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Preface

The external workforce is
essential to thriving in the
digital age
Before we dive in, let’s take a step back. This report focuses on
how organizations can gain competitive advantage by improving
management of services providers (companies that supply
services delivered by people, such as consulting firms, marketing
agencies and facilities management companies). To set the
scene, let’s first take a look at the broader context of the external
workforce – essentially all non-employees who are doing work on
behalf of your company (see “Meet the modern workforce” diagram
on page 7 for definition) – and the vital role it plays in getting
work done.
The drive to retain market share and break new ground in the
digital economy has stoked companies’ appetite for talent and new
capabilities. Demand for expertise in business transformation and
skills in new technologies is particularly high.

of executives say that
the external workforce
helps them compete in
a digital world

To meet these demands in an agile way, organizations are
looking beyond their employee populations to get work done.
They increasingly turn to the external workforce, which includes
non-payroll (i.e., contingent) workers and services providers.
To explore organizations’ reliance on the external workforce in
more depth, SAP Fieldglass collaborated with Oxford Economics
to survey 1,050 senior executives in 24 industries across
21 countries. One-third of survey respondents are C-suite leaders,
including Chief Procurement Officers and Chief HR Officers. From
a qualitative perspective, we conducted in-depth interviews with
multiple executives to gain their insights and reactions to the
survey findings.

of executives say their
external workforce is
important or extremely
important in meeting
business needs for
specialized new IT and
digital skills

It is clear that the external workforce has become critical to
organizations’ success. It operates at the core of the enterprise, and
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almost half of executives (48%) surveyed say their company would be unable to conduct business
as usual without an external workforce. It is also significant in terms of its sheer size, making up
more than 40% of workforce spend.
Critically, the external workforce is seen as vital to innovation, with 59% of executives stating that
the external workforce helps them compete in a digital world. 62% of executives say their external
workforce is important or extremely important in meeting business needs for specialized new
IT and digital skills such as AI, machine learning, data science, blockchain, automation, cloud,
robotics and the Internet of Things. These capabilities are becoming ever more important as
companies endeavor to transform to thrive in the digital economy.
Although these newer technologies are viewed as crucial, only 31% of executives report they have
enough skills in these areas now, and just 56% anticipate they will have enough in three years.
Other key skills that companies lack now, and in which they anticipate future shortfalls, include
data-driven decision-making, user experience and design thinking. The external workforce is
regarded as critical to helping organizations access these skills and capabilities. As technology
continues to march forward, access to cutting-edge skills such as extended reality and quantum
computing may be a game-changer.

Fig. 1: Significant shortfalls in key skills, vital for agility and growth
To what extent does your organization have the skills it needs in the following areas now
and expected in three years?
“Enough skills” responses
Today

In 3 years

76%
61%

59%
48%

Business
operations
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New product
development

57%
42%

Data-driven
decision-making

56%
38%

33%

User
experience
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Design
thinking

58%

56%

50%
31%

29%

Newer technologies
Cybersecurity
(AI, machine learning,
blockchain, automation,
cloud, robotics,
Internet of Things)

The external workforce is also seen as important for companies to meet a wide range of broad
business goals – from boosting organizational agility (63%) to increasing speed to market (61%).
Critically, 67% of respondents say the external workforce is important in improving the customer
experience/client satisfaction – a top goal at many companies.

Fig. 2: The external workforce is critical for organizations’ success
How important is the external workforce in meeting the following business goals?
“Important” and “Extremely important” responses
74%

Operating at full capacity/meeting market demands

67%

Improving the customer experience/client satisfaction

66%

Managing costs

63%

Increasing organizational agility

Reducing risk

61%

Increasing speed to market

61%
56%

Developing or improving products and services

“

These findings reveal the importance of the
external workforce to organizations today – not
just in keeping the lights on, but in achieving
business goals to thrive in a rapidly changing
world. For example, 56% of respondents say the
external workforce is important or extremely
important in developing or improving products
and services.

“For us, the value of the
external workforce has
never been cost. It’s
flexibility. It’s strategic.”
JP Stadelmann
Head of Purchasing for the
External Workforce, Swisscom

Findings from Switzerland’s leading telecoms
company, Swisscom, echo this experience.
When Swisscom was fighting for market share
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in the television set-top box market, the external workforce gave
it a critical edge. By augmenting its development teams with
specialized skills from contingent labor and services providers,
Swisscom gained the agility and flexibility to master the
technology rapidly and gain a dominant share of the market. JP
Stadelmann, the company’s Head of Purchasing for the External
Workforce, remarks: “For us, the value of the external workforce
has never been cost. It’s flexibility. It’s strategic.”
Yet for all its importance, many companies do not see the external
workforce as an extension of its workforce, so it remains an
under-managed asset. Lisa Zak, Director of Strategic Sourcing
at Medtronic, the world’s largest medical device company, says:
“Many C-level executives don’t have the external workforce on
their radar because they are not aware of the extent to which
it comprises their total workforce mix and fuels growth and
innovation of their business.”

“

of executives say the
external workforce
is important or
extremely important in
improving the customer
experience/client
satisfaction

“Many C-level executives don’t have the external
workforce on their radar because they are not aware of
the extent to which it comprises their total workforce mix
and fuels growth and innovation of their business.”
Lisa Zak
Director of Strategic Sourcing, Medtronic
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Meet the modern workforce:
how work gets done

Internal Workforce

Today’s workforce is comprised of an internal workforce (employees) and an external workforce
(non-payroll workers or contingent labor, and services providers). The external workforce accounts
for more than 40% of total workforce spend. This external labor pool is vast and varied, comprised
of multiple types of talent under an array of work arrangements.

Employees
Workers who are on the company’s payroll, typically receiving traditional
employment beneﬁts.

External Workforce

Non-payroll workers
Also referred to as contingent labor, these individuals are engaged by an
organization to do work on its behalf, but not as employees. They can be
contracted via staﬃng agencies, through freelancer marketplaces, or directly
by the company.
Examples: Independent contractors, freelancers and temporary labor.

Services providers – the invisible workforce
Companies contracted to get work done, typically on a project basis, via a
Statement of Work (SOW). They provide services delivered by people.
Examples: Consultancies, IT outsourcers, marketing agencies, law ﬁrms,
facilities management companies, call-center operators and accounting ﬁrms.
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Introduction

How much do you know about
your invisible workforce?
It’s clear that the external workforce plays a key role in commercial success. In this report, we
will focus on an often overlooked and under-managed component of the external workforce –
services providers. Why? Services providers play pivotal roles in getting work done, and they
operate at the heart of the enterprise. For example, organizations rely on consulting firms to help
them better compete in the digital era, IT services providers to run their IT operations, accounting
firms to balance their books, law firms to protect their intellectual property, marketing agencies
to shape their brands, call-center operators to assist their customers, and facilities management
companies to maintain their buildings and equipment. We call these people-based services an
“invisible” workforce, because they complete vital work yet many companies do not treat them as
a workforce.
At Swiss life sciences giant Novartis, this invisible workforce
provides crucial skills and expertise that drive competitive
advantage. David Swift, Head of Global Corporate Procurement
at Novartis, says: “Services providers bring tremendous
value to our organization. In consultancy work, they bring
methodologies, proven track records and smart people with
experience in whatever we are trying to achieve. Engaging
services providers gives us access to top-quality talent that
helps us keep strategic projects on track.”
This external talent pool is especially valuable as companies
remake themselves for the digital era. Sasha Samac, Head
of Operations, Procurement and Supply Chain at Australia’s
largest telecommunications company Telstra, says: “Telstra
has embarked on a wide-reaching transformation program
touching all areas of the business. Our services providers play
a vital role by helping us come up with new, forward-thinking
ways to deliver excellent service and innovative solutions to our
business and retail customers. Our services providers bring
thought leadership and help us push boundaries to propel the
business forward.”

“

“Our services providers
bring thought
leadership and help us
push boundaries to propel
the business forward.”
Sasha Samac
Head of Operations,
Procurement and Supply Chain,
Telstra

Companies spend significant sums of money on services procurement (the use of services
providers to get work done). To choose two examples, the Big Four accounting firms’ global
revenue stands at $148.2 billioni and the U.S. legal services market is estimated at $437 billion.ii
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Our research respondents state that services providers account for almost half of spend on the
external workforce, or nearly one-fifth of total workforce spend. Yet we suspect the real number
could be much higher given the size of the consulting, IT, legal, and other markets. In addition, our
research participants may have underestimated spend because they have limited visibility into
their services providers – including basic details such as contract terms, responsibilities, who is
doing the work, performance and more.

Fig. 3: The way work gets done
What is the split of your organizational spend across employees,
non-payroll workers, and services providers?
Averages shown

18.2%

Services
providers

42%

of spend is on
the external
workforce
Employees

57.9%

23.9%

Non-payroll
workers

Despite the significant spend on services providers and the value they provide, they are treated
more as financial transactions rather than ways to get work done. Most organizations manage
their spend on services providers, yet they stop short of managing the “people” aspects of these
engagements – for example, ensuring the workers delivering services comply with health and
safety regulations, hold appropriate certifications and safeguard sensitive data.
Poor visibility and lack of management rigor prevent companies from unlocking the maximum
value from their services providers and create risk. Our research shines a light on this invisible
workforce and examines how organizations can reap the full benefits of their services
providers while also reducing risk.
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Four key actions
Unlock more value from your invisible workforce – consultancies, agencies, and other
third-party providers. Shine the light on services that help your company thrive.

Manage
with rigor

Illuminate your
invisible workforce

Rise above
the silos

See your contribution
in a new light

In this report, we describe these topics in more detail. But first,
we’d like to introduce you to our Pacesetters – companies that are
leading the way in effectively managing the external workforce and
particularly services providers.

Meet the Pacesetters

In our analysis, we identified a group of companies – approximately 11% of respondents – that
stand out from the rest. These “Pacesetters” are charting the path forward in three important ways:
visibility of services providers, effective management of services providers, and competitiveness
in a digital world. It’s important to note that even Pacesetters are early in their journey to
effective management of services providers. Please see “Pacesetters lead the way” on page 28
for a description of the criteria organizations met to qualify for this leader group.

Introduction
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Based on our analysis of the research data, we identified four key actions organizations
can take to overcome the challenges of this massive shift in the way work gets done:

Illuminate your invisible workforce

Effective management requires clear visibility, yet less than half of research
participants are highly informed about the basics of their services providers, such
as contract terms (48%), where they are located (44%), and who is doing the work
(44%). Even fewer have a clear view of quality of work at the supplier level (25%)
and progress against milestones and/or deliverables (27%), making it extremely
difficult to maximize return on investment.

Manage with rigor

To gain more value from services providers, organizations must apply the same
discipline to managing these companies as they do their employees – monitoring
quality of work, progress against milestones and more. Lack of management
rigor exposes companies to risk – for example, many respondents cite challenges
sometimes, frequently or in nearly every engagement with managing digital
security (44%), compliance (43%) and maverick spend (41%).

Rise above the silos

To understand the bigger picture and how the organization needs to evolve in the
digital age, executives must manage effectively within silos and across functions.
Managing services providers requires Procurement, HR, IT and the lines of
business to collaborate. With each function bringing meaningful insights to the
table, services providers can be managed with more rigor and deliver stronger
business outcomes. There is clear room for improvement in this area, as only
22% of research participants rate collaboration between HR and Procurement in
managing services providers as highly effective.

See your contribution in a new light

Services providers deliver immense value and are a key lever in improving
business performance. However, one in four of their projects is not completed
on time or on budget. Proactive, effective management of services providers
empowers individuals to excel in their areas of responsibility and make significant
contributions to their organization’s success.
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Illuminate your
invisible workforce

You can’t manage what you can’t see. Unfortunately, many organizations fall into this trap when it
comes to their services providers, despite the key role these companies play in enabling business
performance. Our research shows that senior executives across industries and around the
world have limited visibility into their services providers, especially as engagements move
beyond the initial contract phase.
Less than half of research participants say they are highly informed about the basics of services
providers such as contract terms (48%), where they are located (44%), and who is doing the
work (44%). Even fewer have clear insight into how those projects actually go. Roughly one-fourth
are highly informed about progress against milestones or deliverables (27%), the quality of the
work at the supplier level (25%), or the quality of work of individual contributors (18%). (For more
information on visibility into quality of work and progress against milestones and deliverables,
please see “Gain more confidence in return on investment: shine the light on quality” at the end of
this section.)
The story gets more interesting when we look at Pacesetters versus the rest. Our Pacesetters
say they are highly informed about contract terms (78% vs. 44% of others), responsibilities
(72% vs. 37% of others), and access to systems and confidential information (66% vs. 36% of
others). Yet Pacesetters also have room to improve. For example, only 54% of Pacesetters (vs. 34%
of others) are highly informed about compliance with required licenses and certifications such
as health/life & safety, and only 39% (vs. 26% of others) are highly informed about visibility of
progress against milestones and deliverables.

Illuminate your invisible workforce
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Fig. 4: Challenges with visibility increase over the project lifespan
How informed are you personally about the following details of services providers doing
work for your organization?
“Highly informed” responses
Pacesetters

Contract terms

78%
44%

Responsibilities
(what they are doing)

72%

Access to systems
and conﬁdential
company information

66%

Access to facilities

Duration of work

Compliance with required
licenses and certiﬁcations

Who is doing the work

37%
36%
66%
28%
60%
41%
54%
34%
52%
43%

Quality of work:
project/work stream level

50%

Quality of work:
supplier level

50%

Level of eﬀort
expended to do work

45%

Where they are located

Others

23%
21%
33%
41%
45%

Progress against milestones
and/or deliverables

39%

Quality of work:
individual contributor

30%

26%

16%
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Gain more confidence in return on
investment: shine the light on quality
Given the high-profile, essential role performed by many services providers, and the significant
spend on these companies, it’s concerning that so many organizations lack insight into the quality
of their work. Only 25% of respondents are highly informed about quality of work at the supplier
level, 26% at the project or work stream level, and 18% at the individual level – the lowest visibility
of all areas we examined. Even the Pacesetters report surprisingly low visibility of quality of work,
particularly at the individual level.
Furthermore, only 27% are highly informed regarding services providers’ progress against
milestones and deliverables. That has a major impact on whether projects are finished on time,
or to specifications.

Fig. 5: Low visibility into quality and progress against milestones
How informed are you personally about your services providers’
quality of work and progress against milestones?
Somewhat informed

Not informed

Quality of work: supplier level

56%

19%

75%

Quality of work: project/work stream level

55%

18%

73%

Quality of work: individual contributor

56%

27%

83%

Progress against milestones and/or deliverables

56%

Illuminate your invisible workforce

17%

14

73%

With insight into progress and quality of work proving so
elusive, it’s difficult for executives to have confidence in
value delivered – or know whether they are achieving a good
return on investment. Executives may make very different
decisions if they had better visibility. They could receive
an early indicator that a project is going off track, or that
milestones are being missed. Perhaps they would redirect
spend to other initiatives.
Another aspect to consider is the hidden cost of poor
quality, which can cause organizations to complete
substantial rework and miss deadlines. Managing services
providers with more rigor would give organizations greater
influence over quality of work and project outcomes.

of executives are highly
informed about services
providers’ quality
of work

Gaining visibility of services providers is the vital first step
companies must take to seize these opportunities to improve
quality and mitigate risk. Once they have visibility, they can
move on to analyzing the data and obtaining insights to
guide their decision-making.

of executives are highly
informed about services
providers’ progress
against milestones
or deliverables
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Manage with rigor
Next, let’s take a closer look at what the research reveals about organizations’
struggles to manage services providers effectively.
Many organizations have made significant strides in negotiating master
contracts with preferred suppliers. However, our research shows they
don’t have visibility into the downstream tactical operations – and
performance – tied back to those well-negotiated contracts. They
do not apply sufficient management rigor in their engagements with
services providers – and that comes at a heavy cost. Lack of effective
management may result in unsatisfactory project outcomes and
missed opportunities.
Furthermore, the lack of management rigor applied to services providers
exposes companies to substantial risk. Many services providers access
their clients’ data, systems and facilities, so a hands-off management style
creates risks of physical and digital security breaches. Our research reveals
that incidents are worryingly widespread. For example, 44% of respondents
report that they experience digital security breaches sometimes, frequently
or in nearly every engagement with services providers. This is concerning.
Quality control is a significant challenge, as 36% say they encounter quality
issues in their engagements with services providers sometimes, frequently
and nearly every engagement, and 43% state this for compliance issues.
38% find it somewhat, very or extremely challenging to ensure suppliers who
do not perform well are not engaged again. This ties back to our previous
point: if organizations had better visibility of their services providers,
they would be in a better position to apply more management rigor and
help mitigate these issues.

Manage with rigor
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of executives experience
digital security breaches
with services providers
sometimes, frequently
or in nearly every
engagement

executives experience
maverick spend
sometimes, frequently
or in nearly every
engagement with
services providers

Lack of effective management incurs a significant financial risk, too. Rates deviating from agreed
fees, overcharges, duplicate payments and unauthorized spend without approval of Procurement
are common issues.

Fig. 6: The challenges of managing services providers
How often does your organization experience the following with regard
to its services providers?
Sometimes

Frequently

Nearly every engagement

Digital security breaches
(e.g., conﬁdential data
or information)

21%

16%

Need to use multiple
systems to manage
(source, manage, pay)

21%

18%

Physical security breaches
(e.g., facilities)

22%

Compliance issues
(e.g., misclassiﬁed workers)

20%

Unauthorized spend
without approval
of Procurement

19%

Overcharges and
duplicate payments

23%

Rates that deviate from an
agreed-to rate card or
master services agreement

20%

7%

44%

5%

11%

43%

10%

16%

43%

7%

16%

41%

6%

10%

10%

44%

6%

7%

39%

37%

Clearly, companies would benefit from stronger management of services providers. Their tendency to
view and treat services providers solely as financial transactions affects their top and bottom lines,
risk profile, and more.
How can companies improve their management of services providers to achieve better business
outcomes? To find out, let’s look to the Pacesetters, who stand head and shoulders above the rest
in this area.
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Pacesetters are more likely to say they manage services providers well in a range of areas,
including workforce planning (97% vs. 59% of others) and compliance (80% vs. 59%). They also
are less likely than other companies to experience overcharges, duplicate payments or rates that
deviate from an agreed-to rate card. Additionally, they are more likely to constantly measure quality
and adjust strategies/engagements accordingly (60% vs. 35% of others). However, Pacesetters
are still on a journey and have room to improve – particularly in protecting against digital security
breaches, to which they are just as vulnerable as other companies.

Fig. 7: Pacesetters outperform others in management of
services providers
How well does your organization manage services providers in the following areas?
“Well” and “Very well” responses
Pacesetters

Others

97%
80%

80%
70%

59%

59%

51%

65%

59%

53%

49%

45%

56%
46%
36% 35%

28% 30%
18%

Workforce
planning

Compliance

Sourcing

Measuring
performance
against
stated goals

Measuring
value

Visibility into
who is doing
the work

Onboarding

Governance

Oﬀboarding

Re-engagement

These issues are challenging executives to improve. Cynthia Moore, Sourcing Lead Consultant
& Procurement Solutions at Allstate, one of the largest insurance providers in the United States,
says: “We are constantly looking for ways to improve the way we manage services providers.
For example, we are shifting from managing hours towards managing deliverables, and holding
services providers accountable for the quality of the work they deliver.”
Her colleague, Ron Tate, Director of Indirect Procurement at Allstate, highlights that services
provider assessments aren’t a one-off exercise and should be conducted regularly: “As your
business transforms and evolves, your needs will change. To continue receiving strong results and
to mitigate risk, you need to continuously evaluate suppliers.”

Manage with rigor

18

26%

Less confidence in managing services
providers compared to non-payroll workers
Our research found that companies are less confident in their management of services providers
compared to non-payroll workers. 78% of respondents say they manage workforce planning for
non-payroll workers well or very well, yet only 64% say the same for services providers. The gaps
are even larger in measuring performance against stated goals (78% vs. 55%), measuring value
(66% vs. 47%) and governance (66% vs. 35%).

Fig. 8: The need to play catch-up in management
of services providers
How well does your organization manage services providers and non-payroll
workers in the following areas?
“Well” and “Very well” responses
Services providers

Non-payroll (contingent) workers

78%
64%

78%
61%

67%

67%

66%
55%

66%

66%

54%
47%

53%

47%
35%

Workforce
planning

Compliance

Measuring
performance
against
stated goals

Sourcing

Onboarding

Measuring
value

Governance

30%

Oﬀboarding

51%

25%

Re-engagement
given positive
experience

What has created the gap in management capability? It’s likely a reflection of the fact that many
organizations have focused first on managing non-payroll workers and are still early on their
journey in gaining visibility and improving management of services providers. What’s more, many
organizations’ approaches to managing services providers focus on cost and do not take
into account quality of work, compliance and other key factors. Better, more granular visibility
of performance will help create a ”feedback loop” – i.e., organizations using performance to inform
their choice of suppliers.
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Spotlight on technology
Most organizations use HR solutions to manage their employees, and many have robust
procurement solutions to manage the financial aspects of services provider engagements
(contracts, POs, invoicing, etc.). However, many lack suitable technology to actively manage
services providers at an operational level. This could be a cause or a symptom of broader
under-management of services providers.
Most companies are missing out on an opportunity to use technology to better manage services
providers and drive more value. For example, only about one-third of executives say their
technology helps them support different pricing models, collaborate with suppliers to determine
project scope, or mitigate risk by verifying certifications and training. Sophisticated vendor
management solutions (“VMS”) can enable organizations to do all of this and much more.

Fig. 9: Harnessing technology to effectively manage
services providers
Which of the following does your technology enable you to do, to help
manage services providers?
Select all that apply.
34%

33%

31%

30%

29%

27%
23%
17%
6%

Track and
manage
Statements of
Work (SOW) to
PO to invoicing
for a project

Support
diﬀerent pricing
models such as
charging by
time and
materials,
milestones,
deliverables
and SLA
compliance

Collaborate
with suppliers
to determine
proper scope
of work

Mitigate risk by
verifying the
services
provider
assigns people
who are current
on required
certiﬁcations
and training

Track quality
on a work
stream or
project level

Ensure users
are engaging
preferred
suppliers at
negotiated
rates

Ensure that only
individuals who
need access to
facilities and/or
systems are
badged or have
network access,
and access is
turned oﬀ at the
end of the project

Run bid events
(competitions
or tenders)
among
preferred
suppliers

Track
equipment
usage

Telstra’s Sasha Samac says digital tools are critical, but must be deployed as part of a clear
plan: “Technology was a game-changer in obtaining visibility and helping us to manage services
providers, but it’s not a silver bullet. To embrace a holistic approach to managing services providers
across the organization, companies must undertake robust change management initiatives
incorporating governance and support from senior executives.”

Manage with rigor

20

Rise above the silos
Our research found that many organizations handle procurement for goods and people-based services in
the same way. Two-thirds (65%) of executives say their Procurement function recognizes that sourcing projects
that involve human beings is not the same thing as sourcing goods and materials for a traditional supply chain.
However, organizations’ cost-focused approach to managing services providers suggests they struggle to put
this view into practice.
We found that close collaboration between HR and Procurement is hugely beneficial in effectively
managing services providers and achieving optimal business outcomes. Procurement offers robust
expertise in managing and negotiating with vendors, whereas HR specializes in sourcing, onboarding and
managing people. Combining these two skill-sets seems to hit a sweet spot in managing services providers.
In particular, HR may be well-equipped to help organizations adapt their approaches to managing services
providers to better suit the fact they are procuring people-based services, rather than goods.
All of our interviewees with whom we discussed
collaboration believe that HR, Procurement and the lines of
business should work closely together to manage services
providers. For example, David Swift, Novartis, says:
“Companies that manage services providers holistically
will have a competitive advantage over those who are
working in silos.”
Erika Thier, Category Management for External Workforce
Management at Novartis, added: “To manage services
providers effectively, you need all interested parties
involved and on the same page. HR is focused on getting
the best talent, Procurement and Finance have a close
eye on value for money, and Facilities Management
and IT must ensure services providers personnel have
appropriate access to buildings, systems and data.
Collaboration is key to getting all of this right.”
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“

“Companies that manage
services providers
holistically will have a
competitive advantage
over those who are
working in silos.”
David Swift
Head of Global Corporate
Procurement, Novartis

Rise above the silos

Making this happen requires executives to understand the strengths and shortcomings of each
traditional function – and then synthesize something new and improved. Allstate’s Cynthia
Moore says: “We want to foster an even greater collaborative relationship between HR and
Procurement that acts as a catalyst to help the business get work done. Many organizations
have an HR business partner that meets with executives to discuss their human capital needs. But
it’s all with an FTE lens. Our approach is to create a role for a Procurement business partner who
helps executives meet their talent needs using contingent labor and services providers. We want to
join the HR and Procurement business partners at the hip to enable a holistic approach to sourcing
talent to get work done.”
Again, the Pacesetters outshine the rest in terms of their collaboration between Procurement, HR
and the lines of business when it comes to the management of services providers. Pacesetters
are significantly ahead of the pack in cross-functional collaboration on workforce planning
(90% vs. 70% of others), sourcing (88% vs. 55%), spend management (87% vs. 66%) and
governance (87% vs. 63%). All of these areas are vitally important to drive more value from
services providers that help organizations achieve their business goals.

Fig. 10: Pacesetters exhibit stronger collaboration
How effective is cross-functional collaboration (between Procurement, HR, IT and lines of
business) with regard to your services providers?
“Effective” and “Highly effective” responses
Pacesetters

Others

90%

88%

87%

87%
77%

70%

66%

63%

64%

55%

Workforce
planning

Rise above the silos

Sourcing

Governance

Spend
management
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Performance
management

See your contribution
in a new light
Value for money
Our research reveals a huge opportunity for organizations to increase the
value of their investments in services providers. On average, one in four
projects done by services providers is not completed on time or on
budget. Take a moment to consider the significance of this finding in
light of the billions that companies spend with consultancies, law firms,
marketing agencies and in other services categories every year.
It’s important to point out that services providers’ failure to meet their
budget or timelines may not be their fault – it could be caused by their
clients’ shortcomings. An early warning indicator about burn rates or
missed milestones, however, would go a long way in shining a light on a
project that is off track, getting the attention of senior management and
enabling the organization to put the project back on course.
This is yet another area in which the Pacesetters are much stronger.
Pacesetters are more than twice as likely to say that 90+% of their
services providers meet their stated goals and objectives (82% of
Pacesetters vs. 36% of others). In addition, Pacesetters are nearly twice
as likely to say their services providers deliver on time 80+% of the time
(85% vs. 46%), with similar responses for delivering on budget 80+% of
the time (79% vs. 44%). The increased rigor with which Pacesetters
manage their services providers seems to be paying off, although they
still have room to improve.
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One
in four
projects done by services
providers is not completed
on time or on budget

See your contribution in a new light

Fig. 11: Pacesetters’ services providers are more likely to meet
stated goals and objectives
Approximately what percentage of services providers at your organization meet their
stated goals and objectives?
Pacesetters

Others

100%
90%

82%

80%

% of respondents

70%
60%
50%

36%

40%
30%
20%
10%

13%

13%

18%

1%

1%

1%

60% or less

61-70%

71-80%

20%

15%

0%
81-90%

91-100%

% of services providers

“

“Ultimately, we help the business get the right skill in the
right place through the right channel at the right cost.”
Martin Thomas
Head of Total Workforce Management, Philips

See your contribution in a new light
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Driving business outcomes
Our interviewees shared powerful stories about how services providers support their businesses
at a strategic level and help them get work done, especially when it comes to accessing talent that
is key to the new economy. For example, Swisscom relies on services providers to help it deliver
a part of Switzerland’s telecommunications network and to support digitization of companies
nationwide. JP Stadelmann says: “We are helping organizations across Switzerland to develop
infrastructure capabilities, allowing the Swiss economy to actively participate and flourish in the
digital world. Services providers play a key role in our efforts. We can’t do everything on our own.
We need these people on a short- and mid-term basis.”
Health technology giant Philips operates a truly leading-edge approach to talent that is delivering
strong business outcomes. Martin Thomas, the company’s Head of Total Workforce Management,
explains: “We always start by looking at the business need, then we talk with the relevant
stakeholders to decide the best approach to fulfill that need to get work done. It might be hiring an
employee, bringing in a contractor or engaging a services provider. To guide decision-making, we
give the business rich insight into the availability of the desired skill or capability and the cost of
acquiring that skill via different channels. For example, we have helped the company decide where
best to set up global services or operations. Ultimately, we help the business get the right skill in
the right place through the right channel at the right cost.”

Not just “a Procurement thing”
Services providers are vitally important to an organization’s future success. Yet, organizations
often see these companies as solely Procurement’s remit. However, Procurement doesn’t have
day-to-day visibility into the operational aspects of the work, such as who is doing the work, the
quality and milestones. There is rarely a closed loop to feed this performance back to inform the
master contract.
There’s a huge opportunity here: anyone who works with services providers can add more
value to their organization by more actively managing them. They must look at services
providers with a different lens, and see this invisible workforce as a crucial part of how work gets
done. In doing so, individuals across the business are empowered to make significant contributions
to their organizations’ success.
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Conclusion

Actively manage.
Raise the bar.
Improve ROI.
Services providers help organizations get work done and represent a sizable share of
workforce spend. Many enable strategic outcomes for clients. Their services are delivered
by people – strategists, IT consultants, programmers, data scientists, lawyers, accountants,
designers, marketers, brand experts, and more. However, most organizations do not view these
companies and their resources as an extension of their workforce. That is an oversight.
Organizations stand to realize far more value from services providers by upping their management
game. Greater visibility and insight – particularly into quality of work and progress against
milestones – will help executives ensure they obtain a good return on investment, and desired
results. In short, they need to illuminate this invisible workforce.
There’s an important takeaway here for C-level executives. Their organizations need mechanisms
to manage better at the project level, which then rolls up to overall programs, and to overall supplier
performance – beyond the financial aspects of the contract.
There is strong evidence to show that management rigor pays off. We have shown that
Pacesetters’ services providers are more likely than others to meet their stated goals and
objectives, and more of their projects are completed on time and on budget.
Becoming a Pacesetter requires a change management journey and establishment of a program
with strong governance and executive sponsorship. Technology is a key part of the solution, but it’s
not a silver bullet. By replacing ad-hoc approaches to managing services providers with the rigor
used to manage employees, organizations can reap far greater rewards from these engagements.
Given the high stakes and potential gains to be won in services procurement, we believe the topic
should be on the C-suite agenda.

Conclusion

26

Here’s how to get started
To unlock the true potential of your services providers,
focus on six key steps:
Reframe how you view services
providers. Many companies are doing
an outstanding job of managing financial
aspects of engagements with services
providers. To gain more value, you need to
go beyond treating services providers as
financial transactions and recognize these
companies help you to get work done.
They are an extension of your workforce.

Ensure your leadership has visibility
into the scope, impact and spend on
services providers so you get the support
you need to manage them proactively and
drive more value for your organization.

Ensure the right level of support for
your program. Embarking on a program
to manage services providers at an
operational level is a change management
initiative. To succeed, it requires effective
management, strong governance and
executive sponsorship.

Develop a better understanding of
the skills you will need to succeed
in the digital era, and be mindful that
specialized IT and digital skills are in short
supply. Build a strategy to ensure you can
access these capabilities.

“

Gain insight into quality of work to
give you confidence in assessing the
value you obtain from your investment.
Additionally, gain insight into progress
against milestones so you can pivot early
if projects go off track.

“We want to foster an
even greater collaborative
relationship between HR
and Procurement that acts
as a catalyst to help the
business get work done.”

Improve cross-functional collaboration
between Procurement, HR, IT and
the lines of business on workforce
strategies, sourcing, spend management,
governance and offboarding. Everyone
brings a different perspective to the table.

Lorem ipsum

Cynthia Moore
Sourcing Lead Consultant &
Procurement Solutions, Allstate
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Conclusion

Pacesetters lead the way
Approximately 11% of companies that responded to our survey have much more rigorous
approaches to managing and extracting value from their services providers. These
companies – we call them “Pacesetters” – are charting the way forward for others.
To identify this leader group, we analyzed executives’ responses in three areas – visibility into
services providers, effective management of services providers, and competitiveness in a digital
world. This methodology is consistent with last year’s research; however, we adjusted the criteria
to highlight competitiveness in the digital era, a focus of this year’s research.
Our segmentation was based on responses to the following four questions from the survey:

Visibility
1. How informed are you personally about the following details of services providers doing
work for your organization?
Pacesetters are “highly informed” (the most-advanced response on the five-point scale used in our
survey questionnaire) about at least four of the following aspects regarding their services providers:
1.
2.
3.
4.
5.
6.
7.

Responsibilities
Contract terms
Duration of work
Who is doing the work
Access to facilities
Access to systems and confidential information
Compliance with required licenses and certifications

Effective management
2. How challenging are the following aspects of managing your services providers?
Pacesetters find at least five of the following aspects easier to manage than other organizations do,
ranking them as “not a challenge,” “minimally challenging,” or “somewhat challenging.”
1.
2.
3.
4.
5.

Tracking resource and project quality/Inconsistencies in talent or project quality
Managing digital or cybersecurity/Managing physical security
Administrative issues
Compliance with local tax laws, labor laws, regulatory, and candidate privacy requirements/
Worker compliance issues
Unauthorized spend (i.e., spend without approval of Procurement)

Meet the Pacesetters
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Lorem ipsum

Effective management (continued)
6.
7.
8.

Lack of adequate technology to manage external labor
Ensuring non-employees or suppliers who do not perform well are not re-engaged
Finding high-quality resources at the right time and in the right place/Finding high-quality
resources at the right rate

A key point: even Pacesetters find several of these issues difficult to manage.

Competitiveness in a digital world
3. To what extent do you agree with the following statements about your organization’s
use of an external workforce?
Pacesetters “agree” or “strongly agree” that their external workforce helps them compete in a
digital world.
4. How important are the following kinds of external workers to meeting your current
business needs?
Pacesetters cite external workers with specialized new IT and digital skills (e.g., AI and machine
learning, data science, blockchain, automation, cloud, robotics, Internet of Things) as “important”
or “extremely important” to meeting their business needs today.

Respondent segmentation
Using the Pacesetter criteria, we segmented our survey respondents into four groups – Beginners,
Followers, Fast Followers and Pacesetters. Each group represents an increasing level of rigor in
managing services providers.

Beginners

Followers

Fast Followers

Pacesetters

246 Respondents | 23%

376 Respondents | 36%

309 Respondents | 29%

119 Respondents | 11%

Meet 1 or 0 of the 4
Pacesetter criteria

Meet 2 of the 4
Pacesetter criteria

Meet 3 of the 4
Pacesetter criteria

Meet all 4 criteria

It is important to note that even the Pacesetters have much to do to fully capture the value – and
mitigate the risks – of using services providers to get work done.
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About the research
Industry reach
Respondents represent a broad range of B2B and B2C
sectors: aerospace and defense, automotive suppliers,
automotive manufacturers, banking, capital markets,
chemicals, construction & engineering, consumer goods,
healthcare, high tech, industrial manufacturing, insurance,
life sciences, logistics, media & entertainment, oil & gas
downstream, oil & gas upstream, professional services,
public service, rail, retail, telecom, travel & transportation,
and utilities & waste.

SAP Fieldglass collaborated with Oxford Economics to
field and analyze responses from a survey of 1,050 senior
executives about their use and management of the
external workforce, with a focus on services providers.
Oxford Economics also conducted qualitative interviews
with executives in the field:
•

•
•

•
•
•

The Allstate Corporation: Cynthia Moore, Sourcing
Lead Consultant & Procurement Solutions, and Ron
Tate, Director of Indirect Procurement
Medtronic: Lisa Zak, Director of Strategic Sourcing
Novartis International: David Swift, Head of Global
Corporate Procurement, and Erika Thier, Category
Management for External Workforce Management
Royal Philips: Martin Thomas, Head of Total
Workforce Management
Swisscom: JP Stadelmann, Head of Purchasing for
the External Workforce
Telstra Corporation: Sasha Samac, Head of
Operations, Procurement and Supply Chain

Company size
A range of company sizes are represented in the survey
(figures indicate annual revenue):
•
10% $500 m−$1 bn
•
35% $1 bn−$5 bn
•
40% $5 bn−$20 bn
•
15% over $20 bn
We screened out respondents with fewer than
500 employees or fewer than 500 non-payroll workers.

Geographical reach
Respondents come from 21 countries in five regions:
•
Asia Pacific: Australia, Japan
•
Europe: Belgium, Denmark, Finland, France,
Germany, Italy, Luxembourg, Netherlands, Norway,
Spain, Sweden, United Kingdom
•
Middle East: Israel, Saudi Arabia, United Arab
Emirates
•
Latin America: Brazil, Mexico
•
North America: Canada, United States

Executive profile
Respondents are:
•
33% C-levels
•
34% Direct reports to the C-level
•
33% Directors
Functions represented are:
•
50% Procurement
•
25% HR
•
15% IT
•
5% Finance
•
5% Operations

About SAP Fieldglass
SAP Fieldglass, a longstanding leader in external talent management and services procurement, is used by
organizations around the world to find, engage and manage all types of flexible resources. Our cloud-based,
open platform has been deployed in more than 180 countries and helps companies transform how work gets
done, increase operational agility and accelerate business outcomes in the digital economy. Backed by the
resources of SAP, our customers benefit from a roadmap driven by a continuous investment in innovation.

About the research
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Continuing the story:
An ongoing research program
Our multi-year investigation of the evolving
workforce kicked off with last year’s report, External
Workforce Insights 2018: The Forces Reshaping
How Work Gets Done.

The report identified four key themes:
• The multi-channel workforce is on the rise:
Organizations are using a broad and growing range
of channels to engage the external workforce.
• It’s about the core: The external workforce is
essential to core operations.
• Cost is not the whole story: Cost is no longer the
primary driver for using an external workforce.
• Visibility is everything: Visibility is key to
managing the external workforce effectively and
maximizing its value.
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Continuing the story

www.fieldglass.com

https://www.wsj.com/articles/big-four-
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ii
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