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THE FUTURE OF
CONTINGENT WORKFORCE MANAGEMENT

Every business is examining its workforce. Economic conditions and the global pandemic
have placed attention and reliance on the idea of a flexible workforce that can meet the
fluctuating demands of a modern organization. With changes in hiring activities, the shift
to remote work, and changing business priorities, the demand for a more flexible workforce
has never been greater. According to our research, 80% of companies are leveraging
contingent workers, and 1 in 3 companies plan to increase their investment in 2021. A
contingent workforce helps companies fill critical talent gaps, reduce costs, and increase
overall productivity. In a year when agility and resilience are becoming table stakes for
businesses, alternative work arrangements are essential to the future of the workplace.

Yet, despite the increased investment in contingent labor, companies still face many of the
same challenges. Most companies lack visibility into the use, spend, and performance of
this critical workforce segment. Additionally, cost control and fee models are a concern as
companies question their staffing agencies and technology partners that lack the expertise
in-house. The approach to contingent workers has been reactionary, with companies
responding to immediate needs and ignoring long-term implications. The question, “Are we
doing this right?” is becoming even more difficult to answer.

Contingent Workforce (Non-Employee Workforce) Definition:

The contingent workforce umbrella is expanding beyond temporary workers. Contingent
workforce management today includes on-call workers, independent contractors, SOW-based
projects, and freelancers.

Contingent workforce management is ripe for transformation. Companies must examine
what is broken to develop deeper insights and a more effective framework. They must
reconsider the ownership, fee models, and partnerships that they have in place. Based on
data collected by Aptitude Research and ERE Media in November and December 2020, this
report will explore the current state and the future of contingent workforce management.

This report answers the following questions:

e What are the key drivers for investing in contingent workers?
e What are the challenges that companies face today?
e What are the different stages of maturity for improving contingent workforce management?

e What role do ownership, cost, and technology play in the contingency workforce management
maturity model?

e What actions can companies take to become more strategic in the next year?

TLNT.COM >N
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The Future of Contingent Workforce Management

Aptitude Research Methodology

Aptitude Research conducted the research cited in this
report in November and December 2020

Quantitative Research: 274 Global Responses from
Talent Acquisition Leaders across all industries and
from companies with 1,000+ employees

Qualitative Research: A series of interviews
with companies to understand their strategies
for automation

CURRENT STATE:
INCREASED INVESTMENT AND GREATER COMPLEXITY

Traditional employment has changed significantly over the past year thanks to changing business needs and a new
focus on workforce flexibility. Both employers and employees want flexible options during a time of uncertainty,
and a contingent workforce enables organizations to be agile and adapt quickly. The contingent workforce umbrella
expands beyond temporary workers to include on-call workers, independent contractors, scope-of-work (SOW)-based
projects, and freelancers. This study found that 80% of companies plan to continue or increase their use of contingent
workers in 2021, compared to 62% of companies that plan to continue hiring permanent employees (see Figure 1).

As companies look to adopt a more flexible workforce, they need to better understand what drives this investment and
what challenges they may face.

Figure 1: Investment
in Contingent Workers

Don't know

Increased use of contingent workers

Decreased use of
contingent workers

Investment remained the same
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KEY DRIVERS

Companies respond to a massive shift in talent acquisition, and the way companies think about, and leverage
talent needs to change. This shift - and the focus on rapid scalability - has intensified the need for a new model.

The shift to a contingent workforce is not a recent trend. Companies have steadily increased the ratio

of contingent workers over the past decade. Still, the pandemic has accelerated the urgency and forced
companies to think more strategically about their workforce composition. This study found several key
drivers for investing in contingent workers, including the need to fill talent gaps, create more flexibility,
increase productivity, reduce costs, and increase diversity efforts. These key drivers also reflect the need
for rapid scalability. Today’s environment means that companies must be able to move quickly and scale
at a different pace. Contingent workers enable companies to scale in a short period of time by filling the
talent gaps, improving productivity and performance.

Figure 2: Key Drivers for Investing in Contingent Workers

54%
FILL CRITICAL TALENT GAPS

MORE FLEXIBILITY
INCREASE PRODUCTIVITY
REDUCE COSTS

GREATER DIVERSITY
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1r Fill Critical Talent Gaps: \ff Create Greater Flexibility:
Contingent workers contribute to an Aptitude Research surveyed over 400
organization’s productivity by bringing employees in the summer of 2020, and the
expertise to highly skilled roles and greatest challenge at that time was the fear
collaborating with full-time employees of returning to work (See Figure 3). Although
on projects and business objectives. we expect safety concerns to wane as
Organizations had to adjust and adapt vaccines become more readily available,
overnight to the new realities of 2020, and the traditional 9 to 5 office environment is
contingent workers provided much-needed being reconsidered by both employees and
skills to support this business transformation. employers. Working from home has become
Companies looking for immediate talent a reality for people and a requirement as
needs found a viable solution in contingent they evaluate job opportunities. Contingent
labor this year, whether engineering skills, workforce provides greater flexibility that
healthcare expertise, or even hourly retail or can drive productivity and engagement in a
hospitality roles. remote environment.

Figure 3: Challenges Facing Employees Today

40% — el
o)
35% 34%

30% 6%

20%

10%

0%

FEAR OF RETURNING  FINANCIAL STRESS FEAR OF LOSING COMMUNICATION
TO WORK MY JOB WITH MY BOSS

7 Increased Productivity:

Companies that use contingent workers cited a 20% increase in overall productivity this year. Many
contingent workers are already accustomed to working remotely and do not require the same support or
training that traditional workers may need. According to the Bureau of Labor Statistics (BLS), 23.7% of
employed persons teleworked in December 2020 because of the coronavirus pandemic, up from 21.8% in
November. Further, more companies now have the digital infrastructure necessary to support distributed
teams thanks to this shift to remote work.

.+ [ LNT.COM >N
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@ Reduced Costs:

Recruitment is an expensive undertaking. The cost of a traditional hire is $4,000
or greater. This cost does not account for the time spent posting a job, reviewing
resumes, scheduling calls, interviews, and onboarding a new hire. Also, the
complexities and expenses of a dispersed workforce is a costly undertaking

as more companies move toward remote models. When managed correctly,
contingent workers can help reduce these costs by offering a more simplified and
streamlined process on a short-term basis.

Greater Diversity:

Sixty-two percent of companies stated
that they are looking to improve diversity
and inclusion as their top priority this
year. Companies looking critically

at diversity and inclusion may have

more immediate success in leveraging
contingent workers to reduce bias

and increase inclusivity. Conversely,
companies that lack diversity and
inclusion programs may find it difficult to
engage talented contingent workers.

A Risk Mitigation:

It is interesting to note that risk mitigation was not identified as a top driver or
challenge for contingent workforce management today, although it is a priority for
business leaders and procurement professionals to manage this workforce. In this
study, procurement leaders were two times more likely to identify risk mitigation as

a priority than HR leaders. Risk mitigation involves process compliance, workflow
management compliance, technology compliance, audits, Independent Contractor (IC)
management, and employee classification. As HR becomes more involved in the hiring
and management of contingent labor, risk mitigation must continue to be a focus.

.+ T LNT.COM >N



TOP CHALLENGES

Despite the benefits of a flexible workforce, companies rely on
antiquated models that create challenges with visibility, cost control,
and efficiency of contingent workers. Companies want some
indication that their contingent workforce models are effective,
but they lack the insight and expertise to measure success. The
contingent market is underserved, and even the BLS has faced
challenges in its reporting frequency and scope. Companies have
few options when looking to improve or evaluate their efforts.

According to this study, cost control, visibility into the use and
spend inefficiencies, lack of ownership, and technology were the
top challenges.

Cost Control:

Cost control as it relates to contingent workers is not a new
challenge. Companies question their spending and the role of
staffing agencies in managing that spend. Furthermore, most
companies do not pay attention to cost until it is too late.
According to this study, 39% of companies are not tracking costs
for contingent workers, and 42% of companies looking to reduce
spend are just trying to control these costs.

44%

SlEEoRle

Figure 4:
Top Challenges in
Contingent Workforce Management

COST CONTROL
WITH THE USE OF
CONTINGENT WORKERS

INEFFICIENCIES
IN MANAGING
CONTINGENT WORKERS

VISIBILITY INTO
THE USE OF
CONTINGENT WORKERS

LACK OF
OWNERSHIP

VISIBILITY
INTO SPEND

LACK OF
TECHNOLOGY
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Figure 5:
Strategies to Improve Spend
on Contingent Workers

We want to collect more
data to determine what
we are spending

We want to drive
and optimize costs to
improve our strategy

We are trying to
control costs

Controlling costs does not mean that hiring contingent workers is not justified, but it represents a growing concern that
companies may be spending more than they should. Many aspects of managing contingent labor can impact program spend,
including:

e Lack of budget visibility: To control costs, companies need visibility into what those costs are and how their budget
is allocated.

¢ Inability to forecast the budget: Companies think about contingent needs in the short-term without looking at what they
are currently spending, what they have left to pay, or how they can prepare for future spending.

e Lack of consistent rates across vendors: Managing vendor costs and rates is an overwhelming task. Companies tend to set
rates by vendors without standardizing and analyzing what those rates should be for the short-term and long-term.

Figure 6: Areas Lacking Visibility in
o _op epe Contingent Workforce Management
Visibility: g f 3

One of the greatest challenges with
contingent workforce management is
the lack of visibility into use, spend,
and performance. Without insights
into how to manage non-employee
labor, companies will always question

the value and models that they have
in place. According to this study,
over 60% of companies lack strong
visibility into spend, fee models,
vendor performance, engagement,

and overall use FEE VENDOR OVERALL  ENGAGEMENT
MODELS PERFORMANCE USE
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Inefficiency:

One of the most significant benefits of a more flexible workforce should be increased efficiency in processes and
performance. Unfortunately, the reliance on outdated methods and tools to support these efforts often creates
unexpected inefficiencies and uncertainty. This became evident during the pandemic, with healthcare organizations
unable to scale or staff fast enough. Studies show that contingent labor accounts for 30% of the nursing needs
today. Yet, when hospitals needed support across different geographic areas, inefficiencies and outdated regulations
delayed the process. Some states, such as California and New York, required weeks to bring out-of-state nurses
on board. When asked to identify their greatest pain points with contingent workforce management, companies
identified evaluating and measuring ROI, data management, vendor management, IC compliance, and expertise with
the employer of record (EOR). Each of these pain points is the result of an inefficient and ineffective approach to
contingent workforce management (see Figure 7).

Figure 7: Pain Points in Contingent

60% — Workforce Management
— 52%
50% —
40% +— 39% 39%
- 33%
30% —
- 25%
20% —
10% —
0%
EVALUATING AND VENDOR IC DATA WORKER
MEASURING ROI CONTRACT COMPLIANCE MANAGEMENT EXPERTISE
MANAGEMENT WITH EOR

Compliance:

Many companies are hesitant to use contingent labor due to the risk of misclassification of independent
contractors (ICs). Although it may seem simple for organizations to distinguish between full-time and
part-time employees, many organizations still struggle to properly classify workers and establish a baseline.
As a result, the IRS and numerous federal, state, and local institutions are cracking down on organizations
for the proper classification and co-employment. For example, if a company uses an independent contractor
for over 30 hours a week, they may still need coverage. When organizations misclassify workers as ICs, they
violate laws around worker compensation, unemployment insurance, and overtime. They are also leaving
themselves vulnerable to potentially crippling wage and hour violations.

.+ [ LNT.COM >N
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FUTURE STATE:
SHIFTING TO AN
OPTIMIZED STRATEGY

Every company is at a different stage in its contingent
workforce journey. Some companies are just getting
started and making ad hoc decisions based on short-
term demands for talent, while other companies are
strategically planning for their future talent needs.
Although contingent workforce management is a key
priority this year, most companies are still immature
in their flexible workforce approach. Only 1 in 4
companies currently have an optimized strategy
around contingent workers.

@TLNT
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Aptitude Research developed the following maturity model to help companies understand their own process around
contingent workers and the steps they need to take for a more strategic and optimized approach. This maturity model
includes four stages: Early Phase, In Progress, Strategic, and Optimized.

Figure 8:
Contingent Workforce Management Maturity Model

Infrequent Use

Companies are not
using contingent
workers and have

no strategy inplace.

Early Phase

Companies are
using contingent
workers, but
do not have a
strategy in place

In Progress

Companies have
some system in
place and are
reevaluating their
process to drive
down costs and
negotiate spend.

Strategic

Companies
have designed a
strategy and are
in the process of

identifying vendors
and implementing
the strategy.

Optimized

Companies have
a fully optimized
strategy with
budget ownership
and strategic
decision-making.

to measure
their efforts.

’

Currently, 18% of companies surveyed report no use or infrequent use of contingent workers. As these companies
consider their priorities over the next year - and their ability to fill talent gaps and adjust to shifts in talent demand - they
should view the following maturity model.

Five different characteristics define each stage:

e Fee Models:
What fee models are in place, and how satisfied
are companies with those models?

e Ownership:
Who has ownership over contingent labor,
including budget and vendor management?

o Visibility:
What visibility do these companies have into
spend, vendor performance, and engagement?

e Key Performance Indicators (KPls):
What success have companies achieved
with their contingent workforce strategies

N
e Solutions: to date?

What technology and services are in place?

.+ [ LNT.COM >N
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Early Phase:

The “early phase” stage of contingent workforce management includes companies that are just starting
to put a strategy together. They are using contingent workers, but their efforts are ad hoc, and they
have no process to manage or track these efforts.

Characteristics: Companies at this stage are driven to fill talent gaps
in the short-term (40%), and their greatest pain point is cost control
(62%). Procurement takes greater ownership in the overall contingent
workforce strategy for budgets (45%), vendor management (30%), and
overall use (25%). The greatest change these companies are looking
to make in the next year is to shift ownership from procurement
to HR (62%). Sixty-eight percent (68%) of these companies are not
happy with their current fee model and rely on bill rate models. At
this stage, companies have low technology and service adoption, with
only 38% using vendor management systems (VMS) and only 28%
using managed service providers (MSP), while 78% are using manual
methods like Microsoft Excel.

How to Progress: These companies are beginning to shift ownership
but need to build more significant expertise to change fee models and
leverage the right technology solutions.

In Progress:

The “in progress” stage of contingent workforce management
includesevaluatingorreevaluatingtheirapproach,spending,anduse
of contingent workers. They are trying to reduce costs and
renegotiate spend.

Characteristics: Companies at this stage of the contingent workforce
model are also driven to fill talent gaps in the short term (64%), and
their greatest pain point is the lack of ownership (54%). HR and
procurement both own different aspects of contingent workforce
management, with less than 25% of companies using a shared-
ownership model. The most significant shift companies are making
is their use of vendors and staffing agencies, with 1 in 2 companies
looking to switch to this model. Although companies are using both bill and pay rates (including markup)
fee models, nearly 60% are not satisfied with these models. Technology adoption is greater, with 50%
of companies using a VMS and 39% using an MSP.

How to Progress: These companies should shift their ownership to have greater visibility into areas
like budget and vendor management. Companies at this stage should consider budget analysis,

standardization, and forecasting.

.+ T LNT.COM >N
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Strategic:

Companies at the “strategic” stage of the contingent workforce model have greater visibility into
their use of contingent labor.

Characteristics: Companies at this stage are driven by the need for greater flexibility (78%) and
have challenges with inefficiencies (42%). The greatest shift companies are making in this stage
is around ownership. HR has more shared responsibilities for companies at this stage, with 40%
sharing ownership of total contingent workforce management. Strategic stage companies are also
more likely to use a pay rate model and are more satisfied with that model. Companies are also more
likely to invest in solutions, with 67% of companies using a VMS and 35% using an MSP.

How to Progress: Though more progressive, these companies should strive to build their expertise,
shift their fee model, and carefully evaluate providers for true partnership.

Optimized:

Companies at the “optimized” stage have more control over their contingent workforce management
strategies. They have greater visibility into the process and own their fee models to ensure better
decision-making.

Characteristics: Companies at this stage are driven by the need to fill talent gaps and reduce
inefficiencies (54%). They are three times more likely to have shared ownership of budget and
vendor management between HR than early phase companies. They also have greater expertise and
experience at this stage to take on more control of the vendor management process. Companies can
better manage bill rates with greater consistency and market standardization.

At the optimized stage, companies see greater improvements in KPIs like worker satisfaction, fill

rates, visibility, and productivity (see Figure 9).

Figure 9: Improvements in KPIs . EARLY PHASE . OPTIMIZED
58%
60% — 500 0 52%
45%
30%
15%
0%
FILL RATE WORKER VISIBILITY PRODUCTIVITY
SATISFACTION INTO SPEND
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Figure 10: Maturity Model by Characteristics
Early Phase In Progress Strategic Optimized
Ownership Procurement Procurement/HR HR and Shared Shared (heavy HR)
Visibility Low Low Medium/High High
Fee Models Bill rate with little Bill rate with little Bill rate and Bill rate and pay
flexibility flexibility pay rate rate with greater
ownership and
visibility
Solutions Low tech adoption; Greater adoption VMS, MSP Next-generation
Excel spreadsheets of VMS and MSP contingent solutions,
HCM solutions, MSP
KPls Lack of defined KPIs  Fill rate Fill rate Fill rate, productivity,

worker satisfaction.

Companies looking to mature and progress across these characteristics must reevaluate and shift their approach to
ownership, fee models, and technology.

SHIFTS IN OWNERSHIP

The lack of clear ownership is a fundamental problem facing many contingent workforce programs. Talent acquisition
does not always have visibility or expertise on contingent labor, and procurement often relies on antiquated tools
and strategies. Thirty-five percent (35%) of companies are shifting their ownership this year to reduce overall costs.
When asked how they are shifting ownership, 43% are shifting from procurement to HR, and 24% are shifting from
procurement to a shared model. By taking control of contingent workers’ spending, companies will gain more visibility
and confidence to manage bill rates with greater consistency and market standardization.

Figure 11: Shifts in Ownership

We are shifting from talent
acquisition / HR to procurement

We are shifting from procurement
to talent acquisition / HR

We don’t know how we are
shifting yet

We are shifting from procurement
to a shared responsibility
between procurement

Other - write in (Required)

Recommendation: Companies shifting ownership from procurement to HR should consider greater collaboration between the
functions to facilitate clear communication during this transition.

.+ T LNT.COM >N
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SHIFTS IN FEE MODELS

Over 40% of companies currently rely heavily on a bill Figure 12: Current Fee Models
rate model in which staffing firms manage the costs, and
companies have limited control over how much they
spend on contingent labor. As a result, 58% of companies o
are not happy with this model and question if they are Don't
“doing it right” The excessive fluctuation from different know
staffing agencies is an indication of uncontrolled spending

and dissatisfaction in the process. Forty-one percent »
(41%) of companies plan to shift their fee models this year,
but they do not have the expertise to move to a pay rate
model that provides more control but requires more work.
-

Recommendation: Companies shifting to a pay rate
model will need to consider consolidating budget
tracking, developing more consistency in rates, and
developing negotiation strategies to avoid excessive

The Future of Contingent Workforce Management

markups. By taking control of contingent workers’ Pay rate Pay rate

spending, companies will have greater visibility and more plus markup

confidence in their approach can better manage bill rates
with greater consistency and market standardization.

SHIFTS IN TECHNOLOGY

Investing in technology and service providers will help organizations with reporting, maintaining costs, and
staying compliant. Unfortunately, companies have relied on the same solutions when considering technology
for managing their contingent labor, including VMSs, MSPs, and workforce and talent management systems.

The traditional solutions that support contingent workforce management are cumbersome, costly, and often
unrealistic for most companies looking to scale rapidly. The contingent workforce technology landscape has
changed over the years; yet most companies are not aware that there are better options to identify and engage
contingent workers. The reliance on these traditional tools has prevented transformation in an industry in
desperate need of change.

The VMS remains the bread and butter of contingent workforce management. Still, 1 in 2 companies are looking
to replace their provider in 2021, and only 29% of companies are satisfied with their existing provider. Fortunately,
companies have better technology options, including talent marketplaces to connect workers with employers,
contingent solutions to improve visibility, and providers looking to disrupt the contingent model and offer better
solutions and experiences.

.+ [ LNT.COM >N
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Vendor Management Systems:

Organizations that invest in a VMS are more likely to
ensure compliance and drive business outcomes. VMS
technology helps manage all aspects of the contingent
labor umbrella by automating the process of procuring,
managing, and analyzing contingent labor. These solutions
are transactional in nature and provide limited visibility
to companies.

Managed Service Providers:

MSPs bring a consultative approach to contingent
workforce management and assist organizations in day-to-
day operations. MSPs also offer expertise in handling the
nuances of the contingent workforce umbrella, including
mitigation of risks associated with contractors, consistent
tracking of milestones/delivery dates against agreements
for SOW-based projects and services, and process
improvements to improve the productivity of contingent
labor. The trend over the past few years has been to move
the MSP model in-house; yet few companies have the
expertise to do so and need to consider solutions that can
support them through these operations.

Workforce Management Solutions:

These solutions enable organizations to track and use
workforce data to make better decisions around critical
workforce management processes. These processes include
time and attendance, scheduling and absence management,
strategies, and tools for critical core HR functions like
payroll and benefits and the power of integrated workforce
management. Yet, most workforce management solutions
tend to support permanent labor with limited expertise in
contingent work.

Recommendation:

Companies have access to better technology options today
and should consider next-generation contingent workforce
solutions. These solutions can help companies scale rapidly,
improve visibility, mitigate risk, and provide an improved
experience for both employers and workers. The future of
contingent workforce technology comes from providers
looking to disrupt this market by offering one platform
to source, engage and pay non-employee workers, and
measure and manage spend.

quadient

Because connections matter.

CALL OUT

Quadient is an international software organization specializing in mail equipment,
business process automation, and customer experience management. With nearly

6,000 employees globally, Quadient leverages contingent labor to fill critical talent
gaps and support short-term augmentation. Quadient leverages a marketplace to
support its use of contingent work, and individuals can identify opportunities on
its career site.
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KEY RECOMMENDATIONS:
CREATING AN IDEAL MODEL

Companies that have an ideal and optimized contingent workforce management model have clearly identified their
goals and priorities for the next year and are exploring more effective solutions for their non-employee workforce.
Companies looking to mature in their contingent workforce efforts in 2021 should consider the following:

} Establish Clear Ownership:

Regardless of who owns contingent labor, companies at an optimized level have
established ownership expertise in managing this workforce and optimizing spend and
performance. Companies shifting to HR should work with procurement or individual
business leaders to understand challenges and opportunities moving forward.

D Create More Visibility:

One of the greatest challenges with contingent workforce management is the lack
of visibility into the effectiveness and spend. Without the insights they need to
make better decisions, companies will continue to question if they should be doing
things differently. Companies should consider providers that offer better visibility and
establish clear metrics for success.

Measure and Manage Spend:

Companies at an optimized level are better able to manage vendor spend and
measure results. They have greater visibility, can forecast their budget and can
standardize costs.

Invest in Next-Generation Solutions:

Companies should think beyond the traditional VMS for their contingent labor and look
at more innovative and effective solutions that can source, engage, and pay workers
in one platform.

.+ [ LNT.COM >N
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YOUR CRITICAL HIRING CAN'T WAIT.
LET’S GET STARTED!

YOU ARE ONE CLICK AWAY FROM EVERY RECRUITER AND
PASSIVE CANDIDATE IN THE WORLD.

BountyJobs has built an incredible recruiting community over the last 14+ years.
From Human Resource teams to Talent Acquisition Leaders to
best-in-class recruiters, companies find success with BountyJobs.
Support growth plans and business needs with this strategic hiring tool.
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TLNT is an online HR publication for talent professionals who recognize that elevating
work demands busting through banalities and buzzwords. That's why we start where
other outlets stop. We push past traditional reporting with progressive insights to
help people power their careers, departments, and organizations. Our subject matter
truly matters because it's not just for HR professionals. It's by HR professionals
advancing the business of HR. Come join the ride.

To learn more, visit TLNT.com

aptitude
a research

Aptitude Research Partners is a research-based analyst and advisory firm
focused on HCM technology. We conduct quantitative and qualitative research
on all aspects of Human Capital Management to better understand the skills,
capabilities, technology, and underlying strategies required to deliver business
results in today’s complex work environment.

To learn more, visit aptituderesearch.com

& BOUNTYJOBS

Sometimes sourcing talent for business-critical positions requires a little help. Our
recruiter engagement platform features a marketplace of over 13,000 highly-qualified
agencies and a performance-based matching algorithm that helps hiring teams of all
sizes find and engage the recruiters for each of their roles. All this inside our simple
yet effective platform designed to keep you in control of the entire recruitment
process. Help makes hiring happier.

To learn more, visit BountyJobs.com
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