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The latest UK Chancellor’s 
budget has introduced several 
economic measures that are likely 
to impact employers in various 
sectors. Below are the key 
challenges employers will face as 
a result of these changes:



1. Increased Labour Costs: 

National Living Wage and Minimum Wage Increases: The Chancellor’s budget 
includes planned hikes to the National Living Wage and the National Minimum 
Wage. While these measures are aimed at supporting workers, they will directly 
increase labour costs for employers, especially in sectors with a large proportion of 
minimum wage workers (e.g., retail, hospitality, and social care). Businesses will 
need to absorb these costs or pass them onto consumers, potentially impacting 
profitability and inflationary pressures. 

Rising National Insurance Contributions: Employers are also facing higher National 
Insurance contributions, which have been adjusted to address funding gaps in 
public services. This adds an additional financial burden on employers, particularly 
for businesses with larger workforces. 

2. Energy and Operational Cost Increases: 

Energy Costs: The cost of energy remains a significant challenge for many UK 
businesses, particularly those in manufacturing and industries with high energy 
consumption. While the budget includes measures to support energy efficiency, 
many businesses will struggle to offset rising energy prices, which may result in 
higher operating costs. 

Inflationary Pressures: Although inflation is expected to moderate, the budget 
anticipates ongoing inflationary pressures in the short-to-medium term. This affects 
all aspects of business operations, from the cost of raw materials to the price of 
transport and distribution. Employers will need to manage rising prices, which may 
lead to difficult decisions regarding pricing, wage increases, and staff retention. 

3. Impact of Increased Corporate Taxation: 

Corporate Tax Rates: The Chancellor has signaled plans to increase corporate tax 
rates in the near future to balance public finances. This will directly impact 
businesses, particularly SMEs (small and medium-sized enterprises) that may 
struggle to absorb higher tax burdens while maintaining investment in innovation 
and growth. 
Cash Flow and Investment: With higher taxes and ongoing economic uncertainties, 
businesses may face challenges in maintaining cash flow. For some, this could limit 
their ability to invest in growth, recruitment, or technology upgrades. 



4. Skills Shortages and Recruitment Challenges: 

Labour Market Tightness: Despite government efforts to encourage workforce 
participation, the UK continues to experience a skills shortage, particularly in 
industries such as tech, engineering, and healthcare. Employers are facing 
competition to attract and retain talent, and the rising cost of recruitment 
(advertising, recruitment agencies, and training programs) adds to the pressure. 

Retention and Employee Benefits: In an environment where wages are rising, 
employers must also consider offering competitive benefits packages to retain 
talent. However, balancing wage increases with other operational costs and the 
wider economic context is a complex challenge 
  

5. Adapting to Hybrid Work and Flexible Workforces: 

Remote Work Costs: With hybrid and remote work becoming a norm, businesses 
are dealing with new challenges in managing flexible working arrangements. 
Employers need to provide the necessary technology and tools for remote work, 
such as secure networks, devices, and collaborative platforms. Additionally, many 
businesses are considering changes to office spaces, which could involve 
significant investment. 

Workplace Well-being and Productivity: As mental health and employee well-being 
become greater priorities, employers will need to invest in resources to support 
their employees, which can increase costs. Creating an effective balance between 
remote working, in-office presence, and employee engagement is an ongoing 
challenge. 

6. Changes to Employment Law and Regulation: 

Employment Rights and Legislation: The UK government has introduced and is 
likely to continue making changes to employment law, especially regarding 
employee rights, working hours, and redundancy procedures. These legislative 
changes increase administrative burdens and could require businesses to adjust 
their internal policies, which in turn could result in additional legal and compliance 
costs. 
Environmental and Sustainability Regulations: Businesses will also face pressure to 
meet new sustainability targets and reduce their carbon footprints. While the 
government is pushing for greener practices, compliance with stricter 
environmental regulations may involve significant investment in new technologies 
or processes, further straining finances.



7. Access to Funding and Financial Support: 

Interest Rates and Financing Costs: The Bank of England’s interest rate hikes have 
led to increased borrowing costs. Businesses, particularly small and medium-sized 
enterprises, face higher expenses in financing growth or managing operational 
costs through loans. This could lead to delayed investment in business expansion 
and innovation. 

Government Support Measures: While the Chancellor's budget outlined support 
for certain sectors, there is ongoing uncertainty regarding the level and duration of 
government support for businesses, particularly in sectors most affected by rising 
costs. Employers may need to rely on private financing options, which are more 
expensive in the current climate. 

Conclusion: 

In 2025, UK employers will face a challenging economic landscape. Rising labour 
costs, tax increases, inflationary pressures, and recruitment challenges will require 
businesses to be agile and strategic in their approach to managing costs, 
operations, and talent. With the increasing financial strain, now more than ever, 
businesses will need to focus on reducing costs to remain competitive and maintain 
profitability. 

In this context, Pro Commercia offers a highly relevant solution. As specialists in 
indirect category spend cost management, we provide a unique, risk-free service 
that helps businesses identify and reduce hidden costs across their operations. Our 
model ensures no upfront fees—clients only pay for results, making our services a 
cost-effective and time-efficient way to optimise spend. By partnering with Pro 
Commercia, businesses can focus on their core operations while we work to unlock 
savings that directly impact the bottom line, helping them navigate the financial 
pressures of 2025 with confidence. 

Employers will need to focus on innovation, employee retention, and efficient cost 
management while adapting to new regulatory requirements. While the 
Chancellor's budget aims to balance economic recovery with social welfare, the 
burden on employers will likely continue to grow in the short-to-medium term. Pro 
Commercia stands ready to support companies in achieving these crucial cost 
reductions, ensuring that they are well-positioned to thrive in the evolving 
economic environment.
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As Specialists in Indirect Cost 
Management, we are able to identify 
areas of overspend and help you to 
obtain best value for every pound 

spent within your organisation. 

Please give us a call, where we will 
be happy to provide you with a free 
review of your indirect spends and 
let you know where savings could 

be made without sacrifice to quality 
or service.  
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