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ABOUT THIS GUIDE

Introduction

The question every growing company faces at some point is deceptively simple: should we hire directly,
use a staffing agency, or work with freelancers? The answer is rarely obvious — and the wrong choice
costs far more than most organisations anticipate.

A failed direct hire costs an average of $28,000-$45,000 in recruitment fees, onboarding investment,
and lost productivity. A poorly managed freelancer relationship can delay a product launch by months.
An under-vetted staffing agency can place candidates who leave within 90 days.

This guide provides an objective, data-driven comparison of all three approaches — across cost, speed,
quality, risk, and scalability. It also shows where specialised pre-vetted staffing partners like AB7
Solutions fit into the picture and when they represent the highest-ROI option.

Companies that use structured staffing partnerships for remote roles reduce their average time-
to-productivity from 90 days to 45 days and cut first-year attrition by 47%. (LinkedIn Talent
Solutions, 2025)

KEY
FINDING
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CHAPTER 01

The Three Hiring Models: An Overview

Before diving into detailed comparisons, it's important to understand what each model actually involves
— and what assumptions companies commonly make about them that turn out to be wrong.

1.1 Model Definitions

Model How It Works

Direct / In-House Hiring Your company manages the full recruitment cycle: job posting,
screening, interviewing, offers, onboarding. You own every stage.
Requires internal recruiting capability or external recruiters on
retainer.

Traditional Staffing Agencies A third-party agency sources and initially screens candidates.
They typically place workers on their own payroll (temp staffing)
or facilitate a direct hire (contingency recruiting). Quality varies
enormously by agency.

Freelance Platforms Marketplaces (Upwork, Fiverr, Toptal, etc.) connect you directly
with independent contractors. You manage sourcing, vetting,
contracts, and payments. Most suitable for project-based or
specialist work.

Pre-Vetted Staffing (AB7 Model) A specialist partner pre-screens candidates to a high standard
before you see them. Combines the speed and breadth of an
agency with the quality rigour of direct hiring. Candidates are
dedicated to your team, not shared.

1.2 Common Misconceptions

Misconception Reality Verdict

"Direct hiring gives best quality" Only true if you have strong internal FALSE (conditional)
recruiting. Without expertise, direct
hiring produces lower-quality
shortlists than specialist agencies.

"Freelancers are always cheaper" Hourly rates appear lower, but FALSE
management overhead, rework,
and no-commitment risk often make
total cost higher than salaried hires.

"Staffing agencies are all the same"  Quality ranges from outstandingto ~ FALSE
negligent. Vetting rigour,
specialisation depth, and candidate-
to-client matching vary enormously.

"In-house hiring is faster" The average time-to-hire for a FALSE
technical role via direct hiring is 42
days. A pre-vetted staffing partner
can deliver a shortlist in 5 days.
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Misconception RCE14Y
"Agency fees make them more When you account for recruiter
expensive" salaries, job boards, ATS software,

and opportunity cost, agency fees
often represent a cost saving.

Verdict
OFTEN FALSE
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CHAPTER 02

Cost Comparison: The True Numbers

Cost comparisons between hiring models are frequently misleading because they focus only on the most
visible cost (the agency fee or the salary) while ignoring the hidden cost drivers that often dwarf the
headline figure.

2.1 Full Cost-of-Hire Breakdown

Cost Component Direct Hiring Staffing Agency | Freelance Platform
Job Board / Advertising Included $500-$2,000 $0 (platform fee)
Recruiter / Agency Fee $0 (internal cost) 15-25% of salary Platform fee 10-20%
Internal Recruiter Time Cost $3,000-$8,000 $500-$1,500 $1,500-%4,000
ATS / Hiring Software $200-$800/month Included in fee Included in platform
Interview Hours (panel) $1,500-$4,000 $800-$2,000 $600-$1,500
Background / Reference $100-$300 Often included Rarely included
Checks

Onboarding Investment $1,000-$3,000 $1,000-$3,000 $500-$1,000
Time-to-Productivity Cost $8,000-$15,000 $4,000-$8,000 $6,000-$12,000
TOTAL ESTIMATED COST $14K - $33K $10K — $25K* $9K — $20K**

* Agency fee on $60K salary = $9,000-$15,000, offset by reduced internal costs. ** Freelance costs rise
sharply with project complexity and churn. Both figures assume a mid-level role.

2.2 The Hidden Cost Most Companies Ignore: A Failed Hire
No cost comparison is complete without accounting for failure probability. The cost of a failed hire — an
employee who leaves within 12 months or is terminated — is typically 1.5-2x their annual salary.

Cost Category Estimated Impact

Recruitment repeat cost $10,000-$30,000 (full process repeated)

Lost productivity during vacancy $5,000-$20,000 (work not done, team coverage)

Manager time on performance $3,000-$8,000 (documented time cost)

management

Team morale & cohesion impact Unquantified but real — often affects 2—3 other team members
Customer / project impact $0 — $100,000+ (role-dependent)
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Cost Category Estimated Impact
TOTAL FAILURE COST (MID-LEVEL $18,000 — $58,000+
ROLE)

P AB7 Solutions offers a 90-day performance guarantee on all placements. If an AB7-placed
professional does not meet performance expectations within 90 days, we replace them at

no additional cost.

GUARANTEE
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CHAPTER 03

Speed Comparison: Time-to-Hire & Time-to-
Productivity

In fast-growing companies, every week a role is unfilled has a direct cost: delayed projects, overloaded
team members, and missed revenue. Speed is not a secondary consideration — for many organisations,
it is the primary hiring objective.

3.1 Time-to-Hire Benchmarks by Model

Stage Direct Hiring Staffing Agency / Freelance Platform
AB7

Job posting live Day 1 Day 1 Day 1

First qualified applications Week 2-3 Day 3-5 Day 1-2

Shortlist ready for interview Week 3—4 Week 1-2 Week 1

Interviews completed Week 4-6 Week 2-3 Week 1-2

Offer accepted Week 6-8 Week 3—4 Week 1-2

Start date Week 8-12 (notice Week 4-6 Week 2-3
period)

MEDIAN TIME-TO-HIRE 42 days 21 days 14 days

3.2 Time-to-Productivity: Where Freelancers Fall Behind
Time-to-hire is only half the picture. A hire who starts quickly but takes 6 months to reach full productivity
provides less value than a hire who starts slightly later but performs at 100% within 45 days.

Model Time-to-Productivity

Direct Hire (with onboarding plan) 60-90 days to full productivity. Investment in onboarding pays off

at month 4+.
Staffing Agency (pre-vetted like 45-60 days. Pre-vetting reduces integration time. Dedicated
AB7) professionals adapt faster.
Freelancer (generalist platform) 30 days for simple tasks; 90—120 days for complex integration

work requiring product knowledge.

Freelancer (specialist platform, e.g., 30-45 days. Higher initial calibre reduces ramp time.
Toptal)
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CHAPTER 04

Quality Comparison: Who Delivers the Best Talent?

Quality is the dimension where the models diverge most significantly — and where the gap between a
good implementation and a poor one is widest. The same hiring model can produce excellent or
catastrophic results depending on execution.

4.1 Quality Scorecards

Model 1: Direct / In-House Hiring Overall Score: 6.5/10

ADVANTAGES

Full control over candidate experience and selection
Deep culture alignment when hiring managers are skilled
No agency markup on compensation

Long-term employer-brand benefit

LIMITATIONS

X Requires strong internal recruiting capability (most companies lack this)
X No pre-vetting — all screening falls to your team

X High selection bias risk without structured process

X Average shortlist quality limited by recruiter's network depth

Model 2: Traditional Staffing Agency Overall Score: 6.0/10

ADVANTAGES

Broader network access than most in-house teams

Faster shortlist generation

Agency assumes sourcing burden

Some pre-screening reduces interview volume

LIMITATIONS

X Quality of vetting varies enormously — often superficial

X Financial incentive to place rather than perfect match

X Candidates often shared across multiple clients simultaneously
X Limited sector specialisation in generalist agencies

Model 3: Freelance Platforms (Generalist) Overall Score: 5.5/10

ADVANTAGES

Very large candidate pool
Fast access to project-based help
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Transparent ratings and reviews (with caveats)

Good for short-duration, clearly scoped work

LIMITATIONS

X Self-reported skills frequently overstated

X High attrition — top freelancers leave for better-paying clients
X No commitment beyond current project

X Poor fit for complex, collaborative, or confidential work

Model 4: Pre-Vetted Staffing (AB7 Solutions)

ADVANTAGES

7-stage vetting eliminates 80%+ of unqualified candidates before you see them
Dedicated, not shared — professional works exclusively for your team

90%+ 12-month retention (vs. 55-65% industry average)

Sector-specific specialists (healthcare, tech, ecommerce, fintech)

90-day performance guarantee with free replacement if not satisfied
LIMITATIONS

X Higher per-hire fee than generalist agencies (offset by lower failure rate)
X Works best for full-time dedicated roles — not ideal for one-off projects
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CHAPTER 05

Risk Assessment by Model

Every hiring decision carries risk. Understanding the specific risk profile of each model allows you to
choose the approach that matches your organisation's risk tolerance, timeline, and internal capability.

Risk Dimension

Direct Hiring

Staffing Agency /
AB7

Freelance

Candidate Quality Risk

Speed Risk

Retention Risk (12-month)

IP / Confidentiality Risk

Compliance / Legal Risk

Cost Overrun Risk

Scaling Risk

/\ Medium (recruiter-
dependent)

X High (42-day avg.)

/\ Medium (65-70%
retain)

Low (employment
contract)

Low (direct
employment)

/\ Medium (hidden
costs)

X High (linear effort
to scale)

/\ Medium—High X High (self-reported
(agency variable) skills)
Low (21-day avg.) Low (14-day avg.)

/\ Medium (70-75%
retain®)

X High (40-55%
complete engagements)

Low (contract in /\ Medium (contract
place) discipline varies)

X High
(misclassification risk)

Low (agency
manages)

Low (fee is X High (scope creep,

predictable) rework)
Low (agency /A Medium
scales) (management overhead
scales)

* AB7 Solutions 90-day guarantee and structured onboarding significantly reduces retention risk versus

general staffing agencies.
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CHAPTER 06

When to Use Each Model

The right hiring model depends on the nature of the role, your organisational capacity, timeline, budget,
and strategic priorities. Use this decision framework to choose the optimal approach.

6.1 Decision Framework

Scenario Direct Hiring Pre-Vetted Agency Freelance
(AB7)
Core long-term role, 12+ Best choice — If internal recruiter X Poor fit
months ownership, alignment, is strong
equity
Role needed within 30 days X Too slow Best choice — /\ Only for isolated
fastest qualified route tasks
Specialised technical skills /\ Hard to screen Best choice — /\ Risk of skill
(ML, DevOps, RCM) without internal specialist agency misrepresentation
expertise network
Seasonal / project-based work X Overengineered /\ Feasible but costly Best choice for
(< 6 months) bounded scope
Healthcare / HIPAA-sensitive /\ Compliance Best — AB7 X Compliance risk
roles burden on you provides HIPAA-
trained talent
Scaling from 1 to 10 hires X Internal bandwidth Best choice — AB7 X Management
rapidly breaks manages at scale overhead grows
Budget under $2,000/month Direct may be /A Minimum Viable for simple
cheapest at small engagement project work
scale thresholds may apply

6.2 The AB7 Solutions Sweet Spot

Based on the framework above, AB7 Solutions delivers the highest ROI in these specific scenarios:

* Full-time or part-time dedicated professionals in specialised roles (healthcare, IT, finance,
ecommerce)

* Roles needed in 7-60 days where quality cannot be sacrificed for speed

» Companies scaling remote teams from 1 to 50+ professionals without building an internal HR
function

* Organisations in regulated industries (healthcare, fintech) that need pre-compliance-screened
professionals

+ Companies that have experienced a failed hire and want a guaranteed replacement model
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CHAPTER 07

Making the Decision: A Scoring Framework

Use this weighted scoring model to objectively evaluate which hiring approach is right for your specific

situation. Score each factor 1-5, multiply by the weight, and total the scores.

Evaluation Factor Weight

How urgent is this hire? (1=not x 3
urgent, 5=critical)

How specialised are the skills x 3
required? (1=generic, 5=niche)

How important is long-term x 2
retention? (1=low, 5=critical)

What is your internal recruiting x 2
capability? (1=none, 5=strong)

How sensitive is the data/work? x 2
(1=public, 5=confidential)

How likely are you to scale this role  x 2
type? (1=unlikely, 5=certain)

WEIGHTED TOTAL (max 70)

Your Scores

Direct: _ Agency:

Freelance:

Direct: __ Agency:

Freelance:

Direct: __ Agency:
Freelance:

Direct: _ Agency:

Freelance:

Direct: __ Agency:

Freelance:

Direct: _ Agency:

Freelance:

Direct: ___ Agency:
Freelance:

Highest score = recommended model. If Agency scores highest and your need
SNV matches AB7's specialisations (healthcare, tech, finance, ecommerce), contact our
team for a 30-minute discovery call.

Not Sure Which Model Is Right for You?

Book a free 30-minute consultation with an AB7 Solutions talent advisor. We'll analyse your

needs and give you an honest recommendation — even if the answer isn't us.
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