
IN TIGHT ECONOMIC
times, many companies are looking
to contract-to-hire as a means to fill
their staffing needs without making a
big commitment. The trend ramped
up in 2010 and I anticipate contin-
ued demand for the next couple
years.

While most professionals fall into
two categories—contract and perma-
nent—the current climate of recov-
ery has companies and professionals
considering all of their options,
which includes contract-to-hire
arrangements. There is both value
and risk in contract-to-hire, so you
need to understand the pros and
cons of its use in your overall talent
strategy.

Skills in action
With contract-to-hire, companies

get the chance to try on an employ-
ee’s work style and see his or her
skills in action, while both parties
consider a more permanent arrange-
ment. Managers also have the oppor-
tunity to justify the need for a spe-
cific role long term, while allowing

time for budget approval to come
through.

The company pays an hourly rate
for the contract employee and is not
responsible for benefits unless the
individual is converted to full-time
status. Contract-to-hire is usually

differentiated from temporary or
contract employment by the
expressed intention to hire after the
contract term.

Here are some positives of con-
tract-to-hire arrangements:

You can try out an employee. With
contract-to-hire, you can see a
potential hire in action before you
decide to commit to a more perma-
nent arrangement. You’ll see how
they interact in your corporate cul-
ture, how they respond to various
work situations, if they really are a
team player and if they can take ini-
tiative and get the job done.

You can invest more over time.
Because you have less responsibility
to the employee initially, this is often
a more financially viable option than
direct hire, especially during tough
economic times or when dealing
with budget constraints and inconsis-
tent workloads.

You can get someone in fast. You
want to make informed hiring deci-
sions. With contract-to-hire, you can
spend less time in interviews and
more time observing the individual
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While employees may be
‘auditioning’ for the job, try
not to make them feel that

way.

The more you can make
them a part of your team,
the more likely they are to

feel committed to you as an
employer.

Recognize your contract-to-
hire employees just as you
would any employee who

does a great job.
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at work, deciding later if this person
is the right fit.

You can measure motivation. An
employee hoping to be hired wants
to impress and is likely to be highly
motivated and productive. You can
learn about the individual’s motiva-
tions and goals to see if they fit with
your culture long-term.

Here are some negatives of con-
tract-to-hire arrangements:

You might miss the best candidate.
With contract-to-hire, you narrow
your pool of potential candidates.
Some professionals are unwilling to
leave full-time roles for contract-to-
hire opportunities, or they are
unable to take a position without the
security of a full-time offer. You may
also miss out on a contractor with
the skill set you need, who simply is
not interested in ever converting to a
permanent role.

You might get a less invested
employee. While contract-to-hire
means less risk for the employer, it
can also cause an employee to be less
invested in the company. The
employee may not feel part of the
team, or doubt the company’s invest-
ment in his or her career growth.

Your turnover could be higher. As
with any ‘try before you buy’ sce-

nario, it might not work out. If you
or your employee decides after the
contract period that it is not a good
fit, you’ll need to search for someone
new to fill the role. This may affect
customer service and consistent
workflow as well as overall staff sat-
isfaction as you engage different
staffing options.

Making it work
If you decide that contract-to-hire

offers enough benefits for your com-
pany, consider these best practices to
use it effectively:

1. Make sure your prospective
employee is really open to a perma-
nent role. At the same time, be aware
that this is a trial period for both
parties. Sometimes the trial period
simply does not work out. In rare
cases, a contractor may take a con-
tract-to-hire position and then
decide he or she would make more
money consulting. Unless you’re
willing to pay a lot, you may lose
him or her after the initial contract
period.

2. Sometimes companies are
uncertain of future staffing needs.
They’ll ask for contract-to-hire can-
didates, but can’t guarantee a perma-
nent role after the contract period.

It’s best to know up front if the posi-
tion will turn into full time.

3. If you can, be flexible in your
hiring decision. The ideal candidate
may only be available for permanent
hire or may be a consultant who
would only commit to an 18-month
contract. We recently sent a candi-
date to interview who was happy to
accept a contract-to-hire opportuni-
ty, but our client was so impressed
by him that they wanted to eliminate
any risk of losing him. They sealed
the deal right away, offering him a
permanent position instead.

4. While employees may be ‘audi-
tioning’ for the job, try not to make
them feel that way. The more you
can make them a part of your team,
the more likely they are to feel com-
mitted to you as an employer.

5. Always think about hiring
potential. Even if you only think
you’ll need someone on a temporary
or contract project basis, it is a good
idea to ask your staffing firm about
their conversion policies and fees.
While you may not sign a contract-
to-hire agreement, you will be pre-
pared should you discover you sim-
ply can’t do without your contract
employee.

The hiring process is a unique
opportunity to find the perfect
match. Sometimes contract-to-hire is
the best option for companies; other
times a direct hire or long-term con-
tract is a better alternative.

The best way to use contract-to-
hire is to recognize when it will
work and when you should opt for
another solution. Flexibility in your
staffing options will ensure that you
find the perfect fit.
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“Companies get the chance to try on an
employee’s work style and see his or her
skills in action, while both parties consid-
er a more permanent arrangement.”

— Bob Hildreth, ESP Systems Professionals

Bob Hildreth is president
of ESP Systems Profes-
sionals, an information
technology direct hire, consulting,
and contract-to-hire staffing servic-
es firm in Minneapolis:
612.337.3000; bob@esp.com;
www.esp.com.
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