necessitate pre-employment or 
independence checks and which may increase the Group’s 
exposure to potential legal, financial or reputational risk. 
Changes in legislation in the UK (IR35) and the Netherlands 
(DBA) provide both risks and opportunities, such as our 
ECM model.

Mitigating factors and controls
The Group is committed to meeting its regulatory 
responsibilities and continues to strengthen its training 
programmes, internal controls, audit, compliance and  
other processes with respect to legal and contractual 
obligations, particularly in higher risk sectors such as  
Energy. Our growing ECM offering is a key mitigator.

As employment laws are tightened, this creates both risks 
and opportunities. The Contract market is more heavily 
regulated and changes in legislation may impact the 
Group. Policies, compliance, on boarding processes or 
systems therefore reflect specific market or sector needs  
and best practice, to meet legal or other requirements  
and control risks, with our processes and systems being 
adapted accordingly. The Internal Audit function carries  
out regular reviews to ensure that processes are being 
followed correctly and controls/systems function effectively.

Increasing regulatory pressure, including that arising 
from the OECD’s Base Erosion and Profit Shifting 
Project, is monitored and as member states implement 
recommendations into their domestic legislation, our 
compliance obligations follow. Our tax strategy is designed 
to manage risks in this area and further details are 
published on our website.

Change from last year
Increased

Link to strategic pillar
1, 2
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Our principal risks 
continued

10. Brexit

Departure from the EU after the transition period without 
a free trade arrangement. This presents both a risk and 
an opportunity.

Background/context
Cross border flows of candidates will likely be impacted, 
whilst clients may also look to relocate to ensure a 
continuing EU base.

Mitigating factors and controls
Brexit itself does not present specific or direct challenges 
to our business model and operations, it is the uncertainty 
created and related macro-economic impacts which pose 
greater risk. Ongoing viability, dividend and tax assessments 
have all been undertaken in the light of Brexit and there is 
no material business impact either positively or negatively.

To mitigate any Brexit risks, a number of specific actions 
have been undertaken under a plan which is project 
managed by a working group and monitored at Board 
level. This activity included profiling and contacting all of 
our EU and non-EU employees to inform and assist on the 
necessary administration required to seamlessly continue  
in roles post Brexit.

We are well positioned in attractive STEM markets and  
have a strong EU presence in sectors which are likely to  
be impacted, such as Banking & Finance, which is part  
of our core investor proposition.

The Group is therefore well prepared for this eventuality 
and we have the administrative, legal and IT framework in 
place to ensure that we are able to carry on running the 
business as we do now. In terms of costs, there would likely 
be some additional administrative costs but these should 
be de minimis.

Change from last year
No change

Link to strategic pillar
1, 2, 4

Strategic pillars
1.  To be a leader in the markets we choose to serve.
2.  Leveraging our position at the centre of STEM to deliver 

sustainable value to our candidates and clients.
3.  Create world class operational platform through data, 

technology and infrastructure.
4.  Find, develop and retain great people.

Increased Decreased No change

Change in risk
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12. Emerging risks11. Strategic change management

Risks which do not currently have a major impact but  
which may impact more significantly in the future. 

Climate change impacting clients, as well as our own 
activities, with market and regulatory developments in  
this area presenting emerging risks and opportunities.

Background/context
The Group needs to be aware of future impacts on its 
strategic and operational landscape in order to adapt  
and survive as a business.

Mitigating factors and controls
Horizon watching activities are undertaken at Board and 
functional level, with regular updates on aspects including 
governance, legal and regulatory changes, climate impacts, 
as well as the consequent knock on effect on sectors, clients 
and candidates.

Change from last year
Increased climate change risks

Link to strategic pillar
1, 3

The inability to manage or effect strategic changes 
efficiently within the organisation, causing badly  
delivered projects or excessive financial impact.

Background/context
The Group has embarked on significant strategic projects 
and initiatives and must continue to do so in order to 
achieve greater scale. Key learnings from these have 
highlighted the need for greater investment in change 
management resource.

A key part of successful change management is to ensure 
values and culture changes keep pace with organisational, 
or other, changes.

Mitigating factors and controls
During the year the Group reviewed its strategic change 
management capability and created the role of Chief 
Strategy & Development Officer (‘CSDO’), with appropriate 
resource. This has led to the creation of well managed 
workstreams and improved PMO capability to create and 
take forward separate underlying projects as part of our 
strategic implementation plans.

Consideration is given to values and cultural changes 
within change management programmes. Organic versus 
inorganic growth, including M&A, where this would improve 
the speed of growth or open up a new business stream, are 
key considerations in this area.

Change from last year
Increased

Link to strategic pillar
1, 3
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Compliance Statements

Going Concern Statement
The Group’s business activities and strategy, together with the 
factors likely to affect its future development and performance 
are explained in the Strategic Report. Further detail on its 
financial performance and position, treasury activities, funding 
arrangements, and objectives, policies and procedures for 
managing various risks, including liquidity, capital management 
and credit risks, is provided in the financial statements and 
accompanying notes.

The Directors have considered the Group’s forecasts and 
projections, taking into account possible adverse changes in 
trading performance, risks and uncertainties and the Group’s 
available banking facilities.

Based on this review, and after making enquiries, the Directors 
have a reasonable expectation that the Group and the 
Company have adequate resources to continue in operational 
existence for at least 12 months from the date on which this 
report is approved and for the foreseeable future. For this reason, 
the Directors continue to adopt the going concern basis in 
preparing the Group’s Annual Report and financial statements.

Viability Statement
Assessment of prospects
The Board has assessed the prospects of the Group over a five-
year period to 30 November 2024. In carrying this assessment, 
the Directors have considered the Group resilience with 
reference to:

 – its strategy and business model;
 – the Group’s principal risks and their potential impact on the 
execution of strategic priorities;

 – the effectiveness of mitigating factors;
 – future operational performance; and
 – current financial position and liquidity.

The latest Capital Market Day was held in London in 
21 November 2019, and the Board used this opportunity to 
review the detailed financial forecast for the five years to 2024.

The financial forecast is underpinned by a detailed financial 
model based on the assumptions around key drivers of Contract 
and Permanent revenue and net fee income in different 
geographical locations, including sales headcount, yield per 
consultant, number of contractors, fluctuations resulting from 
foreign exchange rates and interest rates, capital expenditure 
on infrastructure, increase in property and support costs, and 
dividend per share.

The key assumptions in the forecast were flexed (individually  
and in combination) to evaluate the potential impact on the 
Group’s liquidity and debt requirements under two scenarios: 
base case (more representative of our plan) and low case 
(where the Directors have sensitised abnormality of key 
assumptions to see how these would affect our long-term 
financial position). Under both cases, the Group had adequate 
financial resources, and the probability of the Group becoming 
unviable remained low.

Assessment of time period
The Board conducted the viability review for the five-year 
period to 30 November 2024, which is appropriate for the 
following reasons:

 – a five-year period is aligned with the time period used for our 
strategic plans;

 – a five-year horizon is consistent with presentations to the 
investor community at the Capital Markets Day and other 
investor events; 

 – our internal periodical cash flow projections are carried out for 
a five-year period;

 – the contractual length of the Group’s committed credit facility 
is five years; and

 – some of our external investment analysts provide forecasts for 
five years of market expectations about SThree performance.

Assessment of viability
The following features of the Group business model give the 
Board confidence in our viability position:

 – The Group has a committed revolving credit facility (‘RCF’) 
of £50.0 million along with an uncommitted £20.0 million 
accordion feature in place with Citibank and HSBC, which 
expires in May 2023. We expect to renegotiate the RCF 12 to 
18 months prior to expiry date. We also have an uncommitted 
£5.0 million overdraft facility with HSBC.

 – The Group flexible business model which clearly demonstrated 
in the past few years how we can promptly right size our 
business or regions and redeploy our people around the 
businesses and sectors to reduce the cost base.

 – The Group benefits from having businesses and its clients 
spread across 16 different countries across four continents. 
No individual client represents more than 1.1% of the Group 
net fees, and our top 20 clients contribute only 11.2% of the 
Group net fees.

 – The Group is not dependant on any key suppliers. It operates 
through a number of brands, protecting its reputational risk if 
issues arise.

 – The Directors are proposing to pay a total annual dividend 
of 15.3p per share (approximately £20.2 million per annum), 
increasing to 16.5p for the forecast period. If going concern or 
financial viability ever became a real issue, the dividend could 
be cut or foregone. 

 – The Directors have assessed the peak to trough cash months 
over recent years and anticipate a maximum trough (where 
net debt was circa £42.0 million) which is still well within our 
RCF limit of £50.0 million1.

The Board has considered the principal risks that could impact 
the Group, see pages 76 to 87, together with mitigating factors 
and controls.

Altogether, the highest risk to the Group would be our failure to 
monitor and take an appropriate prompt mitigating action.

1 A peak cash month is a month (or months) where our cash balance is at its highest 
point during the year. The trough cash month is the month (or months) where our 
cash balance is at its lowest point during the year.
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Conclusion
Based on this assessment and the various other matters also 
considered and reviewed by the Board during the year, the 
Board has a reasonable expectation that the Group will be  
able to continue in operation and to meet its liabilities as they 
fall due over the five-year period ending 30 November 2024.

In making this statement, it is recognised that not all future 
events or conditions can be predicted, and future assessments 
are subject to a level of uncertainty that increases with time.

Future outcomes cannot, therefore, be guaranteed or predicted 
with certainty, particularly within the recruitment sector, where 
there is limited forward visibility.

Risk analysis
Risk factor Risk category Analysis

Deterioration in 
market conditions

Macro-economic 
environment

Monthly business reviews with CSO, Regional Directors and CFO focus on 
current performance and future pipelines, in which headcount plans are 
regularly stress tested. We have the ability to dynamically change our hiring 
decisions and other spend in the light of trading conditions.

Strengthening of competitors 
or disruptive technology

Competitive 
environment

In our low case scenario, we have considered the impact on our margins 
through a mix of these risk factors. And we estimate to remain in a net cash 
position in all forecast years.

Customers failing to fulfil 
financial obligations,  
increase in bad debts

Commercial 
relationships/ 
Customer risk

This risk is mitigated through wide spread of our client base which helps 
reduce the impact on the Group if an individual client fails to pay.

With upscaling our service, 
higher demand for more 
onerous contract terms

Contractual risk We monitor contractual terms and insure risks wherever possible.
We are not dependant on any key suppliers. We operate through a number  
of brands, eliminating any reputational risk if issues arise.

High churn rates or loss  
of key talent, slowing our 
growth and profitability

People/Talent 
acquisition/ 
Retention

We test business performance by incorporating abnormal sales headcount 
churn in our low case scenario.

Serious system or third  
party disruption, loss of  
data, security breach 
impacting project delivery

Information 
technology/ 
Cyber risks

Procedures are in place to mitigate the risk of an attack on our IT infrastructure 
or GDPR issue.

Serious data compliance 
failure, leading to legal  
or financial issues, and  
loss of reputation

Data processing/ 
Management

Procedures are in place to mitigate the risk of data compliance failure.

Non-compliance with  
laws or regulations leading  
to fines or penalties, and  
loss of reputation

Compliance We actively monitor the risks arising from the existing laws and regulations and 
any new pronouncements in the countries we operate in.

A significant adverse 
movement in FX rates  
may reduce profitability

Foreign exchange We have modelled quite conservative GBP:USD exchange rate of 1.27 and 
GBP:EUR exchange rate of 1.13 under base and low cases in all five forecast 
years. FX transactional risks are managed by treasury regularly.

Departure from the 
EU without a free trade 
arrangement and 
managed transition period

Brexit The low case scenario demonstrates a potential economic downturn. We 
will continue to monitor the impact of Brexit and continually assess how we 
mitigate those risks. We have a Brexit Risk Committee that will oversee our 
response to Brexit as it unfolds.

Inability to manage or  
effect strategic changes 
efficiently within the 
organisation

Strategic change 
management

Following the appointment of CSDO, we have put in place a number of 
initiatives to counteract any risk of poorly delivered PMO workstreams and 
excessive financial impact. The new CSDO will lead and manage various 
workstreams and PMO capability to create and take forward separate  
projects as part of our strategic implementation plans.
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Non-Financial Information Statement
The Group has complied with the requirements of s414CA and 414CB of the Companies Act 2006 by including certain non-financial 
information within the Strategic and Governance Reports. The following table outlines where the key content as required by the 
regulations can be found in this report. 

Reporting requirement SThree policies and procedures Section of Annual Report

Environmental matters Sustainability Policies
Corporate Social Responsibility Statement

How we are building the future, from page 48

Employees Code of Conduct
Equal Opportunities Policy
Whistleblowing Policy
Health and Safety Policy
SThree Gender Pay Gap Report 2019
Work Experience Policy
Inclusion & Diversity at SThree

How we are building the future, from page 48
Directors’ remuneration report, from page 128

Respect for human rights Modern Slavery Act 2015: Slavery and Human 
Trafficking Statement
Equal Opportunities Policy
Corporate Social Responsibility Statement

How we are building the future, from page 48 
Directors’ report, from page 155

Social matters Corporate Social Responsibility Statement
Inclusion & Diversity at SThree
Volunteering Policy
Corporate Giving and Fundraising Policy

How we are building the future, from page 48 
Directors’ report, from page 155

Anti-corruption and  
anti-bribery matters

Code of Conduct
Anti-Bribery & Corruption Policy
Political Donations Policy

How we are building the future, from page 48
Our principal risks, from page 76

Policy embedding,  
due diligence  
and outcomes

How we are building the future, from page 48
Directors’ report, from page 155

Principal risks  
and materiality

Risk management structure Our principal risks, from page 76

Business model Our business model, from page 42

Non-financial KPIs Key performance indicators, from page 68

References to our policies, due diligence processes and information on how we are performing against various measures in these 
areas, are contained in the Strategic Report from page 2.

Compliance Statements
continued
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Matters considered by the Board Reflected in Where to read more in this Annual Report

Interests of employees
Likely consequences of any Board 
decision in the long term

 – Insight into the critical success factors 
that support the generation and 
preservation of value in the Company 

 – Insight into how interests of different 
groups of stakeholders were considered

How we are building the future, from page 48
Our key stakeholders and how we engage 
with them, from page 58
Directors’ report, from page 155
Our business model, from page 42

Our relationships with suppliers, 
customers and others
Likely consequences of any Board 
decision in the long term

 – Insight into how interests of different 
groups of stakeholders were considered 

How we are building the future, from page 48
Our key stakeholders and how we engage 
with them, from page 58

Impact of our operations on the 
community and the environment

 – Main methods used by the Board to 
engage with stakeholders

How we are building the future, from page 48

Maintaining a reputation for high 
standards of business conduct

 – Insight into the role of culture as a basis 
for decision making within our business

How we are building the future, from page 48
Directors’ report, from page 155
Our business model, from page 42

Need to act fairly between members 
of the Company

 – Principal decisions taken by the Board 
during the year 

 – Changes and application to the 
Group’s dividend policy

Directors’ report, from page 155
Chief Financial Officer’s review, from page 104

Steve Hornbuckle
Group Company Secretary
24 January 2020

Where principal risks have been identified in relation to any of 
the matters listed above, these can be found in Our principal 
risks, including:

 – a description of the business relationships and services which 
are likely to cause adverse impacts in those areas of risk; and

 – a description of how the principal risks are managed. 

‘Chief Executive Officer’s Q&A’, ‘Business review’ and ‘Chief 
Financial Officer’s review’ include, where appropriate, references 
to, and additional explanations of, amounts included in the 
Group’s financial statements.

Publicly available policies in the list above can be found at: 
www.sthree.com/en/about-us/our-culture/ or www.sthree.com/
en/about-us/governance/.

In addition, our Annual Sustainability Report www.sthree.com/
en/about-us/csr/ contains more detail on these topics and 
follows international reporting frameworks.

Section 172(1) Statement
The Group has complied with the requirements of s414CZA of 
the Companies Act 2006 by including certain information within 
the Strategic and Governance Reports, that informs members of 
the Company how the Directors have considered the matters set 
out in section 172(1)(a) to (f) of the Companies Act 2006 when 
performing their duty under section 172 to promote the success 
of the Company.

The following table outlines where the key content as required by 
the regulations can be found in this report.
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Chief Sales Officer’s review

Global pure play STEM specialist
SThree is the only global, pure play STEM specialist recruiter 
which makes our business unique. This enables us to service 
our customers, both candidates and clients, and achieve our 
purpose of bringing skilled people together to build the future.

Our unique scalable business can holistically be viewed in five 
key distinct sections.

1. Customer
Our customers are split between SME to mid-size organisations 
and large enterprise organisations. Although it can vary 
regionally, our core business sits within SME to mid-size which 
accounts for circa 82% of our business.

2. Skills
We place 100% STEM skills, exclusively, no matter what sector. 
As a result, we are better insulated against the worst vagaries of 
the broader cycle. Our market intelligence tool uses 32 internal 
and external data points and enables us to identify what skills 
and markets to invest in.

3. Resource options
We provide our customers with a full solution split into three 
distinct options: Freelance contractor, Employed contractor,  
and Permanent. Our blueprint programme provides a  
standard service globally with options to fit regional needs. 

4. Product type
Alongside our complete standard offerings, we also provide 
enhanced contract services to our customers. This provides 
additional value above and beyond our standard service and 
supplements the clients’ existing workforce and demanding 
project requirements.

Dave Rees
Chief Sales Officer

Chief Sales Officer’s reviewChief Sales Officer’s review

5. Service and delivery
In order to deliver to our customers in the most effective way we 
use a local model and a near shore model. Our local delivery 
model uses technical market and sector specialists to build 
strong customer relationships with primarily SME and mid-market 
organisations. Our near shore delivery model utilises our key 
account managers to provide scaled delivery to enterprise 
organisations. We automate the process using technology and 
utilising AI to service the client efficiently. 

Performance in 2019
The strategy to focus growth investment towards Contract 
in order to align SThree with the key drivers in its key markets 
continues to bear fruit with the mix of Contract net fees 
increasing to 74% of total Group net fees, up from 72% in 2018. 
Total net fees grew by 5%* with strong performance in Contract 
partially offset by a decline in Permanent.

Net fees 2019 2018 YoY variance*

Contract £254.6m £232.1m +8%

Permanent £87.8m £89.0m -3%

Group £342.4m £321.1m +5%

Contract/Permanent mix  2019  2018

Contract 74% 72%

Permanent 26% 28%

 100% 100%
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Sectors
Our largest sector, Technology, represents 45% of the Group’s 
total net fees and net fees grew by 7%* in the year. All our 
regions other than UK&I experienced growth in this sector. 

Life Sciences grew net fees by 5%* in the year. USA, our largest 
region for this sector, grew net fees by 11%*. UK&I delivered robust 
growth of 4%*, offset by 2%* decline in Continental Europe.

Banking & Finance was a challenging sector for the Group with 
net fees declining by 13%*. We saw a decline in UK&I of 22%* 
driven by the uncertainty surrounding Brexit. Continental Europe 
and USA both declined in the year down 10%* and 21%*, 
respectively.

We saw strong growth in our Energy & Engineering sector, with 
net fees up 14%*. This was driven by USA which grew 38%* and 
Continental Europe which grew 10%*.

Net fees 2019 2018 YoY variance*

Technology £152.7m £142.0m +7%

Energy & 
Engineering £73.9m £64.0m +14%

Life Sciences £67.8m £66.3m +5%

Banking & Finance £38.0m £42.4m -13%

Other £10.0m £6.4m +3%

Group £342.4m £321.1m +5%

Focus on Contract
Across multiple geographies there is an increasing shift towards 
flexible employment and we believe our focus on STEM provides 
us a unique opportunity to capitalise on this shift. It is the Group’s 
strategy to invest and grow our Contract offering. 

Our average Contract headcount was up 10% year on year 
for the Group with all regions growing double digit with the 
exception of UK&I which grew 4%. Our increased weighting 
towards Contract means we are more resilient to changing 
market conditions and provides us with stronger and more 
sustainable profits. Our Freelance contractor model performs 
well across all our regions and the popularity of our Employed 
Contractor Model leaves us well placed to drive further growth. 

Dave Rees
Chief Sales Officer
24 January 2020

Regional
SThree has well established and, in many cases, leading 
positions in the best STEM staffing markets across the globe. 
We are a well-diversified business with 86% of our net fees now 
generated outside of the UK & Ireland (‘UK&I’). We are pleased 
to report that 2019 was another year where the majority 
of our regional businesses reported growth ahead of their 
domestic averages. 

Performance in Continental Europe was pleasing with 
growth of 8%* in net fees. This is despite having strong prior 
year comparatives with net fees growing 20%* in 2018. 
Within Continental Europe, DACH grew 10%* and Benelux, 
France & Spain grew 4%*. Our key aims in this region are to 
be the number one in the STEM space in both Germany and 
the Netherlands.

The Netherlands, which is a key business hub for many  
multi-national companies, grew 8%* against strong prior year 
comparatives of 25%*. Germany continues to deliver strong 
growth with net fees up 9%*. The expansion of our Contract 
service, to include the Employed Contractor Model in 2017, 
provided our German business with further opportunities for 
growth. We also opened two new offices in Germany located  
in Hanover and Nuremburg, which enables us to build towards 
our aim to be the number one in the STEM space.

Our business in USA saw robust growth of 9%* in net fees. This  
is on the back of strong prior year growth of 8%*. We believe 
the infrastructure we have in place, alongside our experienced 
management team leaves us in a strong position to grow our 
net fees going into the new year and target an increased 
market share. 

The UK&I was challenging in 2019 as the uncertainty surrounding 
Brexit continues to impact the region. Net fees for the year 
declined 9%* year on year. The UK is a mature recruitment 
market and is seeing slower industry growth than other 
geographies, however, it remains a strategic priority for the 
Group. Following the restructuring of Permanent division in 2018, 
we appointed a new Managing Director in Q4 2019 to positively 
impact performance. 

Our Asia Pacific & Middle East (‘APAC & ME’) business delivered 
growth of 12%* in the year. This was driven largely by our 
excellent Japan business which grew 43%*. Japan is a very 
important market for the Group where we have a small but 
fast-growing business providing the Group with substantial 
opportunity for further growth. 

Net fees 2019 2018 YoY variance* 

Continental Europe £196.7m £183.3m +8%

USA £76.7m £66.7m +9%

UK&I £48.2m £53.1m -9%

Asia Pacific 
& Middle East £20.8m £18.0m +12%

Group £342.4m £321.1m +5%

2019 saw growth for the Group with net 
fees up 5%*. Our Contract division, which 
represents 74% of the Group, saw strong 
growth of 8%* offset by a decline in 
Permanent down 3%*, as anticipated.

* In constant currency.
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Business review

Germany, Austria and Switzerland

Timo Lehne
Managing Director

Net fees

£109.3M
(2018: £99.4m)

Average sales headcount change YoY

+13% 
Share of Group net fees 

DACH   32%
Group   68%

Technology 58%
Banking & Finance 7%
Energy & Engineering 18%
Life Sciences 16%
Other 1%

Net fees per sector

Contract 65%
Permanent 35%

Net fees mix

Year-end sales headcount

847
(2018: 703) 
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Key developments in the year
 – Opening of two new offices in 2019
 – Winner of Mittelstand Deutschland Top Employer 2019
 – Continued investment in headcount up 13%
 – Double digit growth in net fees 

Overview 
2019 was an encouraging year for our DACH region in terms of 
net fee growth. Total net fees grew strongly and were up 10%* 
despite having strong prior year comparatives (2018: 21%*). 

Our employee proposition launched in 2018 was fully 
implemented for the year and we have continued to retain and 
grow our talent.

2019 saw the opening of two new offices in Germany, located in 
Nuremburg and Hanover. These are now fully operational with a 
strong leadership team driving the business. 

We developed a market intelligence tool allowing us to analyse 
the external market to ensure we are active in all the attractive 
and relevant spaces. 

Our Employed Contractor Model (‘ECM’) which we implemented 
in 2017, saw an 84% increase in volume in 2019. On top of that, 
we saw a strong growth rate within our top 20 accounts of 37% 
year on year.

2019 net fees performance 
DACH net fees grew 10%* in 2019 with our largest sector 
Technology growing 13%*. There was strong growth in Banking & 
Finance, up 19%* and Energy & Engineering up 11%*.

Contract performance was very strong, up 14%* driven by our 
two largest sectors Technology and Energy & Engineering, up 
13%* and 16%* respectively. Life Sciences was up 7%* and 
Banking & Finance up 34%*. 

Against some tough comparatives (2018: +19%*), Permanent 
saw growth of 5%*. Our biggest sector Technology grew 13%* 
on the prior year. Our other sectors saw a slowdown with Life 
Sciences down 11%*, Energy & Engineering down 11%* and 
Banking & Finance down 6%*. 

2020 outlook
The broader German economy is sensitive to global trade 
tensions and we witnessed a deterioration in business sentiment 
through the course of 2019. Despite these concerns, German 
domestic consumer spending remained solid. SThree’s strengths 
lie in the Mittelstand, and here the backdrop is providing 
more resilient.

The high shortage of specialist labour in Germany is continuing 
to be a challenge for employers, which points to supportive 
trading conditions in 2020. 

We exit the year with a strong contractor book, our largest ECM 
order book to date and a strong Permanent starter pipeline. 
In line with Group strategy, we will continue to invest in our DACH 
Contract division along with a focused investment in Permanent 
in the markets where we see the best opportunity for growth. 

DACH, our largest region, enjoyed  
a strong 2019 with growth across 
Contract and Permanent.

* In constant currency.
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Benelux, France and Spain

Kurt Schreurs
Senior Managing Director

Net fees

£87.3M
(2018: £84.0m)

Average sales headcount change YoY

+2% 
Share of Group net fees 

Business review
continued

Technology 51%
Banking & Finance 9%
Energy & Engineering 23%
Life Sciences 9%
Other 8%

Net fees per sector

Contract 85%
Permanent 15%

Net fees mix

Benelux, France & Spain 26%
Group   74%

Year-end sales headcount

561
(2018: 626) 
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Key developments in the year
 – Continued investment in our ECM model which is the main 
driver of growth in Contract net fees and grew by 31%* in 2019

 – New regional office opened in Utrecht, the Netherlands, to 
improve client and candidate proximity

 – Appointed Managing Director for Regional Sales to maximise 
our position as a market leader in the region

 – Appointed Managing Director for Sales Operations & Business 
Improvement to create a scalable platform for growth

Overview
Benelux, France & Spain is the second largest region after  
DACH, representing 26% of the Group net fees. Despite softening 
macro-economic conditions, the region delivered a robust 
performance with net fees growth of 4%* in the year.

Growth was mainly driven by our ECM model, which grew by 
31%* and now accounts for 23% of Contract net fees. Our clients 
favour this model as it mitigates legislative risks.

We also continued our investment in building candidate 
communities of highly qualified, niche skilled STEM talent,  
so that we are in the position to deliver the best candidates  
to our long- serving clients.

Permanent had a challenging year. However, in line with Group 
strategy, we focused on increasing productivity per consultant  
in our niche core STEM markets and we already saw the impact 
as productivity increased by 3%.

2019 net fees performance
Overall net fees for the region were robust and we saw growth 
of 4%* in the year. The Netherlands was the standout performer 
with growth of 8%*, supported by France which grew 3%*. 
Technology, our largest sector, had a strong performance in the 
year and grew 9%*.

Contract performance for the region was strong with growth 
of 8%*. We saw a double digit growth of 12%* in our biggest 
sector Technology. Energy & Engineering had a strong year with 
growth of 17%*. We saw good growth across the majority of our 
key countries with the Netherlands up 10%* and France up 7%*. 
A small decline was reported in Luxembourg.

Permanent was down across all our countries (overall down 
13%*) except for Spain. Average Permanent headcount 
declined by 17% in the year.

2020 outlook
With soft macro-economic conditions continuing in the region, 
there are signs that growth may slow down. In line with our 
Group strategy, we will continue to invest in growing Contract 
in scarce STEM markets, where we see market opportunity, and 
improving Contract and Permanent productivity. 

We are confident that with our well-diversified business in 
countries and sectors, combined with our highly experienced 
leadership team, we will be able to balance the selective 
investments for long-term growth while managing the softer 
market conditions.

Benelux, France & Spain is the second 
biggest region after DACH and accounts 
for 26% of Group net fees. 2019 saw growth 
of 4%* in overall net fees, however, our 
Permanent business has been challenging 
in the year.

* In constant currency.
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UK and Ireland

Tom Way
Managing Director

Net fees

£48.2M
(2018: £53.1m)

Average sales headcount change YoY

Flat 
Share of Group net fees 

Business review
continued

Technology 55%
Banking & Finance 12%
Energy & Engineering 17%
Life Sciences 16%

Net fees per sector

Contract 84%
Permanent 16%

Net fees mix

UK and Ireland  14%
Group   86%

Year-end sales headcount

451
(2018: 453) 
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Key developments in the year
 – Tom Way appointed as Managing Director for UK&I in 
October 2019

 – Investment in Contract in line with Group Strategy
 – Permanent division now right sized following the 
2018 restructure

Overview
2019 was a challenging year for the region impacted 
by the continued uncertainty around Brexit and larger 
political environment.

Following the restructuring of our Permanent division in 2018,  
we appointed a new Managing Director in Q4 2019 to positively 
impact performance. As a result, we refocused our leadership 
team to a regional delivery model. 

While trading conditions were challenging we saw success  
in our Life Sciences business which grew in the year, alongside 
our robust public sector business. 

The reform of IR35 in the private sector will be a significant 
change for clients and contractors. We have been actively 
preparing our clients and candidates for the impact of this 
regulatory change with a number of initiatives, and with 
our experience we believe we are well placed to minimise 
any impact. 

2019 net fees performance 
Challenging market conditions in the UK&I resulted in a net 
fees decline of 9%*. Although well diversified from a sector 
perspective, tougher market conditions meant that fees were 
down in most sectors except for Life Sciences, which was up 4%*.

UK&I Contract net fees were down across most of our sectors 
with more competitive spaces such as Technology down 6%*, 
Energy & Engineering down 8%* and Banking & Finance down 
19%*. Life Sciences had a robust performance in the year with 
net fee growth of 2%*. 

Permanent net fees were impacted by a slowdown in Technology 
and Banking & Finance which were down 30%* and 32%*, 
respectively. Life Sciences was a standout performer from a sector 
perspective and grew 9%* with Energy & Engineering up 4%*. 
Permanent headcount was significantly reduced in 2018 as part of 
our move to a specialist hub and onshore delivery model. This has 
now been stabilised with headcount remaining at 2018 levels.

2020 outlook
While Brexit continues to remain a material uncertainty for the UK 
economy, we remain confident that we are set up to maximise 
the market opportunity, with the existing customer base and 
sectors. Regional organisation enables us to execute more 
effectively on our strategy.

IR35 intermediaries legislation applicable to private sector 
from April 2020 is starting to have an adverse impact on the 
UK business, but also gives us an opportunity to deliver fully 
compliant services to our clients and candidates. 

With our management team refocused on a regional delivery 
model we believe we are well placed to maximise opportunity  
in our second largest STEM market.

Macro-economic and political uncertainty 
impacted performance during 2019 with 
net fees down 9%*. UK&I remains a strategic 
priority for the Group and Contract saw 
growth in headcount of 4%.

* In constant currency.
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USA

Morgan Kavanagh
Managing Director

Net fees

£76.7M
(2018: £66.7m)

Average sales headcount change YoY

+11% 
Share of Group net fees 

Business review
continued

Technology 14%
Banking & Finance 13%
Energy & Engineering 29%
Life Sciences 41%
Other 3%

Net fees per sector

Contract 78%
Permanent 22%

Net fees mix

USA   22%
Group   78%

Year-end sales headcount

427
(2018: 369) 
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Key developments in the year
 – Balanced further towards higher value Contract business 
(Contract net fees mix: 78% vs 73% in 2018)

 – Successful pilot of Enhanced Employment Services product 
with Engineering sector clients resulting in 143%* higher 
average weekly net fees

 – Further investment in contingent workforce management 
expertise and thought leadership

 – Appointed a new Vice President of Talent Acquisition to 
strengthen platform for headcount growth

 – Top 125 training magazine winner, third year running 

Overview
USA is our third largest region and represents 22% of Group 
net fees. 

Against a backdrop of softening performance from USA 
competitors, our USA business delivered accelerated growth in 
net fees while balancing the business further towards Contract. 

A very strong Contract performance was driven by our 
ongoing investment in the candidate communities of scalable, 
supply-constrained STEM markets which continued to drive 
customer value, resulting in accelerating growth and improving 
gross margins.

We also continued to benefit from our expertise in the increasingly 
complex regulatory environment relating to contingent workforce 
management in USA, as customers try to navigate these risks. 

Our mature ECM product now has more than 1,200 contractors 
employed on assignment across 44 US states. Meanwhile, the 
successful pilot of our Enhanced Employment Services product 
with Engineering sector clients resulted in a significant increase 
in gross margins.

While Permanent performance declined, our new Permanent 
management team has refocused the business on scalable, 
supply-constrained STEM markets and built headcount to 
provide a platform for growth in 2020.

Further headcount growth will be supported by our new 
Vice President of Talent Acquisition, who is strengthening our 
graduate recruiting platform, and by our multi-award winning 
induction programme.

2019 net fees performance
USA delivered a strong performance in 2019 with net fees 
growing 9%*. Energy & Engineering was the standout performer 
from a sector perspective with growth of 38%* against strong 
prior year comparatives. We continued to build on our customer 
portfolio, our strong position in renewable energy and broadened 
our product offering. Life Sciences, our largest sector in the region, 
grew 11%*, and Technology grew 9%*.

Contract performance was very strong in 2019, with growth of 
17%*. We saw a double digit growth in our three biggest sectors. 
Life Sciences up 19%*, Energy & Engineering up 45%*, and 
Technology up 12%*. Average headcount in Contract increased 
by 13%.

Our Permanent business saw a decline of 11%*, as the new 
management team tightened the focus on niche skill sets 
hired into our biggest opportunity markets to build a platform 
for growth.

2020 outlook 
With a strong exit rate in number of contractors, especially in 
Energy & Engineering, Life Sciences and Technology, we expect 
continued growth into 2020. We expect Permanent to return to 
growth in 2020 as a result of the previously mentioned measures 
implemented in 2019.

We are confident that we have the right team and structure 
to deliver a high quality service to our clients and continue to 
penetrate the largest recruitment market in the world. Moreover, 
we have a highly scalable platform for future growth in USA 
based on a clear and differentiated customer value proposition, 
mature product offering and infrastructure to support scale. 
We remain agile to cater for any risks or opportunities that are 
posed by the market.

During 2019, our USA business continued  
to show robust growth with net fees up 9%*. 
The performance of our Contract division 
was particularly strong, delivering 17%* 
growth in net fees.

* In constant currency
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Business review
continued

Asia Pacific & Middle East

Timothy Moran
Regional Director 
Asia Pacific

Marcos Simonetti
Regional Director 
Middle East

Net fees

£20.8M
(2018: £18.0m)

Average sales headcount change YoY

+12% 
Share of Group net fees 

Technology 32%
Banking & Finance 34%
Energy & Engineering 18%
Life Sciences 16%

Net fees per sector

Contract 43%
Permanent 57%

Net fees mix

APAC & ME 6%
Group 94%

Year-end sales headcount

177
(2018: 181) 
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Key developments in the year
 – Office move in Dubai allowing the business to grow over the 
next four years

 – Japan continued to grow aggressively and became our 
largest country in the region 

 – Hong Kong experienced some macro-economic challenges, 
with political instability impacting the hiring patterns of some 
of our key clients – mainly in Contract division 

 – We made key leadership appointments in 2019, mainly in 
Singapore and Australia; these are critical hires that we expect 
to have a positive impact on both countries in 2020 

 – Local credit control function in Middle East region hired in the 
second half of the year, allowing the business to mitigate the 
key risk of customer late payments

Overview
2019 was a very encouraging year for the region as we grew our 
net fees and invested in headcount.

The continued growth in Japan, which saw average headcount 
grow 50%, was the highlight of the year. 

We were also very pleased with our business in Dubai which saw 
a strong double digit growth in net fees.

Australia reported a 9% growth in Permanent net fees.

2019 was a bit more of a challenging year for our Singaporean 
business, which underwent a significant restructuring that set the 
platform for growth in 2020.

2019 net fees performance
Total net fees for the region grew 12%* year on year. Our two 
largest sectors showed good growth within Technology, up 29%* 
and Banking & Finance, up 8%*. Energy & Engineering saw a 
small decline of 3%*.

Our Permanent division, which accounted for 57% of net fees, 
saw very good growth of 16%*. This was driven primarily by 
Japan which was up 42%*. Japan Permanent grew across all 
sectors, with Technology growing 52%*, Life Sciences up 30%*, 
and Banking & Finance up 29%*. Dubai saw growth of 7%* in 
Permanent and Australia grew 9%*. This was offset by a decline 
in Singapore, down 32%*.

Our Contract business grew 6%* in the year. Dubai Contract was 
up 19%*, which was driven by a strong performance in Banking 
& Finance, up 87%*. This was supported by our small but growing 
Contract business in Japan which grew 53%*. Australia Contract 
was down in the year with net fees declining 7%*.

2020 outlook
We will continue to invest in our Japanese Permanent business 
with planned investment in our operations and support functions 
as well as sales headcount.

In Asia Pacific the demand for Technology skills is growing 
very fast. As a global pure play STEM specialist, we are well-
positioned against our competitors and occupy a position in 
the market that benefits from innovation and the ever-evolving 
technology market.

With our office move in Dubai completed, we will continue to 
invest in Middle East Contract across both Energy & Engineering 
and Banking & Finance sectors. 

We will continue to maintain a market-leading position in 
Permanent division, with particular focus on placing candidates 
at an executive level within Banking & Finance sector.

The region delivered a double digit growth 
of 12%*, driven by excellent performance  
in Japan and strong performance in Dubai.

* In constant currency
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Chief Financial Officer’s review

THE STRENGTH OF 
OUR MODEL HAS 
ENABLED US TO 
DELIVER ANOTHER 
YEAR OF STRONG 
PERFORMANCE  
IN 2019

Income statement
Revenue for the year was up 7% to £1.35 billion on a 
reported basis and up 6% on a constant currency basis 
(2018: £1.26 billion). On a reported basis, net fees increased 
by 7%, and 5% on a constant currency basis, to £342.4 million 
(2018: £321.1 million).

In constant currency, growth in revenue exceeded the growth  
in net fees as the business continued to remix towards Contract. 

Contract represented 74% of the Group net fees in the 
year (2018: 72%). This change in mix resulted in a marginal 
decrease in the overall net fees margin to 25.4% (2018: 25.5%), 
as Permanent revenue has no cost of sale, whereas the cost 
of paying a contractor is deducted to derive Contract net 
fees. The Contract margin increased marginally to 20.3% 
(2018: 19.9%).

The reported operating profit was £57.7 million, up 22%. 
The adjusted operating profit was £60.0 million, up 11% year on 
year (2018: reported £47.5 million and adjusted £53.9 million). 
The adjusted operating profit excluded exceptional costs 
of £2.3 million that were incurred in the current year 
primarily in respect of the CEO change and restructuring 
of senior leadership (2018: £6.4 million due to relocation of 
support functions).

Our operating profit conversion ratio has increased by 2.1 
percentage points to 16.9% on a reported basis and 0.7 
percentage points to 17.5% on an adjusted basis (2018:  
reported 14.8% and adjusted 16.8%). The increase reflects  
strong trading performance, primarily in our international 
markets, and operational cost savings delivered from the 
restructuring of our support functions.

Adjusted profit before tax

£59.1m2019

£53.4m2018

£44.5m2017

£40.8m2016

Adjusted operating profit conversion ratio

17.5%2019

16.8%2018

15.6%2017

16.0%2016

Exceptional costs (‘adjusting items’)
In discussing the performance of the Group, comparable 
measures are used. This approach allows users of our financial 
statements to obtain a better understanding of the Group’s 
operating and financial performance achieved from underlying 
activities. The following items of material or non-recurring nature 
were excluded from the directly reconcilable IFRS measures.

Restructuring
Support function relocation
In 2019, the Group recognised a net income of £0.1 million 
in relation to support functions restructuring. It comprised 
personnel costs of £0.3 million and property costs of £0.3 million, 
subsequently offset by the Government grant income of 
£0.7 million. The total net costs recognised to date amounted to 
£12.9 million (2018: £13.1 million). This restructuring has realised 
cost savings in excess of £5.0 million per annum.

Senior leadership restructuring
To continue to drive the Group growth plans, and deliver on our 
ambition to be the number one in our chosen STEM markets, 
a number of key changes were made to the senior leadership 
structure (impacting UK&I, Benelux, France & Spain, and Middle 
East). These changes will drive further alignment between our 
key markets, leading to a well-governed and efficient regional 
structure. Changes to the senior leadership structure resulted in 
the exceptional charge of £1.2 million in the current year.

SThree plc
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Net fees growth

+7% to £342.4M
(2018: +12% to £321.1m)

Adjusted profit before tax1

+11% to £59.1M
(2018: +20% to £53.4m)

Net cash balance

£10.6M
(2018: net debt £4.1m)

Basic earnings per share

+20% to 31.8p
(2018: +24% to 26.6p)

Adjusted basic earnings per share1

+8% to 33.2p
(2018: +19% to 30.7p)

1 For details on APM, refer to Alternative Performance Measures note, see page 209.

In 2019, we delivered strong operational 
performance with 7% growth in net  
fees and 21% growth in reported profit 
before tax.
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Chief Financial Officer’s review
continued

CEO change
The costs associated with the departure of the previous Chief 
Executive Officer (‘CEO’), Gary Elden, and the appointment 
of the new CEO, Mark Dorman, led to the recognition of an 
exceptional charge of £1.2 million in 2019. The total charge 
comprised contractual payments, recruitment and other 
professional fees, double running costs and relocation costs.

The Group alternative performance measures, used throughout 
this Annual Report, are fully explained and reconciled to IFRS line 
items on pages 209 to 211.

Accounting changes
On 1 December 2018, IFRS 9 Financial Instruments (‘IFRS 9’) 
and IFRS 15 Revenue from Contracts with Customers (‘IFRS 15’) 
became effective for the Group.

IFRS 9 introduced new requirements for classification, recognition 
and impairment of financial assets.

Overall, IFRS 9 had an immaterial impact on the Group and 
no retrospective adjustments were made. Under IFRS 9, the 
Group started to present changes in the fair value of all its 
equity investments in other comprehensive income, as these 
instruments are held for long-term strategic purposes. There  
were no changes to the Group’s existing impairment 
methodology for trade receivables.

IFRS 15 was adopted on the modified retrospective basis. 
Under IFRS 15, the recognition of contingent consideration, 
such as Contract accrued income, is recognised as revenue 
provided that it is highly probable that its significant reversal will 
not occur when the uncertainty associated with the contingent 
consideration is subsequently resolved. Historically, the Group’s 
policy of estimating Contract accrued income resulted in a 
certain amount of revenue being reversed. On 1 December 2018 

the Group revised the way the Contract accrued income 
is estimated. This change resulted in a net post-tax adjustment 
of £2.3 million that reduced the opening balance of retained 
earnings on the date of initial application of IFRS 15.

On 1 December 2019, the Group adopted IFRS 16, a new lease 
accounting standard that requires to recognise a lease asset 
and lease liability for all contracts. The evaluation of the effect 
of adoption of the standard is substantially complete. On the 
date of initial application, we expect that the net assets will 
decrease by £0.8 million (a net result of an increase in total 
assets of £41.5 million offset by an increase in total liabilities of 
£42.3 million).

Further details are provided in note 1 to the consolidated 
financial statements.

Operating costs
Adjusted operating costs, excluding exceptional costs of 
£2.3 million (2018: £6.4 million), increased by 6% to £282.3 million 
(2018: £267.2 million). The increase was mainly driven by 
additional investment in total headcount (6% increase year 
on year), 3%* increase in personnel costs (an 8%* increase in 
salaries partially offset by a reduction in redundancy costs and 
share-based benefits), and £3.2 million additional spend on 
IT licences.

Payroll costs represented 78% of our cost base. Average total 
headcount was up by 6% at 3,109 (2018: 2,926), with average 
sales headcount up 7%. The increase in average sales 
headcount was in response to supportive market conditions 
across most of our geographies primarily in Continental 
Europe (Benelux, France & Spain and DACH regions) and USA 
(headcount up 8% and 11% respectively). The year-end total 
headcount was up 7% at 3,196 (2018: 2,979).

Key financial information
2019 2018 Variance

Adjusted1 Reported Adjusted2 Reported Movement3
Constant CCY 

movement4

Revenue (£ million) 1,345.0 1,345.0 1,258.2 1,258.2 +7% +6%

Net fees (£ million) 342.4 342.4 321.1 321.1 +7% +5%

Operating profit (£ million) 60.0 57.7 53.9 47.5 +11% +9%

Operating profit conversion ratio (%) 17.5% 16.9% 16.8% 14.8% +0.7% pts +0.6% pts

Profit before tax (£ million) 59.1 56.8 53.4 47.0 +11% +9%

Basic earnings per share (pence) 33.2 31.8 30.7p 26.6p +8% +7%

Proposed final dividend (pence) 10.2 10.2 9.8p 9.8p +4% +4%

Total dividend (pence) 15.3 15.3 14.5p 14.5p +6% +6%

Net cash/(debt)5 (£ million)  10.6  10.6  (4.1)  (4.1) – –

1 2019 figures exclude the impact of £2.3 million in net exceptional strategic restructuring costs and CEO change costs.

2 2018 figures exclude the impact of £6.4 million in net exceptional strategic restructuring costs.

3 Variance compares adjusted 2019 against adjusted 2018 to provide a like-for-like view.

4 Variance compares adjusted 2019 against adjusted 2018 on a constant currency basis, whereby the budgeted foreign exchange rates are applied to current and prior financial 
year results to remove the impact of exchange rate fluctuations.

5 Net cash/(debt) represents cash and cash equivalents less borrowings and bank overdrafts.
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The year-end sales headcount represented 77% of the total 
Group headcount. 

* In constant currency.

Investments
During the year, we continued to invest in in-house innovation 
initiatives, expensing a total of £2.2 million (2018: £2.4 million) on 
our ‘build’ programme. We have reprioritised our innovation effort 
towards our most promising initiative, HireFirst. It was launched 
in October 2018 and is at the early market testing stage. In the 
current year, HireFirst generated its first revenue of £0.3 million.

During the year we wrote off in full two equity investments 
that the Group held in the external innovation start-ups, i.e. 
The Sandpit Limited and Ryalto Limited. 

The equity rights in The Sandpit Limited, which discontinued 
its operations earlier this year, were converted into a minority 
shareholding in The Sandpit Ventures Limited at an immaterial 
nominal book value.

Ryalto Limited continued to incur operating losses as it failed to 
gain momentum and build a customer base. Due to a lack of 
prospective buyers for the business, Ryalto’s board of directors 
passed a resolution to liquidate the business.

In 2019, the Group transitioned to IFRS 9, a new financial 
instruments standard, accordingly, the write-offs of the equity 
investments were recognised in other comprehensive income.

Taxation
The tax charge on pre-exceptional statutory profit before tax for 
the year was £15.9 million (2018: £13.9 million), representing an 
effective tax rate (‘ETR’) of 26.9% (2018: 25.9%). The ETR on post-
exceptional statutory profit before tax was 27.3% (2018: 27.1%).

The ETR is primarily driven by country profit mix and their 
respective tax rates. However, a number of other factors overlay 
this base position, including:

(i) Transfer pricing: The Group recharges support costs, and 
royalties for assets used throughout the business. As the bulk of 
the support costs and assets are held in the UK, which benefits 
from a relatively low tax rate, compared to our main businesses 
in Continental Europe and USA, our transfer pricing policy gives 
rise to material tax credits each year. However, this is an inherent 
risk that we (and all multinationals) run, as tax authorities in 
all our jurisdictions question the policies. This risk is increasing 
as corporates must now provide increased information to tax 
authorities, following the OECD BEPS proposals, and governments 
around the world exchange this information.

(ii) Loss-making business: Tax credits on loss-making businesses 
may be recognised to the extent that we consider future profits 
are likely. This pushes the Group ETR up. Conversely, any such 
businesses which become profitable can benefit from historic 
tax losses without recognising a tax charge. Such profitable 
businesses will push the Group ETR down.

(iii) Finance companies: During the year the Group closed its 
finance companies in Luxembourg and Ireland which took 
advantage of regulatory arbitrage.

(iv) Taxation of LTIPs: Corporate tax deductions are not allowable 
on the accounting charge for LTIPs. Instead, a corporation tax 
credit is available when employees exercise. To the extent LTIPs 
pay out less than anticipated on grant, this can result in not all 
of the cost of LTIPs is deductible for tax. In particular, to the extent 
the total shareholder return underperforms, the tax deduction 
reduces proportionally, but the accounting charge does not.

Earnings per share (‘EPS’)
On an adjusted basis, basic EPS was up by 2.5 pence, or 8%, at 
33.2 pence (2018: adjusted 30.7 pence), due to an increase 
in the adjusted profit before tax, partially offset by a 1.2 million 
increase in weighted average number of shares. On a reported 
basis, EPS increased to 31.8 pence, up 5.2 pence on the prior 
year (2018: 26.6 pence), attributable mainly to an improved 
trading performance and decline in restructuring costs as 
explained above. The weighted average number of shares 
used for basic EPS grew to 129.9 million (2018: 128.7 million). 
Reported diluted EPS was 30.9 pence (2018: 25.7 pence), up 5.2 
pence. Share dilution mainly results from various share options in 
place and expected future settlement of certain tracker shares. 
The dilutive effect on EPS from tracker shares will vary in future 
periods depending on the profitability of the underlying tracker 
businesses, the volume of new tracker arrangements created 
and the settlement of vested arrangements.

Adjusted basic EPS

33.2p*2019

30.7p*2018

25.7p2017

23.2p2016

* Excludes the impact of £2.3 million (2018: £6.4 million) in net exceptional strategic 
restructuring costs and CEO change costs.

Dividends
The Board proposed to increase a final dividend to 10.2 
pence per share (2018: 9.8 pence). Taken together with the 
interim dividend of 5.1 pence per share (2018: 4.7 pence), this 
brings the total dividend for the year to 15.3 pence per share 
(2018: 14.5 pence). This represents a 6% increase in dividend per 
share versus the prior year. The final dividend, which amounts 
to approximately £13.5 million, will be subject to shareholder 
approval at the 2020 Annual General Meeting. It will be paid  
on 5 June 2020 to shareholders on the register on 1 May 2020.

The Board monitors the appropriate level of the dividend, taking 
into account, inter alia, achieved and expected trading of the 
Group, together with its balance sheet position. As previously 
stated, the Board is targeting a dividend cover* of between 
2.0x and 2.5x, based on underlying EPS, over the short to 
medium term.

* For details on dividend cover, its definition and how it was calculated, refer to 
Alternative Performance Measures note, see page 209. 
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Chief Financial Officer’s review
continued

Trade and other payables decreased to £172.4 million in 2019 
(2018: £191.7 million), primarily due to £9.9 million in IFRS 15 
adjustment, and the remainder is attributable to favourable 
movements in foreign exchange rates (£5.8 million), a 1% 
decline in contractors in Q4 year on year, and a decline in 
Creditor Days to 15 days (2018: 17 days). 

Provisions decreased by £1.5 million primarily due to a utilisation 
in a restructuring provision for the relocation of central support 
functions from London to Glasgow.

Investment in subsidiaries (Company only)
During the year, the Directors reviewed the recoverable amount 
of the Company’s own portfolio of investments. As a result, an 
impairment loss of £8.2 million was recognised in respect of 
the UK operations. In 2019, the trading performance of the UK 
arm of the Group operations continued to decline due to the 
ongoing macro-economic uncertainty surrounding Brexit and 
its outcomes. Both Permanent and Contract divisions across all 
sectors experienced reduced margins impacting the profitability 
of the UK region. 

After booking this impairment, the distributable retained earnings 
were £122.0 million (£2018: £156.5 million). 

Strong cash generation
On an adjusted basis, we generated net cash from operations 
at £54.8 million (2018: £40.6 million on an adjusted basis). 
It reflects a combination of: (i) the improved underlying trading 
performance, driven by our international markets; (ii) cost savings 
generated from the restructuring of support functions; and (iii) 
the benefits of operational efficiencies including cash collection.

Capital expenditure increased moderately to £4.6 million 
(2018: £4.2 million excluding £1.0 million in exceptional capital 
expenditure), reflecting higher spend on IT infrastructure and 
office fittings.

Overall, the cash conversion ratio* increased to 83.7% on an 
adjusted basis and 84.1% on a reported basis (2018: 67.4% 
on an adjusted basis and 52.3% on a reported basis). The net 
cash outflow associated with exceptional items was £1.7 million 
(2018: £10.5 million).

During the year, SThree plc bought back shares for £2.5 million 
(2018: £1.5 million) to satisfy employee share schemes in future 
periods. Small cash inflows were generated from Save As You 
Earn employee schemes.

Income tax paid decreased to £12.9 million (2018: £14.4 million). 
The Group paid £0.9 million in net interest cost in the year. 
Foreign exchange had a moderate positive impact of 
£0.6 million (2018: £0.3 million).

Dividend payments increased to £18.8 million 
(2018: £18.0 million) as a result of the increased dividend 
per share and higher number of shares issued to the market. 
Distributions to tracker shareholders nearly doubled to 
£0.2 million (2018: £0.1 million) as a result of the improved 
trading performance of the tracker businesses.

Share options and tracker share arrangements
We recognised a share-based payment charge of £2.7 million 
during the year (2018: £4.7 million) for the Group’s various share-
based incentive schemes. The lower charge in 2019 is primarily 
due to lower than expected non-market vesting conditions, 
such as strategic targets and regional trading performance. 
Furthermore, the share-based payment charge in the prior year 
was affected by the accelerated cost recognised for all ‘good 
leavers’ who left the Group as a result of strategic restructuring of 
our support functions.

We also operate a tracker share model to help retain and 
motivate our entrepreneurial management within the business. 
The programme gives our most senior sales colleagues a 
chance to invest in a business they manage with the support 
and economies of scale that the Group can offer them. In 2019, 
52 employees invested an equivalent of £0.5 million in 23 
Group businesses.

We settled certain tracker shares during the year for a total 
consideration of £4.4 million (2018: £3.7 million) which was 
determined using a formula in the Articles of Association 
underpinning the tracker share businesses. We settled the 
consideration in SThree plc shares either by issuing new shares 
(475,738 new shares were issued on settlement of vested tracker 
shares in 2019) or treasury shares (in total 974,583 were used in 
settlement of vested tracker shares in 2019). Consequently, the 
arrangement is deemed to be an equity-settled share-based 
payment arrangement under IFRS 2 Share-based payments. 
There is no charge to the income statement as initially the 
tracker shareholders subscribed to the tracker shares at their fair 
value. We expect future tracker share settlements to be between 
£5.0 million to £10.0 million per annum. These settlements 
may either dilute the earnings of SThree plc’s existing ordinary 
shareholders if funded by a new issue of shares or will result in a 
cash outflow if funded via treasury shares.

Note 1 to the financial statements provides further details about 
all Group-wide discretionary share plans, including the tracker 
share arrangements.

Balance sheet
At 30 November 2019, the Group’s net assets increased to 
£116.8 million (2018: £101.7 million), mainly due to the excess 
of net profit over the dividend payments, offset by share buy 
backs and decline in fair valuation of equity investments during 
the year.

The most significant item in our statement of financial position is 
trade receivables (including accrued income) which decreased 
to £256.2 million (2018: £274.6 million).

The main drivers of the decline was an accounting adjustment 
of £13.0 million to the opening balance of the accrued income 
following the implementation of the new revenue standard IFRS 
15. It was partially offset by a 3%* increase in Contract net fees 
for Q4 year on year. Days Sales Outstanding (‘DSO’) remained 
flat at 44 days (2018: 44 days). 

A clear and disciplined approach to  
cash that supports organic growth  
and delivers a sustainable dividend.
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We started the year with net debt of £4.1 million and closed the 
financial year with net cash of £10.6 million. The year-on-year 
improvement primarily reflected an increased cash collection 
focus and significantly reduced cash outflows associated with 
the Group restructuring.

* For details on cash conversion ratio, its definition and how it was calculated, refer to 
Alternative Performance Measures note, see page 209.

Treasury management
We finance the Group’s operations through equity and bank 
borrowings. The Group’s cash management policy is to minimise 
interest payments by closely managing Group cash balances 
and external borrowings. We intend to continue this strategy 
while maintaining a strong balance sheet position.

We maintain a committed Revolving Credit Facility (‘RCF’) 
of £50.0 million, along with an uncommitted £20.0 million 
accordion facility, with HSBC and Citibank, giving the Group 
an option to increase its total borrowings under the facility 
to £70.0 million. At the year end, there were no draw downs 
(2018: £37.4 million) on these facilities.

The RCF is subject to financial covenants requiring the Group 
to maintain financial ratios over interest cover of at least 4.0, 
leverage of at least 3.0 and guarantor cover at 85% of EBITDA* 
and gross assets. The Group was in compliance with these 
covenants throughout the year. We ended 2019 with significant 
headroom on all our covenants. The funds borrowed under this 
facility bear interest at a minimum annual rate of 1.3% above 
three-month LIBOR, giving an average interest rate of 2.0% during 
the year (2018: 1.8%). The finance costs for the year amounted to 
£1.0 million (2018: £0.7 million).

The Group also has an uncommitted £5.0 million overdraft facility 
with HSBC.

The Group’s UK-based treasury function manages the Group’s 
treasury risks in accordance with policies and procedures set by 
the Board, and is responsible for day-to-day cash management; 

the arrangement of external borrowing facilities; the investment 
of surplus funds; and the management of the Group’s interest 
rate and foreign exchange risks. The treasury function does not 
engage in speculative transactions or operate as a profit centre.

* For details on EBITDA, its definition and how it was calculated, refer to Alternative 
Performance Measures note, see page 209. 

Foreign exchange
Foreign exchange volatility continues to be a significant factor in 
the reporting of the overall performance of the business with the 
main functional currencies of the Group entities being Sterling, 
the Euro and US Dollar.

In 2019, movements in exchange rates between Sterling and 
the Euro and the US Dollar provided a moderate net tailwind to 
the reported performance of the Group with the highest impact 
coming from the Euro and US Dollar. 

Year-on-year movements in foreign exchange rates increased 
our reported 2019 net fees by approximately £4.3 million and 
operating profit by £1.2 million.

Exchange rate movements remain a material sensitivity. By way 
of illustration, each one per cent movement in annual exchange 
rates of the Euro and US Dollar against Sterling impacted our 
2019 net fees by £2.0 million and £0.8 million, respectively, and 
operating profit by £0.6 million and £0.2 million, respectively. 

The Board considers it appropriate in certain cases to use 
derivative financial instruments as part of its day-to-day cash 
management to provide the Group with protection against 
adverse movements in the Euro and US Dollar during the 
settlement period. The Group does not use derivatives to hedge 
translational foreign exchange exposure in its balance sheet 
and income statement.

Alex Smith
Chief Financial Officer
24 January 2020

Cash flow bridge 2019

Note: EBITDA includes share-based payments and other non-cash items.

Year-end 2019 
Net cash

Restructuring
cash out�ow

Taxes and 
net interest

Own shares 
less share 
options 

settlements

CapexWorking 
capital

(’adjusted’)
and FX

EBITDA
(’adjusted’)

Year-end 2018 
Net debt

Dividends, inc.
distributions

to tracker
shareholders

£10.6m(£1.7m)

(£13.9m)(£1.6m)
(£4.6m)

(£12.7m)£68.2m

(£4.1m)

(£19.0m)
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