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Introduction
Despite the growing share of large companies’ labor 
spend on non-employee workers, we find that most 
companies lack a consistent approach on engaging 
the different categories of these workers (e.g., temps, 
contractors, service providers, consultants, etc.). 
Without clearly defined categories and a clear 
understanding of their options and tradeoffs, the 
extended (meaning non-employee) workforce 
becomes a tangle of individuals, roles, and vendor 
companies; and executives and business managers 
cannot answer important questions like:

1. Should I use a consulting company under a 
Statement of Work (SOW) contract or use a 
staffing company in this situation? 

2. When is paying by a Time & Materials contract the 
right option?

3. Is this engagement best structured as an ongoing 
service contract or as a deliverable-based 
contract? 

In this article, we present some thoughts on the best 
way to answer these questions. We classify 
engagements into four distinct categories, explain 
when to use each, and identify key operating 
principles to apply when using each category. We 
have the benefit of drawing on decades of work with 
companies and new Brightfield data and tools that 
allow us to optimize across all categories of non-

employee workers, including an ability to analyze 
thousands of a company’s SOW contracts to identify 
millions of dollars in potential savings.

Recommendations
1. Create consistent naming for the key categories of 

non-employee workers used across your 
company. Your company could use the four 
category names proposed in this article or others 
that best suit your company. 

2. Using the frameworks in this article, create (or 
revise) and arm business managers with clear 
decision trees to decide which category of non-
employee workers to engage in which situations. 

3. Check that your company’s contract templates 
include the essential and recommended clauses 
listed in Figure 7. 

4. Ask Brightfield to benchmark the bill rates your 
company is paying non-employee workers by role 
and location, to identify specific areas of over- and 
under-spending. 

5. Ask Brightfield to analyze your company’s 
Statement of Work (SOW) contracts to, among 
other things: 
! Identify cost-savings opportunities
! Identify where managers may be engineering 

around your company’s policies

When Should We Use Staffing,
a Statement of Work, or Something Else?
Choosing the right channel and contract structures
for non-employee workers
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Four Typical Categories 
of Non-Employee 
Worker Engagements 

While companies use many different terms for 
different parts of their non-employee workforce, we 
find it most useful to consider four broad categories:
1. Staffing: paying for time worked (generally to a 

Managed Service Provider or a staffing firm)
2. Time & Materials: paying for time worked plus 

workers’ expenses (generally to a consulting or 
services firm)

3. Services: paying for agreed capacity or services
4. Projects: paying for specific deliverables or 

milestones

Unfortunately, most large companies do not make 
consistent nor optimal decisions about which of these 
four categories to use in which specific situations.  
Particularly problematic are categories 2-4 on this list 
(the non-Staffing categories), which tend to be:

• Large: typically two to five times the spend 
volume of the Staffing category

• Decentralized: many companies lack 
centralized governance and policy, or buyers 
do not reliably follow the company’s policies 
and practices 

• Low Visibility: often there are no centralized 
information systems tracking all agreements’ 
details

• Higher Cost: bill rates and costs are usually 
significantly higher than the Staffing category 
for the same roles/workers

Brightfield helps companies optimize across all four 
categories of non-employee worker engagements.  In 
looking at a company’s use of Staffing, Brightfield can 
pinpoint where the company is paying more than 
market rates for specific roles and locations and also
identify other substantial cost savings and quality 

improvement opportunities.  In looking at non-Staffing 
categories, Brightfield uses its proprietary AI and 
advisory capabilities to scan and analyze a company’s 
SOWs to typically identify 20% to 50% in potential cost 
savings opportunities.

In the process, we help companies improve and 
implement policies that rationalize the use of each of 
the four specific categories of non-employee worker 
engagement, linking the categories to their best-use 
situation.

The Framework of Resources, 
Results, and Risk 

Three concepts are central to the different categories 
of engagement with non-employee workers: 
Resources, Results, and Risk. In the context of hiring a 
supplier or individuals to deliver a project or service, 
we can define these concepts as follows:

• Resources
The individuals that perform the work

• Results
The desired outcomes of the Resources’ work

• Risk
The extent to which a party is financially 
responsible for the Results 

It is important to review how these three relate before 
addressing tactics. As a general principle, Risk shifts 
from the buyer to the seller as a purchase moves 
toward Results and away from Resources 
(see Figure 1).

Buyer’s 
Risk

Seller’s 
Risk

Resources Results

Figure 1
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A simple example of a Results Purchase would be a 
fully commission-based outsourced sales 
arrangement in which a company pays a vendor a 
portion of all sales revenue generated by the vendor. 
The buyer in this case takes on no financial risk; it only 
pays for results as agreed.  The two categories of 
Services and Projects (from our list of four categories) 
are both generally results purchases.

On the other side of the spectrum, a company could 
hire a team of salespeople as permanent or temporary 
workers with no commission compensation, just 
wages. This would be a Resource Purchase, in which 
the company commits to pay only for workers’ time 
and work. The two categories of Staffing and Time & 
Materials are both generally resource purchases.

From a buyer’s perspective, a results-based purchase 
with lower financial risk sounds appealing. But many 
engagements are not sufficiently bounded or defined 
for the buyer and supplier to agree to a price, 
timeframe, and result. In practice, SOWs often follow a 
dominant model of either Resource Purchase or 
Results Purchase, but also include clauses to mitigate 
the risk on either side. For example:

• A Time & Materials contract (a resource-based 
purchase) that stipulates work product is reviewed 
and approved before payment (an added results-
based clause)

• A milestone-driven contract (a results-based 
purchase) that limits client support hours or scope 
changes (an added resource-related clause) to 
their best-use situation.

Two Essential Questions 
When Deciding Between 
the Four Categories

When choosing between the four categories of 
engagement for a specific situation, there are two 
essential questions that need to be asked :

• Question 1: How will we measure success?
• Question 2: Who is the expert?

Question 1: How will we measure success?
There are several variations of this question that aim to 
define the purpose behind the purchase:
• Why are we buying this? 
• Six months from now, how will we know if we have 

been successful? 
• What specific business results will follow, and how 

can we measure/quantify those results?

Companies look to non-employee alternatives to 
achieve specific goals. The goals may be related to a 
certain initiative - such as launching a product or 
integrating a new acquisition - or they may be 
operational - such as increasing helpdesk capacity or 
improving information security. Every goal should 
have one or more specific and agreed-upon metrics 
that measure progress against that goal. 
See Figure 2 for some examples..

Figure 2

Goal Potential Metric to Measure Progress

Improve Helpdesk Increase average customer satisfaction scores to above 9.0

Accelerate Product Development Move rollout of next module up by 2 quarters

Support Specific Client Contract
Reduce project role vacancies to <5%
Increase client billing to >95% of the allowable maximum

Run the Software QA Function Reduce operational staff by XX

Conduct Audit Produce report by DD/MM to present at board meeting in QX

Create New Growth Strategy
Deliver options & projected revenue scenarios to Executive Committee 
by DD/MM

Clear and quantitative measures of success are invaluable in structuring an agreement for maximum value. If 
business leaders cannot agree on the purchase’s goal or associated metrics, ambiguity will result in waste and 
confusion.  And it turns out that the type of metric-operational or initiative/deliverable-based-is an important signal 
to the best-fit category of engagement.
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Question 2: Who is the expert?
Are you buying muscle or brains? This question is an 
over-simplification, but it points to the important 
distinction between an engagement intended to 
execute a known function or activity versus to fill a 
need for seasoned or specialized perspective to solve 
a problem.  Putting the question another way: who is 
the expert?

If a company brings in additional software coders to 
support a new release of its flagship software product, 
the buyer is the expert. Though the developers are 
highly skilled in their craft, they will rely on company 
managers to direct their work. When the same 
company hires a supplier for building maintenance or 
accounting audits, they are likely to rely on the seller’s 
expertise.

Many engagements require different types of 
expertise and collaboration between the buyer and 
the seller. In these cases, it is helpful to map out the 
respective areas of expertise. An example for a 
company hiring help for a website redesign might look 
like Figure 3.

A conversation between a buyer and seller to build 
and review an Expertise Map like this will clarify scope 
and align expectations.  It may take effort to define 
success and establish where expertise lies, especially 
where multiple stakeholders are involved, but internal 
clarity on these issues leads to good communication 
with suppliers and clear agreements that better serve 
both buyer and seller.  More importantly, the response 
to “Who is the expert?” is another important 
determinant of the best-fit category of engagement.

Mapping the Two Questions 
to the Best Way to Engage

Understanding how success should be measured and 
who holds the primary expertise leads to the best 
choice for engagement category for a specific 
situation. Figure 4 shows how the answers to the two 
essential questions map to the four engagement 
categories.

The Staffing and Time & Materials categories are 
resource purchases, in which the buying company 
generally assumes all the financial risk and holds the 
expertise. Staffing engagements are usually set up 
through a managed program with suppliers that 
explicitly specialize in providing temporary workers for 
specific client engagements. Time & Materials 
agreements are more commonly used with service or 
consulting companies that have long-term 
employees, and generally have higher labor rates. 

Engagements in the Services and Projects categories 
are results-based purchases, in which both expertise 
and risk shift to the seller. Services engagements are 
also called outsourcing or fixed-capacity agreements. 
The buyer does not pay directly for the company’s 
labor but pays for a service delivered at a defined 
capacity and quality. Project engagements are finite; 
they end with delivery of a work product. Please see 
Figure 5 for more detailed definitions of each of the 
four categories of engagements.

Figure 3 – Illustrative Expertise Map 
for a Website Redesign Project

Seller’s Expertise Buyer’s Expertise 

Website optimization

Technical objectives

Search engine 
optimization (SEO)

Technical application 

Buyer’s company 

Business goals

Website content

Website look & feel 

Staffing
Time and 
Materials

Services Projects

Figure 4 – Optimal Engagement Categories 
by Success Measure and Expertise 

Buyer is 
the Expert

Seller is 
the Expert

Success measured 
by ongoing 

operational metrics

Success measured 
by specific initiative 

or deliverable
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Figure 5 – Engagement Categories Defined

Category
Purchase 
Type

Payment Terms Buying Common Examples

1. Staffing Resources

For time worked
Generally Monthly
To staffing firm or to managed 
services provider (MSP)

Capacity to extend staff 
or perform an activity

Extending IT Team
Seasonal Capacity

2. Time & 
Materials

Resources
For time and expenses
Monthly (or per SOW terms)
To consulting or services firm

Domain expertise; skilled 
resources for specific task

Strategic Consulting
Key Client Support

3. Services Results
For agreed capacity or services
Monthly or Quarterly
To consulting or services firm

Capacity for a well-
defined, ongoing function

Facilities Maintenance
Helpdesk Support

4. Projects Results
For completed milestones
Upon Completion
To consulting or services firm

Specific products and 
purchases

System Development
Content Creation

There are pros and cons to the different categories that have varying relevance for specific types of purchases 
(see Figure 6).

Figure 6 – Buyer’s Benefits and Drawbacks for Each Engagement Category 

Category

Buyer 
Financial 
Risk for 
Results 

Common Benefits Common Drawbacks Best Application 

1. Staffing Higher Highly flexible
Workers require hands-on 
direction

Operational functions that are 
not core competencies

2. Time & 
Materials

Higher
Easy, fast to get started
Accommodates shifts in 
scope

High Overhead
Scope Creep
No incentive for efficiency

Short engagements with niche 
experts; high-visibility strategic 
projects with top-tier firms

3. Services Medium 
Predictable payment 
schedule

Requires clear Service 
Level Agreements (SLAs)
May not scale well with 
growth

Mature functions that require 
specific expertise or 
technology 

4. Projects Lower
Pay on deliverables or 
results

Less flexible
More work up front to 
define milestones

Initiatives with well-defined 
beginning, middle, and end
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Figure 7 – Key Contract Clauses by Category of Engagement

Contract Clause Staffing Time & Materials Services Projects

Project Goals/Background Recommended Recommended Recommended

Detailed Scope Essential Essential Essential

Excluded from Scope Essential Recommended

Not to Exceed Essential

Deliverable Descriptions Essential

Acceptance Criteria Essential

Detailed Services Recommended Essential

Standard Roles/Titles Essential Recommended

Rate Cards Essential Recommended

Service Level Agreements Essential

Renewal Review Recommended Recommended

Key Components of Extended 
Workforce Agreements

Certain organizational practices and contract 
provisions improve success in managing the extended 
(meaning non-employee) workforce. This section is 
not intended to be a comprehensive checklist but is 
intended to identify some of the most important 

contract clauses that Brightfield sees with its clients. 
Of course, the appropriate involvement from the 
company’s legal, procurement, and finance disciplines 
is essential, in addition to consulting with the relevant 
business line managers. 

The following table (Figure 7) identifies essential and 
recommended clauses or practices for each extended 
workforce category.

An explanation of the context behind the project, ideally including a statement of the problem or 
issue to be addressed, and the buyer’s goals and success metrics.

A description of the services or products to be delivered through the contract, often including work 
phases, modules, timelines, features, etc. 

List or description of adjacent or related activities that will not be conducted as part of the contract.

A dollar value that is the cap over a period (usually monthly) or for the entire project.

Detailed descriptions of deliverables that include key milestones, sub-tasks, specific functionality, 
features, timeframes, formats, etc.

List and explanations of all services provided, including responsibilities, audience or users, role 
descriptions, skills required, etc.

Specific performance measures written into the agreement as minimum acceptable standards. 
Meaningful SLAs are simple to track and include reporting timeframes and penalties for the 
supplier’s failure to meet the service levels.

Consistent application of a limited and appropriate library of roles to monitor relative effort in 
different areas, identify optimal suppliers and labor sources, and compare rates.

Creation and use of approved market-based rate ranges for specific roles, expertise levels, and 
locations. Specify the frequency and process for rate card review and adjustment and process for 
adding new roles.

Defined specifications or metrics of required results or output to be approved before supplier can 
invoice buyer. 

Requiring affirmative review of performance and statement of scope before approving extensions, 
renewals, or additional funding of any kind (i.e., no auto-renewal). 

Project Goals/Background

Detailed Scope 

Exclusions from 

Not to Exceed 

Deliverable Descriptions 

Detailed 

Service Level Agreements (SLAs) 

Standard Roles/Titles 

Rate Card Application 

Acceptance Criteria 

Renewal Review 

Definitions of the Contract Clauses in Figure 7
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Using TDX’s automated document review, Brightfield 
analyzes large quantities of contract documents to 
inventory many of the terms above and assess the 
overall health of our clients’ services procurement 
programs.  In addition, our location- and role-specific 
market data allow us to optimize role descriptions and 
rate cards. 

Unintended Consequences of 
Specific Policies

There is no perfect policy and no company that 
achieves 100% adoption of best practices. It is wise to 
plan for exceptions, resistance, and circumvention 
from suppliers and internal users alike. Repeated 
communication of policies and the business reasons 
behind those policies can improve compliance. Even 
so, evasions and misuses may arise (see Figure 8).

Figure 8 – Common Policies’ Intended Results and Unintended Consequences

Policy Requirement Intended Results Unintended Consequences

Limiting the number of workers that can be 
engaged through the company’s staffing 
program to a specific headcount

Balanced workforce across 
employee and non-
employee workers

Resource misclassification, also 
known as Hide-a-Temp or 
Staffing via SOW, in which 
workers are shift from staffing to 
SOWs at higher costs and with 
little risk reduction 

Limiting tenure on staffing
Reduce risk of co-
employment claims

Requiring the involvement of the 
Procurement/Sourcing team for any 
purchases over a specific threshold amount

Stronger process, more 
competition

Engagements broken into smaller 
amounts under review threshold

SOW templates including mandatory SLA 
language

Better service and 
enforceable SOWs

Blank SLA templates; little or no 
monitoring

Mandatory acceptance criteria
Meaningful review of work 
product

Stock language that “Client will 
approve work product”

Requiring SOWs to be milestone- or 
deliverable-based

Payment based on results, 
not time

Milestones that are calendar 
months and payments based on 
expected hours worked 

These street-smart workarounds of well-intentioned 
policy underscore the need for continued and 
increasing partnership between business leaders and 
the sourcing/procurement department(s). Brightfield’s 
machine-learning analytical tools scan thousands of a 
company’s contracts to spot where this behavior is 
occurring and the potential cost-savings available for 
fixing the behavior.  




