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CONNECTING TALENT TO
THE WORLD OF WORK
TM

THE STRATEGY OF WINNERS

WHAT SOW REALLY MEANS FOR KELLYOCG®, OUR
PARTNERS, AND OUR CLIENTS

2

In 2016, Deloitte published their 5th annual survey of senior
procurement leaders. They received 324 responses from 33
countries and the annual revenue of the surveyed organizations
was US$4.4 trillion. The most notable finding from this survey
was that 62 percent of respondents were not confident their
team had the skills required to deliver the function’s strategy.
Even more concerning is that this gap is widening. In 2013, it
was 48 percent, in 2014 it was 57 percent, and in 2015 it was 62
percent. Yet “demand for ‘impactful’ procurement continues to
run high, both in terms of managing cost as well as unleashing
the potential of the supply market to differentiate
business performance”.
Within this context, you would naturally expect to see an
increased investment in training and development. However,
the report showed that training and development expenditure
has been dramatically reducing. In 2012, 3 percent of survey
respondents spent less than 1 percent of their budgets on
training, and in 2015, 29 percent of those surveyed spent less
than 1 percent.
If the enabling skills are not being taught within their
organizations, then it is hard to see how internal procurement
functions will be able to deliver the impact required on their
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own — especially since “the traditional constraints of manpower,
expertise and, policy driven process are inhibiting”.
But how best to fill these knowledge gaps and create
sufficient capacity?
The resourcing industry is increasingly being asked to expand
Managed Service Provider (MSP) programs to supplement an
organization’s in-house procurement capability; and particularly
with respect to labor based Statement of Work (SOW) services.
But to deliver ‘impactful procurement’ in these areas requires
more than just expanding MSP process discipline. In parallel, it
requires a concerted focus on ‘maximizing value received’, rather
than simply ‘minimizing the price paid’.
We believe that by anchoring their approach to the achievement
of business outcomes, an organization will dramatically increase
its return on investment (ROI) in labor based SOW services – and
it is always ROI that ultimately makes the biggest difference
between success and failure in the marketplace.
For KellyOCG, SOW effectiveness is about maximizing results,
delivering the best economic value, and establishing a cohesive
way of working between Procurement, Operations, and HR.
We call it the Strategy of Winners.
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In recent years, economic and market conditions have forced
most organizations to review their non-core spend. Many
have been deploying a full armoury of procurement tools
and techniques on their use of SOW service providers.
Increasingly more of this activity is being performed within
Managed Service Provider (MSP) programs.
As revenues, margins, and in some cases,
opportunities, have minimized for SOW service
providers, you could argue this has been a procurement
job well done. But has this procurement armoury
delivered a better understanding of what constitutes
best value in labor based services? Are organizations

now realizing better business outcomes from every $,
£, or Euro they spend because of an improved focus on
procurement? Or, in reality, is it just that organizations
are merely getting the same as before, only for a lower
price and from fewer sources?
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When an organization develops its business strategy
there are always corresponding resourcing implications.
These require three types of decisions:
[Buy] What skills and expertise do they need to hire
into their permanent workforce?
[Build] What internal capability do they need to train
and develop?
[Borrow] What skills and expertise do they need to
engage on-demand?

An organization’s talent supply chain is the collection
of processes and channels they use to source and
deploy the skills and expertise required. SOW service
providers (including independent contractors) are
“Borrowed” expertise and represent a very important
component within the talent supply chain.
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Effective management of the talent supply chain ensures that
organizations can dependably access the right skills, at the
right time, and for the right economic value. For SOW service
providers, the right economic value means maximizing the
return on investment they deliver.
Looking through a business lens
It is not easy for in-house procurement functions to
enthuse budget-holders about their involvement in
SOW-related engagements. As a category of spend,
SOW rarely follows the perceived ‘norm’ of the buying
process. Whereas the internal client would usually write
a specification and procurement would manage supplier
selection and commercial negotiations, with SOW
services such as marketing, management consultancy,
and IT, the client nearly always stays closely involved. In
fact, they often expect to take the lead.

Furthermore, it is highly unlikely that there will be a
single owner for these services within an organization.
Budgets are normally allocated to an individual/unit
and, although on occasion there may be someone
centrally who has ultimate financial authority for a
particular SOW spend area, project responsibility and
accountability will be distributed across a number of
stakeholders.

6 / I N T RO D U C T I O N

Here are some of the other key nuances in labor based SOW:
• T
 he talent/service provider marketplace is extremely dynamic and reputations/capability can change very quickly,
especially if companies lose key individuals. This is especially pertinent whenever buying organizations adopt a
‘Preferred Supplier’ approach. It is critical that any list of pre-qualified/contracted suppliers is structurally flexible
to meet a range of business requirements:
» T hey can quickly become
restrictive, redundant, and too
“comfortable” if the capability,
capacity, performance, and value
add of the selected organizations
are not actively measured and
reviewed against both the
internal and external market and
anticipated future demand. This
can quickly become a source
of frustration and lead to workaround activities by business
stakeholders.

» T he larger brands play an
important part in these preferred
lists, but they must not be
“protected” from competitive
rigor, especially since their
business models are increasingly
moving away from having a large
bench of permanent resources.
By opening up opportunities to
newer, leaner, and more flexible
specialist organizations, you will
be accessing expertise directly
that many larger brands will
be engaging on an associate/
independent contract basis.

» Preferred supplier contract terms
often structurally exclude smaller,
capable organizations due to
the level of fiscal assurances and
penalties demanded. This may
be appropriate for large and
complex programs of work but
may not be appropriate for many
other projects.

• D ecision-making is not always objective. The business stakeholders and budget owners are often senior and
will typically resist a mandated approach in terms of who they choose to engage and what they may spend on a
project or ongoing service.

• O
 rganizations will have a myriad of pre-existing and trusted relationships with particular SOW service providers
and may be reluctant to consider somebody new, irrespective of whether there is a commercial and/or technical
case for doing so. This can be especially true if the enterprise has an embedded culture of working with the more
established brands.

In this context, it is crucial that the procurement professional, internal client, and service provider find a way to work
together effectively.
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“Bought properly, professional services can help
organizations grow, meet their objectives, and operate
efficiently and effectively. Expenditure on such services
can have a return of tens or even hundreds of times
its cost. But the converse also applies. Much of the
expenditure on professional services is wasted or, even
worse, has a negative impact, which can result in losses
many times over the cost of the services in the first place.
Problems are sometimes the result of the incompetence
or greed of the professional firms. However, in most
cases they can be attributed to poor performance
somewhere in the purchasing and management process,
such as a confused specification of the requirement, lazy
or ill-informed supplier selection, a weak or unbalanced
contract, or ineffective contract or
supplier management.”
“BUYING PROFESSIONAL SERVICES” BY FIONA
CZERNIAWSKA AND PETER SMITH, A PUBLICATION
FROM THE ECONOMIST
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WHAT GOOD LOOKS LIKE

There are four interdependent stages in the SOW buying process.
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STAGE 1 - PLAN
The categorization of indirect spend, and in particular what constitutes ‘Contingent
Resourcing’, has been steadily evolving. Non-resourcing category managers are now
increasingly interested in the blend of talent required to support outcome based,
fixed fee SOW proposals. Resourcing category managers are no longer seeing the
boundaries of their SOW activity through the lens of ‘hide a temp’.

The world of work is changing and this is all creating a very different landscape for the
engagement and deployment of contingent labor services.

There are many kinds of SOW projects. There are those where organizations know
exactly what they want to achieve and they have a very good feel for its corresponding
value. They can clearly and fully describe their need at the outset (often these projects
are operational in nature) and the time and effort required can be practically estimated
by the SOW service provider. Alternatively there are projects where the outcome and
its associated value are more uncertain (e.g. undertaking a strategic business/product
review).

The blend of effort required can also vary enormously. In some types of projects, the
service provider will perform 100 percent of the work; in others, they will contribute a
portion with the client providing the rest. In these circumstances, they would merely
be engaged to provide specialist skills or technical expertise, more capacity, or just
independent challenge and advice.

The fact that SOW projects are often designed to supplement internal capability means
it is crucial to understand exactly why your organization needs this extra support.
Answering the ‘why’ question is the critical first step in the buying process.

The Planning stage governs the rest. If you get this wrong, then it will undoubtedly lead
to problems throughout the rest of the process. You could end up choosing the wrong
service provider — they may not deliver to the level expected and you might end up
paying more because you will need to take corrective action.

Helping internal clients to get this crucial exercise right, to clarify and sharpen their
thinking up front is an area where procurement teams and MSP providers working
together can bring real value.
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“The business environment is constantly being reshaped
and redefined by new technology and innovation
(digital, artificial intelligence, big data, internet of
things), macroeconomic trends (globalization, economic
uncertainty, political shifts), disruptive business models
(Uber, Airbnb) and strategies (agile, sprint). Collectively
and individually these factors are having a huge impact
on the tasks that people do and the skills they need to
do those tasks. Organizations who adopt a long-term
approach to resourcing decisions based on a clear and
structured analysis of their strategic context will stand the
best chance of success.”
WILLIAM JOHNSON

Managing Director, Psychological Skills for Professional Services
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STAGE 2 - ENGAGE
When selecting an SOW service provider there are many variables to consider. You need
to consider what part of the work, if any, should be competitively bid. You need to identify
the most appropriate qualifying and adjudication criteria. You need to ensure that the
decision takes full account of the complexity of the requirement and how challenging it will
be to achieve the stated outcomes.

Fundamentally, this boils down to three underlying questions:
1. Can they provide/deliver what you need?
2. Will they be good to work with?
3. Do they represent the best economic value?

You may have already identified potential suppliers during the planning stage. If not, you
will need to establish a shortlist, potentially by undertaking some kind of pre-qualification
exercise.

Pre-qualification can be a very time-intensive process to manage, so if you regularly buy
SOW services, it may be worthwhile setting up a more formalized panel of preferred
suppliers. However, it is critical that this list remains dynamic as capabilities can change
very quickly in the marketplace. Suppliers should be rotated on and off depending on
performance, value for money, and any material changes in their overall capability/
capacity.

Once the supplier has been selected, you will need to agree on the finer points of the
individual engagement, including potentially laying the groundwork for a longer-term
relationship.

Finally, it is critical to apply the most applicable commercial model and contractual terms.
Payment by results is most ideal, but the buying organization must be reasonable about
the cash flow implications of staged payments if it is a long-term engagement. If you are
contemplating multiple engagements then perhaps a call off contractual arrangement is
best. This stage is all about creating a delivery platform that is fit for purpose!

91%

of CEO’s want a broader range of skills in their
workforce.
Source: Annual CEO Survey, PWC
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“There are a range of methods available to
use when buying consultancy services. As the
talent pool for professional advice continues to
grow and diversify it is ever more important for
clients to ask the right questions and base their
selection and commercial decisions on a strong
understanding of the market and consulting
industry. That’s the best way to secure the
full value that consultants can bring to client
organizations.”
ALAN LEAMAN

CEO, Management Consultancies Association
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STAGE 3 - PERFORM
Skillful management of the contract and the supplier is the crucial ingredient in
maximizing results and value for money; however, the reverse is also true. Poorly executed
contract management will increase the chances of a sub-optimal outcome.

Projects often change shape ‘in-life’ and so a degree of flexibility and pragmatism
is essential, on both sides. Buying organizations have the responsibility to create an
environment for success, for example by providing access to key people, systems,
and current state data. Service providers must be adaptable to changes in client side
personnel, or on occasion that competing business priorities may impact their smooth
path to completion.

Aligning interests and expectations across all contracting parties will be central in
achieving a successful project.

There are three main areas of risk:
1. Failure to deliver the service as agreed
2. Reputational damage
3. Additional direct or consequential costs

A good SOW contract will address the ‘what-ifs’ in such a way that problems are surfaced
quickly and corrective action is easy for both sides to implement. Progress against the key
milestones/performance indicators will be tracked on a regular basis.

91%

of CEO’s want a broader range of skills in their
workforce.
Source: Annual CEO Survey, PWC
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“Why is it that so many of the world’s IT
projects fail? It’s because we’re measuring
them the wrong way. If the customer is
happy with a project and gets what they
need to continually transform their business,
then nothing else really matters quite as
much. Put the customer at the center of
your (time, cost, quality) triangle. Better still,
put them at the center of your existence,
because in our project dominated world,
that’s where they should be.”
CIO.COM
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STAGE 4 - OPTIMIZE
Once an SOW engagement completes, it is essential that the learning is passed back
upstream to inform the ‘Planning’ stage of future projects, thus ensuring there is a 360
degree feedback loop in place.

When reviewing the success of the engagement, it is important to evaluate your own
performance as the contracting organization as well as the SOW service provider.

Best practice suggests there are typically six core
evaluation questions:
1. Was the project delivered on time?
2. Did the outcome(s) of the project represent value for money?
3. Were the outcome(s) of the project delivered to the required level of quality?
4. Were the anticipated benefits of the project delivered?
5. Was the necessary level of knowledge transferred?
6. Would you consider using this service provider again?

There are various systemic ways to manage this evaluation process and consistency of
approach is important, as is comparing like with like when it comes to complexity
and challenge.

91%

of CEO’s want a broader range of skills in their
workforce.
Source: Annual CEO Survey, PWC
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“The absence of well-accepted and
uniform definitions of marketing
constructs, measures, and processes has
hampered the ability of the marketing
discipline to be a full partner in the
strategic decisions of an enterprise,
much as operations was hampered by
idiosyncratic processes and the lack
of standards prior to the advent of the
quality movement.”
CHAIR, MARKETING ACCOUNTABILITY
STANDARDS BOARD

/ W I N N I N G W I T H TA L EN T SU PPLY CH A I N
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HOW CAN KELLYOCG HELP YOU TO
BECOME AN SOW WINNER?
Our SOW management solutions fill the capability
gap that exists between a traditionally designed MSP
program and the services expected of a procurement
outsourcing firm.

Our SOW professionals have the business and
commercial acumen required to unlock value at
each stage of the buying process. We offer a
comprehensive portfolio of data analytics, categorybased strategies, and insights. Analytics provide the
critical ingredient for our category experts to identify
and execute on spend and supply chain optimization
opportunities.

Unlike the mainstream procurement consultancies,
we are not in the business of full-service outsourcing,
but we know that 60 percent or more of procurement
teams are under resourced and, from time-to-time,
need expert support. To meet this need, we can
augment internal procurement teams on-site or via
our remote Shared Services Procurement function.
We also provide our clients with the flexibility to use
KellyOCG to manage the complete RFx “source-topay” process on an on-demand basis.

Our SOW services are rooted in the six
key areas of good Talent Supply Chain
Management (TSCM) practices:
1. R
 esourcing Strategy & Planning (designing the
optimal buy/build/borrow mix within an organization)
2. S
 haping and Managing Demand (understanding labor
market dynamics and prioritizing functional needs)
3. C
 ommercial Insight (knowing what represents the
best ROI – not just the lowest cost)
4. S
 upply Market Knowledge (identifying the best
sourcing strategy for the skills and disciplines required)
5. P
 rocesses, Systems & Governance (designing,
implementing, and maintaining an infrastructure that
ensures all required business outcomes are achieved)
6. Business Analytics (measuring the full line of sight
between resource inputs and work outputs)

By helping our clients to effectively address these 6 areas,
in isolation or in combination, we help them take the best
route to organizational and competitive excellence.

Every organization in the world has some kind of talent supply chain.
However, not everyone has one that truly works.
At KellyOCG we make it our business to make sure that yours does.
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