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Post-Downturn Staffing Strategies 

Though most economists predict high unemployment levels to continue for an ■■

extended period, indicators show hiring rates increasing for some types of workers.
An “in-between” period of an improved but still fairly weak job market could ■■

influence what kinds of workers employers decide to add to their headcount.
The types of workers most likely to see an accelerated pace of hiring are ■■

temporary and contract workers, along with high performers in the most in-
demand job categories.
Organizations may also consider other strategies when planning their staffing for ■■

the foreseeable future, including bringing back previously laid off employees or 
recruiting underemployed workers and finding ways to boost their productivity.
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Subdued Hiring Rates Expected in 2010  �����������������������������������������
Most business economists expect the 
economy to continue to improve as we move 
into the second quarter of 2010. An industry 
survey from the National Association for 
Business Economics (NABE) released at the 
end of January 2010 showed an expansion 
of capital spending plans and also reported 
improved credit conditions. However, 
rather than investing in more headcount, 
most of the NABE survey economists 
reported that they were most likely to 
invest in information and communications 
technologies.1 This may mean that at least 
in the short to medium term, businesses 
will continue to seek out ways of boosting 
the productivity of their existing workforce 
rather than adding significantly to their 
headcount. 

Although hiring rates may not yet 
show signs of a major turnaround, job 
losses are at least slowing down. The Bureau 

of Labor Statistics’ (BLS) Employment 
Situation Report2 for January showed the 
unemployment rate falling from 10.0% to 
9.7%, with nonfarm payroll employment 
essentially unchanged, and this rate held 
in February. There are also signs that some 
employers may be planning to hire more in 
the coming months: 29% of those surveyed in 
the NABE report expected their companies 
to hire over the next six months, up from 24% 
last fall.3 And the employment expectations 
index from the March 2010 SHRM Leading 
Indicators of National Employment (LINE) 
report showed that HR professionals expected 
hiring in March to reach levels not seen in a 
long time.4 According to the SHRM LINE 
data, 45.8% of manufacturing companies 
planned to add jobs in March—the highest 
percentage since June 2008. Meanwhile, in 
the service sector, 25.7% said they planned 
to hire in March, the highest level since July 
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2007. March was the ninth straight month in manufacturing 
and the 11th straight month in the service sector in which 
more companies said they planned to hire rather than cut jobs 
(see Figure 1). 

Job Categories Most Likely to See 
Employment Gains  ������������������������������������������
Though hiring levels are expected to remain too low to 
bring down the high rate of unemployment to pre-recession 
levels for quite some time, there are several categories of 
jobs that are expected to experience hiring increases over the 
coming months.

Temporary and contract workers

Despite showing falling employment in industries such as 
construction, transportation and warehousing, the BLS 
February Employment Situation Report found that there 
was an increase in demand for temporary help services. This 
aligns with economists’ predictions that one of the first job 
categories to see employment gains as the economy recovers 
will be temporary or contract workers. Just as temporary 
and contract workers are often the first to see their jobs 
eliminated when the economy sinks, this job category is 
also often the first to see employment opportunities pick 
up when the economy improves. The BLS reported that in 
January temporary help services added 52,000 jobs. This job 
category rose by 247,000 since its low point in September 
2009.5 The Manpower Employment Outlook Survey6 for 
the first quarter of 2010 indicates that a moderate increase 
in temporary staff levels may be likely.

Economists are watching the improvements in hiring for 
temporary workers closely because in previous recessions a 
rise in demand for temporary employees has been seen as a 
sign that soon permanent workers will also be hired. With 
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unemployment levels remaining high, many job seekers are 
likely to settle for temporary job assignments in the hope that 
when employers begin to hire full-time workers, they will 
have gained enough of a foothold to be among the first to be 
hired permanently. 

However, many economists believe that this recession will 
prove different from previous ones and that employers will be 
focused much more on utilizing temporary staff for as long as 
possible before adding permanent workers, mainly because of 
fears that any economic rebound will be relatively weak and 
because the costs of benefits associated with permanent staff 

are rising so rapidly. Manufacturing companies in particular 
seem to be relying more on temporary workers than they 
did in past economic recoveries. If this remains the case, HR 
professionals may be preoccupied with managing an ongoing 
shifting cycle of temporary employees and the accompanying 
people management issues of these employment arrangements. 
They must also have a good understanding of the employee 
legal and benefits implications related to the use of temporary 
or contingent workers and know how to best use these kinds 
of workers strategically. 

In-demand skilled workers

In spite of the highest unemployment rates since the Great 
Depression, throughout the recession there remained some 

Many economists believe 
that this recession will prove 
different from previous ones.

Figure 1 | LINE Manufacturing and Service-Sector Employment Expectations: January 2007 to March 2010

Source: SHRM Leading Indications of National Employment (LINE) historical data

-40

-30

-20

-10

0

10

20

30

40

50

60

Ja
n 

07
 

Ja
n 

09
 

Ja
n 

08
 

Ja
n 

10
 

Fe
b 

10
 

M
ar

 1
0 

Fe
b 

07
 

Fe
b 

09
 

Fe
b 

08
 

M
ar

 0
7 

M
ar

 0
9

M
ar

 0
8 

A
pr

 0
7 

A
pr

 0
9 

A
pr

 0
8 

M
ay

 0
7 

M
ay

 0
9 

M
ay

 0
8

Ju
n 

07
 

Ju
n 

09
 

Ju
n 

08
 

Ju
l 0

7 

Ju
l 0

9 

Ju
l 0

8 

A
ug

 0
7 

A
ug

 0
9 

A
ug

 0
8 

S
ep

 0
7 

S
ep

 0
9 

S
ep

 0
8 

O
ct

 0
7 

O
ct

 0
9 

O
ct

 0
8 

N
ov

 0
7 

N
ov

 0
9 

N
ov

 0
8 

D
ec

 0
7 

D
ec

 0
9 

D
ec

 0
8 

Manufacturing 

Service sector



3

categories of workers that were still in demand. High performers 
in these job categories are likely to also be among the first 
groups to see hiring rebound. According to Manpower’s annual 
“Hardest Jobs to Fill” report, the job openings that employers 
continue to have difficulty filling span a full spectrum of sectors 
and job levels. Though engineers rank at the top of the list, it also 
includes job categories such as drivers and laborers (see Figure 2).

Figure 2 | Hardest Jobs to Fill in 2009

Source: Manpower 2009

However, high-skilled workers may prove the most difficult 
to find and recruit, because their skills require the greatest 
individual and business investment in training and education. 
Therefore, despite a weak labor market, organizations will 
continue to focus on retaining their highest performers as they 

could be very difficult to replace if they leave.  
In addition, the rapid pace of change will mean that 

organizations will have to continue to innovate, and this 
will require their highest performers to be motivated and 
engaged. O’Connor, Corbett and Pierantozzi have identified 
three distinct phases of innovation and determined how 
these phases each correspond with a different career phase 
for high-performing, innovative employees. They argue that 
organizations may have neglected to build the formal paths 
for innovation during the downturn but will need to better 
manage innovation leaders as the economy recovers. To do 
this, organizations must identify the key competencies for 
each of the three phases of the innovation process: 1) discovery, 
which aims to create and identify market opportunities, 2) 
incubation, which involves experimenting in order to create 
new businesses and added value, and 3) acceleration, where 
the business is nurtured until it can stand on its own.7 Each of 
these phases demands both technical and strategic skills and 
a continuity of management. So while organizations may be 
able to rely on temporary or contract employees in some areas, 
in order to innovate in a competitive environment, they will 
need to hold onto their most strategic and innovative employees 

and to nurture them through a distinctive career path. HR 
professionals will need to be prepared for the retention of high-
skilled employees to grow more challenging as employment 
options for such workers expand along with the economy. HR 
professionals will therefore need to focus on both growing 
innovation-related competencies in employees and retaining the 
employees that have demonstrated these qualities.

Other Options for Hire  �������������������������������������
Though temporary workers and the most in-demand and skilled 
workers are the most obvious groups to experience a return to 
a healthier job market, there are other types of workers that 
organizations may also target. For example, some organizations 
are beginning to rehire previously laid-off employees. The high 
number of underemployed within the labor market also presents 
an opportunity for organizations searching for untapped talent.

Previously laid-off employees

A number of studies on the financial impact of layoffs offer 
increasing evidence suggesting that the use of layoffs overall 
has a more damaging impact on the business than previously 
understood. HR professionals have recognized this, and 
many went to great lengths to avoid laying off workers in their 
organizations during the recession. In addition, some businesses 
are now hiring back employees that they had laid off earlier 
in the downturn (see Figure 3). This process requires careful 
consideration of a number of factors, including implications for 
employees’ participation in retirement plans. Rehired employees 
that previously participated in the company’s retirement plan 
are generally immediately eligible to re-enter the plan and 
possibly count their prior service for eligibility and vesting. Issues 
involving benefits plans and eligibility for vacation and other 
leave must also be considered. Yet even if these factors make the 
hiring process slightly more complicated, it may be worthwhile in 
order to bring on board employees who already have an in-depth 
understanding of both the work and the organizational culture. 

Figure 3 | Rehiring Previously Laid Off Employees

Source: SHRM Poll: Financial Challenges to the U.S. and Global Economy (January 2010)

The high number of underemployed 
within the labor market presents 
an opportunity for organizations 
searching for untapped talent.

1. Engineers
2. Nurses
3. Skilled manual tradesmen
4. Teachers
5. Sales representatives

6. Technicians
7. Drivers
8. IT staff
9. Laborers
10.  Machinists/ 

machine operators

Within the past six months, has your organization  
hired back any employees it had previously laid off?

70%
No

30%
Yes
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The underemployed

Underemployment can have several meanings, but all point 
to not using workers to their full productivity and capacity. 
It can mean high-skilled workers in low-skilled and low-wage 
jobs, workers who would like to work full time but are only 
able to find part-time work, or full time workers who are 
not fully occupied either because of seasonal fluctuations or 
lower demand. All three definitions can be applied to many 
workers in the current economy. The January BLS jobs data 
show that while unemployment is above 10% in many states, 
if underemployed workers were added to that percentage, it 
would rise to more than 20% in several states. 

During the recession, many companies cut back on 
workers’ hours. If economic conditions continue to improve, 
demand for goods and services should also eventually rise, 
and employers will begin to increase workers’ hours, thereby 
pulling some workers who are currently underemployed 
back into fully employed status. Another implication is that 
employees working in jobs for which they are overqualified 
may begin to look for new opportunities. This could present 
an excellent opportunity for employers that are starting to 
hire to recruit high-potential job seekers and to fully utilize 
their skills. 
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