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The SIG Webinar will begin shortly.

Once the webinar begins, the sound will come from your
computer

speakers.

In the meantime, please take a look at the upcoming SIG
networking events listed on the right side of your screen

and plan to join us if you are in one of

these cities this fall.

For more information and to register for all SIG events:

www.sig.org

NETWORKING EVENTS

GLOBAL SUMMITS

Oct 18-20 – Carlsbad, CA

SYMPOSIUMS

Sep 13 – SF Bay Area, CA

Sep 29 – New York, NY

Oct 4 – Toronto, CAN

Nov 9 – London, UK

REGIONAL ROUNDTABLES

Sep 27 – Cincinnati, OH

Nov 3 – Pittsburgh, PA


	
Networking and sharing thought leadership are part of SIG
membership

Global Summits – attend two large events with 50+ breakouts, 5-8
keynotes and unlimited networking opportunities

Global events in North America, EMEA, APAC – attend
SIGnature

events, GBS Roadmap series, Challenge awards

Weekly Webinars and Monthly Town Hall Teleconferences –access
virtual thought leadership

Peer2Peer Resource – ask top-of-mind questions for instant
responses

SIG Resource Center – access 4,000+ presentations, research,
whitepapers, tools, templates and more

Career Network – post and find jobs or internships

Student Talent Outreach – meet students interested in a career
in supply chain, sourcing or services

bit.ly/SIGLinkedIn

@SIGinsights

bit.ly/SIGfacebook

bit.ly/SIGYouTube

Stay connected with other SIG members through various social
media channels

bit.ly/SIGBlog


	
SIG Global Summits are semi-annual events with 350-400
decision-makers in attendance

Global Summits

• 3-days of networking in a non-commercial

environment

• 5 keynote sessions

• Global brands

• CPO Roundtables

• Over 50 breakout sessions

• Hundreds of industry thought leaders with a

buy-side ratio of 70:30

Carlsbad, CAOctober 18-20, 2016

67% of delegates are director level or above, of which 43%
are

VP/C-level

Recent speakers include:


http://www.google.com/imgres?imgurl=http://www.skynet.ie/~tyrion/pro/pres/09_zip/microsoft-logo.jpg&imgrefurl=http://www.skynet.ie/~tyrion/pro/pres/09_zip/&usg=__lxp5mveq4AmpiJwQ2odMNFFXK8E=&h=686&w=2846&sz=80&hl=en&start=1&itbs=1&tbnid=qXPGv2e2QgNLeM:&tbnh=36&tbnw=150&prev=/images?q=microsoft+logo&hl=en&gbv=2&tbs=isch:1


	
We are bringing SIG to you…all over the globe

GLOBAL EVENTS

GLOBAL SYMPOSIUMS

Oct 4 – Toronto, Canada

Nov 9 – London, England

GBS ROADMAP SERIES

Oct 4-5 – Zurich, Switzerland

Nov 15-16 – Copenhagen, Denmark

CHALLENGE THE FUTURE AWARDS PROGRAM

Feb 2-3 – London, England


	
For more information go to: www.siguniversity.org

Online learning environment with multiple eLearning options:
Virtual Classroom, Self-Paced and Custom Solutions

Sourcing and Governance certifications with Professional and
Executive level courses

Modules with lessons, formative assessments, summative testing
and final proctored exam

Certification good for 5 years

Early enrollment options that can save you up to 25%

Certified Sourcing Professional starting September 19, 2016!

Certified Governance Professional starting October 24, 2016!


	
Allegis Global Solutions presents:

How to Show Value and Get

Cost Savings from your MSP

in an Inflationary Labor Market

August 4, 2016

A Culture for Talent


	
Who am I?

A Culture for Talent

Former Bureau of Labor Statistics economist

who came to the staffing industry 16 years ago

Oversee the rate card development and

consultation side of Allegis Global Solutions

as well as labor market analysis globally

Published articles (now on LinkedIn!):

How can you measure hard and soft savings in an MSP?

Why data analytics are key to understanding what’s influencing
your workforce

How can you measure cost savings in an MSP

The workforce analytics questions you need to ask yourself

Striking the balance between the labor market and customer needs
and goals

The challenges and goals of maximizing the use of contingent
workers

Pay rate visibility is unnecessary

5 reasons why an MSP is your best consultative partner


	
Why are we talking about this?

A Culture for Talent

1

2

3

How do I make a business case to my executives to show the value
of an MSP?

Show me the cost savings in your rate card so that I can
convince leadership

that an MSP is the right decision for us.

What is the value of an MSP if I’m not directly driving down my
bill rates?


	
What you will learn?

Why the current economic conditions make

rate declines unrealistic

Practical direct ways of showing cost savings

Approaches to better show actual dollar savings from

indirect savings techniques

How you can begin the process of setting

up scorecards around savings

A Culture for Talent


	
Agenda

Current Economic Conditions and Evolution Since the Recovery

(maybe this is all you even need to know)

A Culture for Talent

Direct cost related savings not related to the rate card
Aversion behaviors and reigning them in

Pre-ID workers and rate negotiation savings

Economic (inflation avoidance)

Indirect process related savings Pre-screening / omission of
candidates

Time-to-fill

Deference of client resources

What you need to do: current or future MSP users


	
The improving economy and

impact on rates


	
Unemployment: Consistent Downward Trend

A Culture for Talent
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Although unemployment dropped steadily in mid-2015, it has held
fairly stagnant since then around 5%. However,

this is despite a sharp increase in the labor force indicating
that the US economy is doing a great job of hiring.
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A Culture for Talent

Labor Tightness is Present but can vary

Month to Month

- Reuters, April 21, 2016

“The number of Americans filing for unemployment benefits
unexpectedly fell

last week, hitting its lowest level since 1973, suggesting an
apparent

sharp slowdown in economic growth in the first quarter could be
temporary.”

- CNN Money, July 25, 2016

“Now, there's barely more than one job seeker for every job
opening. Keeping

good employees around is harder, and businesses from Silicon
Valley tech

hubs down to coffee shops are increasing pay to attract and
retain workers.”


	
There should be upward wage pressure,

but are we seeing it?

A Culture for Talent

There is an 81% correlation between the unemployment rate and
wage growth. The trigger rate

historically seems be around 5.3%.
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Wage Growth for Full-Time Job Holders 1Q16

A Culture for Talent

INDUSTRY YoY % Increase

All: 4.6%

Information: 6.4%

Leisure and hospitality: 5.7%

Finance and real estate: 5.3%

Professional and business services: 5.0%

Manufacturing: 4.7%

Construction: 5.1%

Trade, transportation and utilities: 4.3%

Education and health services: 4.1%

Natural resources and mining: 0.6%

SOURCE: ADP Workforce Vitality Report


	
KEY Unemployment Rates

A Culture for Talent

While not at all surprising to see high end skill sets with 3%
or below unemployment rates, it is very surprising to

see unskilled labor now falling below 5%.

Low High Current OTY Change

Admin/Clerical 3.4 9.4 4.0 -0.4

Business and Financial 1.7 6.8 3.1 0.1

Engineering 1.0 9.6 3.0 1.3

IT 1.4 6.5 2.2 -0.3

Management 1.4 5.7 2.2 0.0

Production 4.7 16.3 4.9 -0.2

Sales 4.0 10.2 4.9 -0.7


	
A Culture for Talent

Unemployment Rates by Education

Overall 4.9

Less than high school 7.5

High school only 5.0

Some college or Assoc Deg 4.2

Bachelors Degree 2.5

68.3% of 2014 high school grads enrolled in college

Statistics tell us about 2/3 will actually get their degree


	
But aren’t they just “discouraged”?

Of the 93.3M people not in the labor

force…93% “Do not want a job now”

Of the 6.1M that say they “Do want a

job”…57% say they did not look for work in the past

year

Of the 2.6M that did search for work …19% said they were
discouraged over job

prospects

So 0.5% of people not in the labor force were

discouraged and there are 25% less of them this year

versus last year.A Culture for Talent


	
Did you know?

A Culture for Talent

Roughly 10K baby boomers

are retiring every day.

SOURCE: Social Security Administration

For the first time in recorded history, more men aged 25-34 live
with

their parents rather than a spouse.


http://www.pewresearch.org/fact-tank/2016/06/08/increase-in-living-with-parents-driven-by-those-ages-25-34-non-college-grads/


http://www.pewresearch.org/fact-tank/2016/06/08/increase-in-living-with-parents-driven-by-those-ages-25-34-non-college-grads/


	
How MSPs can find direct cost

related savings and value not

related to the rate card


	
Rate Benchmarking

A Culture for Talent

For this section, we are going to make one critical
assumption:

Note: Not necessarily provide you lower rates than you have,
but

accurate market rates

Your MSP should possess accurate rate benchmarks for your
various markets.


	
Control or reverse aversion behaviors

A Culture for Talent

1

2

3 Show ability to guard against inflation

Successfully negotiate Pre-ID worker rates

With reliable market rates you can…


	
A Culture for Talent

Economic improvement leads to “aversion behaviors”

Controlling Aversion

Why? Because companies either do not adjust

rates higher on a regular basis, or actually

try to drive pricing down in an up market.

Aversion behaviors are suboptimal ways of dealing

with compressed pricing


	
Types of Aversion Behaviors

A Culture for Talent

Rate Creep

“Creep” – Jobs that were

previously filled at lower levels,

now being filled at levels higher

than needed.

To measure the impact requires

a sophisticated Program Office

team and excellent reporting

capabilities.


	
Types of Aversion Behaviors

A Culture for Talent

Reversing Rate Creep (and increasing rates)

Template # Rate Sum

Call Center level 1: 11 15.00 165

Call Center level 2: 9 18.00 162

Call Center level 3: 3 21.00 63

23 390

Template # Rate Sum

Call Center level 1: 18 15.50 279

Call Center level 2: 3 18.50 56

Call Center level 3: 1 21.50 22

22 357

The best way to measure Creep is through a weighted average. The
sum columns are

the rates multiplied by the # of hires. Add that number and the
number of hires and then

divide the totals.

Prior Year Current Year

16.95 – 16.22 * (hours worked) = Total Savings


	
Types of Aversion Behaviors

A Culture for Talent

Template Hi-Jacking

“Hi-Jacking” – Managers find rates on a rate card that they
like

and fill the job on that template rather than the one required
for

the job.

Example: Bob needs a financial analyst but the max rate was
$38/hour and

Bob wants to bring the person in at $50/hour so Bob uses the
Project Manager

template instead since that max was $55/hour.


	
Types of Aversion Behaviors

A Culture for Talent

Template Hi-Jacking

This is the most dangerous form of aversion behavior as it
appears

that your rates are working so you don’t adjust them, which

increases the amount of hi-jacking the next year and keeps

compounding the problem.


	
Types of Aversion Behaviors

A Culture for Talent

Template Hi-Jacking: How to Measure

To measure template hi-jacking your technology MUST be set-up to
capture the

Actual Job Title and the Template Job Title.

This measure is about template compliance with the goal of
achieving

the highest number of fills through the appropriate
template.


	
Types of Aversion Behaviors

A Culture for Talent

One of the most significant trends in aversion is flight to
Statement of Work.

(Workers once acquired through staffing channels now coming in
on SOW contracts).

Tracking Program Flight and Retention


	
Types of Aversion Behaviors

A Culture for Talent

These hourly bill rates come from rate

cards we have advised on in both spaces.

SOW vs Contingent Prices

Contingent SOW

Data Base Analyst 96 150

Tester 82 99

Project Manager 110 140-280


	
Types of Aversion Behaviors

A Culture for Talent

The main problem most companies face is that they have someone
who oversees

contingent labor spend and another person who oversees services
procurement spend.

MSPs can bridge any gaps that may exist when it comes to
reporting trends between the

segments.

Was there a drop in positions that were contingent that are now
in

SOW contracts?

Is headcount line-itemed and do the costs for those pieces of
labor

make sense?

What are the longer term trends?

Are there real milestones?

Are people classified correctly?

Program Flight


	
Pre-ID Rate Negotiation

A Culture for Talent

The usage of a pre-identified worker has many positives: Known
asset

Quicker time to fill

Faster ramp up time

But, this can come with two big negatives Managers have very
little education/resources on proper market

rate benchmarks.

Pre-ID means no supply/demand curve, just a price point.


	
Rate Negotiation

Certain clients have found it beneficial to allow us (the MSP)
to actually

handle the rate negotiations using the rate card as
guidance.

Worker wanted $75/hr

Card allowed for a max bill rate of $80/hr

Worker’s actual market value was $65/hr

Workers pay rate * pay rolling fee now under the max bill
rate

A Culture for Talent


	
Economic: Inflation Avoidance

A Culture for Talent

In each of the past 6 years, pay rates for computer programmers
have increased

3% annually.

If your total adjustments in any given year were less than 3%,
you should count that as

savings. Why?

Without proper benchmarks and education from your MSP, employers
are never sure if

they are at market or not and more likely to accept supplier’s
suggested rate increases.


	
Indirect process related savings


	
Pre-Screening of Candidates

1) Can submit candidates, all other things equal, with the
lowest price first.

2) Let’s suppliers know that this is the way business is done so
come in

competitively the first time.

3) Sharpens the axe of the Program Office and promotes
manager

relationships and learning.

There are a number of clients that choose not to have the

Program Office pre-screen out candidates.

Why you should allow this:

A Culture for Talent


	
A Culture for Talent

How to Measure Savings

If utilizing this method here is a potential way of measuring
savings:

Average of candidate hourly rates submitted less Candidate
selected

hourly rate * hours worked on assignment


	
A Culture for Talent

Omission of Highly Inflated Candidates

What was subbed What you needed

One rule to live by: Out of sight, out of mind.


	
A Culture for Talent

How to Measure Savings

If previously programs allowed candidates to be subbed over

the max, then take the Most Appropriate over max Worker Bill

Rate less Selected Worker Bill Rate * Hours worked

If utilizing this method here is a potential way

of measuring savings:


	
A Culture for Talent

Time-to-Fill

Why has time-to-fill fallen out of favor?

Are many jobs just not that important that filling them

slowly does not really impact the bottom line?

Is it because the real burden cost wise of a long time-to-fill
is

actually imposed on the contingent staffing firms who have to
use

resources to find these people?

Do we need to do a better job of showing how much revenue is

tied to each individual?


	
How to Measure Savings

Time-to-fill days previously less current time -to-fill

* worker value factor *

# of hires in time period

If utilizing this method here is a potential way of measuring
savings:

A Culture for Talent


	
A Culture for Talent

Deference of Client Resources

One of the more controversial cost savings

companies achieve with MSPs is that they no longer

need people doing the work that the MSPs are now

doing.

When many companies outsource certain business

initiatives, they either can terminate or re-assign

those resources. If re-assignment was chosen,

adding the value of the new work that these

resources are doing in addition to the savings of no

longer needing them to do the MSP related functions

can be recorded as on going indirect savings.


	
A Culture for Talent

How to Measure Savings

Annual salaries of

directly effected jobs

no longer needed

If utilizing this method here is a potential way

of measuring savings:

Value of new jobs

resources have been

assigned (optional) +


	
What you need to do


	
A Culture for Talent

Building a Business Case for MSP

If you are building the case to validate the benefits of
bringing an MSP

into your company:

Consider all elements of this presentation!

Remember that the true value of an MSP goes well beyond the

cost elements. An experienced MSP knows the space so there

should never be guesswork on whether or not you are handling

compliance, supplier relationships, etc… the right way.


	
A Culture for Talent

Continual Validation of your MSP

Work with your MSP and VMS to make sure all avenues of
savings

and value are able to be measured.

Start tracking the MSP value measures well before you are asked
for

them. Show cumulative and current savings.

If you have a mature MSP and are trying to defend its
viability:


	
A Savings Scorecard

“What gets measured gets done” but more often what gets done

never gets measured.

General thoughts around scorecarding savings:

Group the activities with the most impact first.

Always put as much focus on change in time

versus point in time observations.

A Culture for Talent


	
Thank You!

Ron Hetrick | Director of Labor Market Analytics

[email protected]
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