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How Emerging Technologies Are Creating Threats to the Staffing Business 
 
The staffing and recruiting business has been very durable for a long time. But market changes 
are now underway because emerging technologies are beginning to, and will continue to, put 
pressure on the old ways of doing business.  
 
New technology-enabled firms are gaining scale, tools for in-house recruiters are getting more 
effective, and digital platforms and service providers are beginning to look a lot like staffing 
companies. The traditional staffing delivery model is under attack. 
 
This white paper, one in a series published in the ASA Staffing Tech Center 
(americanstaffing.net/techcenter), will describe the operational areas that are changing, outline 
the benefits they provide to early adopters, and identify the reasons why staffing professionals 
should take these threats seriously.  
 
While not all the technologies identified have fully matured, they are on a trajectory with 
identifiable business goals that will disrupt today’s staffing and recruiting business. Therefore, 
the information provided here can play a key role in strategic planning, operational changes, 
and business development. 
 
E-staffing companies 
These companies leverage technology to remove salespeople from the traditional staffing 
model—with the goal of reducing overhead costs and increasing operational efficiencies. E-
staffing companies utilize advancements in technology, such as automated email, text 
messaging campaigns, and contract generation to reduce operating expenses. These 
companies also offer online self-service platforms, which greatly reduce personnel overhead—
meaning they can operate at a lower price and still make the same, or even better, margins 
compared to traditional staffing models 
 
Drivers of the e-staffing threat include: 

§ Lower fees. E-staffing companies leverage technology to provide their services; 
therefore, the overhead involved is much less than that of a traditional staffing company. 
They achieve this lower overhead by not having to employ as many salespeople and 
recruiters. 
 
These companies can pass these savings onto their clients in the form of reduced fees 
or flexible billing models. For example, it is common for e-staffing companies to charge a 
much lower flat fee than the standard in the marketplace per full time placement, or 
lower markups on contingent deals. Some are moving to a bulk rate model allowing 
clients to review bundles of résumés over a period of time; the rate is not tied to the 
number of hires actually made. 
 

§ Speed. One of the biggest pain points for traditional staffing companies is the email and 
phone tag they must play with candidates and hiring managers. Several e-staffing 
companies remove that pain point by utilizing integrated calendars and meeting 
schedulers that eliminate the back-and-forth time-drag when managed by recruiters and 
account representatives. 
 
The most progressive new tech entrants have seen the flaw in trying to fill specific job 
requirements. Instead, they use predictive analytics to anticipate the kinds of roles 
managers will be hiring and present prevetted candidates. This cuts down on the time a 



client would have spent on job advertising, sorting, and matching candidates to a list of 
reqs that are often not all that accurate for the role. If hiring managers can see 
candidates, for free, who meet the requirements they generally are seeking, and only 
pay per hire made, why wouldn’t they preferentially engage with that model? 
 

§ Prevetted candidates. Candidates’ profiles are online or can be assembled from 
information available online, as is done with many of today’s social search tools. With 
this access, résumé and profile databases can be updated more rapidly than the 
traditional static résumé stored now in staffing company applicant tracking systems. This 
allows e-staffing companies to vet candidates and keep their talent pool relevant and up-
to-date at a much lower cost. 

 
As this trend continues to form, revenue numbers from the emerging companies are increasing. 
Though these companies account for very small dollars compared to the vast spend going 
through traditional methods, we see this as an important development that will increasingly 
affect the exclusive use of traditional delivery models. 
 
Temporary labor marketplaces 
Temporary labor marketplaces are platforms with remote workers on one side and employers 
on the other. These marketplaces began by targeting small and medium-sized businesses. But 
after years of experimenting, it was apparent that the unit economics work best in the 
enterprise. These started as pure software marketplace platforms that matched jobs and tasks 
to freelancers. However, as they work toward penetrating the enterprise space, some are 
beginning to layer in a degree of customer service. As they do so, they are starting to look a lot 
more like staffing agencies, which is where the threat lies. 
 
Perhaps most importantly, the ease of use and simplicity of getting work done will build a 
consumer behavior that will eventually stand in stark contrast to how staffing employees are 
procured today. This will, at a minimum, raise the bar on buyers’ expectations for simplification 
in any future state of staffing services delivery.  
 
These tools have so far been most effective when tasks can be described as deliverables. 
Examples of such tasks and deliverables are design projects, writing projects, and even strategy 
consulting projects. A few temporary labor marketplaces are focused on on-site hourly tasks, 
like pick and pack, stock room tasks, and retail customer-facing shift work. As buyers get more 
comfortable with the flexibility and ease of use these platforms provide—and they grow more 
familiar with the lower prices they can offer—the threat will increase and quite likely the skills 
mix they present also will expand. 
 
Drivers of the temporary labor marketplaces threat include: 

§ Subject matter expertise. Freelancers post themselves on marketplace platforms 
based on the capabilities they self-identify for, which allows companies to hire talent with 
the exact skills they are looking for. Hiring managers don’t need to sort through entire 
résumés or pay for experience or skills that are not relevant to them. 

§ Real-time updates. Candidates’ profiles are online, and the freelancers keep their own 
credentials up-to-date, not requiring a recruiter to do the updating. 

§ Vetted candidates. For workers who have worked through the platform, future 
employers can see ratings of candidates who worked on other similar projects from past 
employers. 



§ Speed to hire/ease of use.  You can post and hire a freelancer in minutes, not days. 
With payment information plugged into the site, you only approve payment when the 
work is completed to your satisfaction. No time sheets or invoice processing. 

§ Scalability. You can build a flexible workforce for short-term project work instantly 
without worrying about overhead. Once hiring managers vet them or have awarded them 
work, they can be sourced again for easy access on future jobs. 

 
The urgency  
Though this threat is starting with task-based and hourly work, we see it migrating into more of 
the bread-and-butter areas currently delivered by traditional staffing companies. While hurdles 
still exist for the platforms to become commonplace with enterprise users, we do see a few 
things staffing professionals should be focused on now. The platforms that offer customer 
service eventually will make these platforms look a lot like staffing companies.  
 
Companies can use these concierge services that some platforms offer to build candidate pools 
for their own use. As these platforms gain more traction, corporate hiring managers will start 
reducing the types and amount of jobs being sent to staffing companies to fill, thereby reducing 
their spend.  
 
Perhaps most importantly, the ease of use and simplicity of getting work done will build a 
consumer behavior that will eventually stand in stark contrast to how traditional labor-intensive 
staffing is procured today. This will at a minimum raise the bar on buyers’ expectation for 
simplification in any future state of staffing delivery. 
 
Vendor management systems 
Vendor management system (VMS) solutions are a mature talent acquisition technology 
segment and are used by enterprises, often in conjunction with a managed service provider, to 
manage a company’s contingent labor program. 
 
While VMS solutions historically disrupted staffing companies through driving transparency on 
rates, a new threat is now emerging. As these begin to provide more candidate sourcing 
solutions at a lower cost, and as the capabilities of these VMS solutions improve, clients may be 
inclined to prioritize these sources, resulting in decreased utilization of staffing companies. 
 
Drivers of the VMS threat include: 

§ Candidate sourcing. Historically, VMS solutions have managed and tracked a 
company’s hiring of staffing company-sourced candidates. Today, they are increasingly 
extending their offerings by including new sources of candidate flow, and a few have 
expanded to start providing candidate “self-sourcing” options. These candidates come 
from plugging into a few e-staffing providers as well as by capturing résumés that have 
been submitted before by freelancers and alumni buyers. This latter strategy for creating 
pools of candidates is generally referred to as “self-sourcing.” While these offerings are 
still in the early stages, buyers may eventually be disinclined to use staffing companies 
as VMS “self-sourced” options gain traction. 

§ Cost. When a candidate sourced through a VMS is either provided through a 
partnership with an e-staffing company or “self-sourced,” the prices likely will be lower 
than staffing company fees. And as VMS solutions get more proficient at providing 
lower-fee candidates, clients may preferentially select those over candidates sourced by 
staffing companies. As this progresses, the number of reqs companies receive to fill in 
VMS accounts will decline, which will lead to decreased spend going to staffing 
companies. 



 
The urgency 
While VMS solutions historically disrupted staffing firms through driving transparency on rates, a 
new form of threat is now emerging. As VMS companies begin to provide more lower cost 
alternative candidate sourcing solutions, and as the capabilities of those VMS solutions 
improve, client program managers may be inclined to prioritize these sources resulting in 
decreased utilization of staffing firms.  
 
Freelance management systems 
These systems provide tools to manage pools of freelancers and provide employees a place to 
enter their time worked and to receive payment. As the on-demand economy continues to grow, 
freelance management systems will help companies more effectively manage their networks of 
nonemployee labor. As a company’s freelance employee network grows, there will be a 
decreasing need for working with staffing companies to resupply the talent already known to the 
employer. These platforms also will affect the payrolling business many staffing companies 
provide to their clients since freelance management systems are lower-cost software platforms 
that can do it cheaper and even more transparently. 
 
 
Drivers of the freelance management systems threat include:  

§ Expanding network: Using a freelance management system enables a company to 
track and stay in contact with their own network of freelance workers. While they may 
use a staffing company to initially identify these people, freelance management systems 
allow companies to maintain a closer network of freelancers than ever before.  As this 
network continues to expand, over the longer term these buyers may have decreased 
need for staffing firms to resupply already known candidates or may only utilize staffing 
companies to get access to completely new pools of talent. 

§ Familiarity: As companies manage their freelance workforce through these systems, 
they can keep track of the types of projects the freelancers complete, and how 
successful those freelancers are. As such, they have direct, first-hand knowledge of how 
a freelancer performs on a task specific to the company. This understanding of a 
freelancer’s track record further incentivizes companies to continue working with 
freelancers within their own network, as opposed to hiring new workers. 

 
The urgency 
Freelance management systems emerged as a way to help companies maintain better contact 
with their freelancer workforce. As the on-demand economy grows and the trend toward 
freelance labor continues, the long-term impact on staffing companies, particularly those with a 
payrolling business, will be significant. As technologies enable companies to maintain their own 
network of workers, the need to hire staffing companies to source new candidates will likely 
decrease over time.   
 
Conclusion 
The market for contract labor solutions is trending upward, and that trend shows little sign of 
abating over the long term. However, the automation that digital platforms provide is changing 
the ways in which companies will hire contract workers in the future. The ease of use and lower 
costs that these solutions provide will put pressure on traditional staffing company margins and 
market share.  
 
For staffing companies to stay competitive, they must recognize and take aim at these 
technology-related threats. To do that, staffing company leaders must think about how they too 



can utilize technology to reduce operating expenses and drive efficiencies—while continuing to 
improve the client buying experience.  
 
High-touch service will be a differentiator over fully digital offerings but must be achieved at a 
premium that clients are willing to pay for. Meanwhile, the alternative pricing of digital offerings 
will push down what some clients will be willing to pay.  
 
As technology solutions continue to flood the staffing and recruiting market, progressive staffing 
companies aiming to stay ahead of tech trends will adopt strategies that work toward honing 
their operations and maintaining their agility. These forward-looking firms will fare best, allowing 
themselves to meet the demands of an evolving market. 


