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As markets emerge from the pandemic, workforce
flexibility becomes increasingly vital to drive the agility
and resilience your business needs to succeed. And
more than ever before, external workers are essential to
help you achieve it.
A look at data from both recent and past crises offers
valuable insight into consistent patterns and best practices, helping you set an informed and effective strategy
to manage non-payroll labor in 2021 and beyond.
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Thriving through Uncertainty
THE IMPORTANCE OF WORKFORCE FLEXIBILITY
We are living through a singular time. In the next
24 months, many companies will see their business grow or decline in unprecedented fashions.
No matter where your organization falls on this
spectrum, an effective external workforce strategy should be fundamental to your recovery
plans for 2021 and beyond.

During periods of disruption, fast access to flexible labor becomes more important than ever,
providing the agility you need to meet volatile
market demands. Yet you also face pressure to
keep costs low and help your company preserve
cash. Laying off temp workers might seem

smart if sales start to plummet, but could leave
your business scrambling when new demands
arise. As an HR or procurement professional,
how can you strike the right balance to ensure
both short- and long-term success?
While today’s turbulence may appear unprecedented, analysis of external workforce data
across both the present and previous crises reveals consistent patterns that can inform your
strategy. Examination of how the best companies in the world respond – and the tools and
tactics they use to optimize their approach –
sheds more light on how you can overcome
obstacles and chart a successful path forward.
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For example, in January of 2020, bicycle manufacturers would never have expected to see
massive year-over-year growth. Yet as shown in
Figures 1 and 2, the stock performance of market leaders as well as empty bike racks in retail
outlets told the same story, with interest in
exercise equipment soaring among consumers
working from home.

THE CURRENT MARKET IS CRAZY AND
UNPREDICTABLE
One of the unexpected impacts of the COVID-19
pandemic has been that normally predictable
businesses have experienced disruptions or
seen their demand and supply models change
radically and rapidly, in both positive and negative ways.

Figure 1: Giant Manufacturing is a global leader in bicycle sales.

Source: WSJ Markets, year-to-date view as of November 2020

Figure 2: Canyon Bicycles saw explosive growth in 2020.

Source: Bicycle Retailer and Industry News, 15 September 2020
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At the same time, many other industries have
been devastated by the pandemic. The hospitality industry offers one painful example: as

Figures 3 and 4 illustrate, a return to normal
functioning still seems nowhere in sight.

Figure 3: Forced cancellations of planned sailings have decimated profits across the cruise industry.

Source: Princess Cruise Lines website, 16 March 2021

Figure 4: US Bureau of Labor Statistics data shows that ~38% of leisure and hospitality employees
remain out of work, while hotel occupancy rates have dropped to historic lows.

Source: Infographic, “How Covid-19 Altered the Restaurant and Hospitality Industry,” Millennial Magazine, 24 February 2021
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Rapid change in either direction can tax the resources of even the most well-run organizations.
Meteoric growth may sound like a great challenge to have, but inability to quickly scale up
your workforce to meet surging demand could
create a damaging situation that angers customers and negatively impacts your brand.
Inability to rapidly and intelligently scale down
poses opposite, yet related problems, with
potentially catastrophic consequences to your
financial and market position.

While these issues exist in the short term, they
also expose companies not properly prepared
for long-term risks.
When considering an external workforce, speed
and flexibility, cost controls, and risk management are crucial to support success. As you plot
your recovery in the coming quarters, a clear
understanding of your total workforce is an
essential strategic resource.

“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
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Pandemic Impact on Labor
recurring waves of infections and renewed restrictions have slowed economic rebounds in
many areas. In the United States alone, millions
of workers continue to be affected by the pandemic. This can be seen in the 2020-21 data
(Figure 6), which shows that the overall employment level has dropped from ~158 million
workers to a new baseline of ~150 million.

IMMEDIATE AND PROJECTED OUTCOMES
The lockdowns and forced workplace closures
initiated to help stem COVID-19 transmission
drove massive job losses across the globe, as
shown in Figure 5.

Though projections for continued job loss and
recovery vary widely by country and industry,

Figure 5: World Economic Forum 2020 job loss data

Working-hour loss estimates for the first three quarters and
projections for the fourth quarter of 2020, world (percentage)

This World Economic Forum graph shows that working hour losses equivalent to 245 million full-time equivalent (FTE) jobs
were expected for Q4 2020, up from the previous estimate of 140 million FTE jobs. Compared with the same period in 2019,
labor income globally dropped by 10.7%, or $3.5 trillion, in the first three quarters of 2020.
Source: “What You Need to Know about Jobs and COVID-19 in 5 Charts,” World Economic Forum, 15 October 2020
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Figure 6: Monthly employment level of the United States from February 2020 to February 2021
(in millions, seasonally adjusted)

Source: Statista.com, February 2021

However, the nascent availability of vaccines offers new cause for optimism. Thinking about the
US macroeconomic recovery, one might expect
that the return to 2019 overall employment levels will follow a trajectory similar to the one after
the 2008 financial crisis (Figure 7). If that model

repeats, the return to full employment could
take years, based on data showing the almost
five-year period previously required. And the
much deeper nadir of unemployment in 2020
seems likely to extend the time needed for
recovery even more.

Figure 7: Seasonal US employment levels from 2000 to 2020

Source: US Bureau of Labor Statistics
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External Workforce Trends Over Time
EXAMINING DATA SINCE THE FINANCIAL CRISIS
Regardless of the shape recovery takes in the
coming months, one thing is clear: non-payroll
workers will play a critical role in moving it forward. Global data shows that temporary labor
forms a valuable central component of the overall workforce across periods of economic growth

and downturn. For example, during the five
growth years preceding the pandemic, the
United States and European Union saw temporary labor maintain a steady or increasing share
in the workforce, with outsourced staff remaining a stable percentage of both markets
(Figure 8 and Figure 9).

Figure 8: US Temporary Help Services Remain Steady Over Time

Source: US Bureau of Labor Statistics

Figure 9: EU Temporary Employees Remain Steady Over Time

Source: Eurostat
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organizations hiring external workers. By looking
at a broad sample of customers, we can see how
companies reacted to the challenges in 2008-09
and then again in 2020, yielding interesting insights that can help illuminate what to expect on
the road ahead.

Numbers from darker economic periods paint a
similar picture. While the 2008 financial crisis
occurred more than a decade ago, its effects
were felt on a worldwide basis, leading to the
Great Recession and a severely depressed labor
market with the loss of many permanent jobs.
Yet demand for external workers stayed relatively consistent.

The following analysis uses US data, but the
same patterns appear in analyses of other countries and regions.

Due to its longevity in the marketplace, SAP
Fieldglass has robust data on the activities of

Figure 10: SAP Fieldglass US job postings for external workers in 2008-2009 and 2020

Source: SAP Fieldglass

In both crises, companies cut their external
workforce job postings to address the initial disruptions in their businesses (Figure 10). They
then pivoted towards recovery and began hiring
external workers in huge numbers. Across the
board, we saw companies pause, but not stop,

their external workforce hiring – indeed, they
used it as a way to scale up after disruption.
The hiring accelerates in the quarters after the
disruption as these companies retool for their
new strategies.
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Comparing 2020 to the previous five years as
shown in Figures 11 and 12, we see that companies slowed external hiring in the late spring and
accelerated it in the late summer. Given there is
a traditional seasonal dip in hiring of non-payroll

labor in the spring, the 2020 dip was slightly
larger and lasted a little later into the year.
The data returned (generally) to the seasonal
pattern starting in June.

Figure 11: US external workforce hiring in 2015-2019
(data is indexed to reflect average hiring across all five years)

Values above 1 on the y axis represent an increase in hiring, and those below 1 represent a decrease.
Source: SAP Fieldglass

Figure 12: US external workforce hiring in 2020
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It’s important to note that even in the midst of
massive layoffs throughout the country during
2020, companies were still creating job postings
for external workers. The strategies of these organizations almost immediately reverted to the

same seasonal trend seen over the previous five
years. Additional analysis shows an almost identical pattern across individual industries we
track, including banking, insurance, professional
services, consumer products, and more.

Even in the midst of massive layoffs during 2020,
companies were still creating job postings for
external workers. The strategies of these organizations almost immediately reverted to the same
seasonal trend seen over the previous five years.
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A Vital Resource: How Companies View and
Use the External Workforce
Economics in conjunction with SAP Fieldglass
supports this conclusion, with 74% of executives
surveyed saying that the external workforce is
essential to help them operate at full capacity
and meet market demands, 67% to improve customer satisfaction, and 66% to manage costs,
as well as enabling them to achieve other key
goals (Figure 13).

When we look at a select group of SAP
Fieldglass customers across both crises, we
see that the external workforce is a strategic
asset for these companies, as evidenced by the
steady-state percentage of external workers
they maintain. This indicates that it is more
important for them to have the right person
doing the work than to cut costs by eliminating
contractors. Research conducted by Oxford

Figure 13: Importance of the external workforce in meeting business goals
(“Important” and “Extremely important” responses)

Source: Contingent Workforce Insights 2019: Expertise in Full Force

And we can look at longitudinal data to see that
companies tend to increase their non-payroll
workforces over time, further underscoring the
value and flexibility this resource provides for
their business.
For some organizations, this translates into tens
of thousands of non-employees executing on behalf of the enterprise in any given year. As in the
case of a transportation industry customer, the

average weekly external workforce population
may comprise 40% or more of the organization’s FTE count and represent billions of dollars
in annual costs. For instance, large banks often
spend 3% to 6% of top-line revenue on external
labor. For other organizations, the impact may
be even more pronounced. One telecommunications customer has spent over 12.5% of its annual revenue on services from people working
with the organization, but not for it.
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How does this affect companies thinking about
their external workforce in the next few years?
Based on historic performance, we can forecast
that non-payroll hiring coming out of the pandemic will rise approximately 7% by the middle
of 2022 (Figure 14), which would represent a sig-

nificant expansion of contractors and freelance
workers as part of the recovery. This projection
aligns with a recent McKinsey survey, in which
the vast majority of executives said they plan to
hire freelancers and onsite workers at or above
precrisis levels (Figure 15).

Figure 14: Forecast of external workforce hiring based on 2015-2020 trends

Source: SAP Fieldglass

Figure 15: Demand for on-site freelancers and temporary workers will likely rise over the next two
years compared with levels prior to the COVID-19 crisis.

Source: McKinsey Global Business Executive Survey, July 2020
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What This Means for Your Strategy in 2021
and Beyond
How can you achieve similar results? When it
comes to visibility, best-in-class companies can
quickly and easily answer the following questions about their external workers:

With external workers becoming increasingly
essential to agility and success, the question
isn’t if, but how to use this resource as you plan
for your future – and what strategy will work
best for deploying external labor as part of your
recovery. The factors that determine this will be
heavily determined by your size, industry, locations, and a host of other factors.
There are also universal truths to consider. Research demonstrates that comprehensive visibility, collaboration, and control across all aspects of your external workforce are crucial to
optimize outcomes; companies scoring high in
these areas gain significantly greater value from
their non-payroll spend. For example, they realize much better performance and experience far
fewer problems such as security breaches, overcharges/duplicate payments, unauthorized
spend, compliance issues, and rate deviations.1

1. Who is in your facilities?
2. What materials are at their disposal?
3. When will their contract begin/expire?
4. What work are they required to complete?
5. How much are they paid?
6. Are they doing a good job?
The way you track this information matters just
as much, since finding answers grows more difficult as you move from question 1 to question 6
(Figure 16). For instance, you may be able to
monitor which non-payroll laborers are in your
facilities based on ID badge scans, and you could
potentially identify the materials at their disposal based on where they’re working. Contracts

Figure 16: Business value gained from external workers grows exponentially as visibility into their
activities and performance increases.

1.

Contingent Workforce Insights 2019: Expertise in Full Force
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might be stored with a hiring manager, who also
might know what workers are doing. Finance
should be able to see how much they get paid
based on the invoices submitted.
However, scattering this information across a
half dozen or more systems means there is no
cohesive way to effectively manage overall results. And like the blind men with the elephant,
each area of the business can only see one piece
of the whole – creating fragmented awareness
that increases errors in judgment, limits crossfunctional collaboration, and prevents fast action based on complete and accurate data. This
means that HR cannot reasonably know which
workers are doing good work and evaluate worker pay against the market. Procurement leaders
cannot manage spending against contracts. And
no one can holistically view the external workforce to make informed, strategic decisions.

IMPLICATIONS FOR RESILIENCE
AND RECOVERY
As you formulate plans for 2021 and the years
ahead, consider what you do and don’t know
about your total labor force. Just as human capital management solutions offer extensive insight
into your full-time employees – for example,
helping you predict average payroll in the coming years based on typical salary increases, and
providing visibility into employees’ goals, job requirements, training plans, and performance –
the ability to capture and analyze this information for your non-payroll workers through a single, centralized system will be incredibly
valuable to optimize your overall workforce
strategy. From there, you can quickly recruit the
right talent to meet your needs.

“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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KEY QUESTIONS TO ASK AN EXTERNAL
WORKFORCE SOLUTION PROVIDER
While some providers use slick sales demos to
make these processes look simple, managing
the external workforce is complex. To find the
best solution for your business – one that delivers the features, flexibility, and control you need
to drive resilience and success in the coming
months – be sure to ask these crucial questions:

1. How configurable is the system, and how
hard is it to maintain those configurations?
To realize the full benefit of a tool, you need
the ability to customize virtually everything.
Many providers cannot easily support this, or
will point you to a strategic integrator to make
it happen. Understanding how configuration
works as well as how changes will be managed is important. A self-service solution for
adjustments to workflows, templates, approvals, user roles and permissions, and other parameters will be ideal.
2. How robust are the system’s analytics and
benchmarking? The ability to understand
market data such as pay rates by roles, industry, and company size will ensure you’re paying contractors an appropriate wage. Access

to advanced analytics through real-time, drilldown dashboards for trend and operational
analysis will also be critical.
3. What types of global coverage and risk management capabilities does the solution offer?
At a minimum, providers should be able to
deliver the following:
– Availability in many countries and languages
– Adaptability to tenure rules in local markets
– Ability to apply tax rules by location and
work activity
– Ability to enforce dynamic rates for external
labor based on activity and time worked
4. Can the provider help you solve today’s
needs as well as tomorrow’s challenges? For
example, as your business grows and expands,
you shouldn’t have to worry about the complexities of multichannel talent sourcing, direct
sourcing, and skills matching across internal
talent pools. You also need a partner who supports a large and diverse digital partner network – and can easily connect with ERP, financial, HR, and all other major enterprise
systems through tangible, productized
integrations.

LEARN MORE
SAP Fieldglass offers a wide range of industry-leading
external workforce management and services procurement
solutions designed to help you quickly and efficiently find,
engage, and manage non-payroll labor in ways that can
optimize your strategic recovery and success.

For additional information, visit www.fieldglass.com.
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