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Private employment services enable 
adaptation to change in increasingly 
volatile and complex labour markets

Economic cycles are becoming more volatile, result-
ing in a constant tension between job creation and job 
destruction.  Adapting labour markets to these new 
dynamics is one of the greatest challenges societies 
face today. In this new, complex reality of employment 
markets, the role of labour market intermediaries is 
crucial.  Workers and employers need an intermedi-
ary to react immediately to better match supply with 
demand and ensure that maximum levels of labour 
market participation are maintained.  

Standing as a partner in sound economic times, 
private employment services enable labour markets 
to adapt when economies are facing changes.  The 
industry reduces time lags between recovery and 
job creation. It also helps companies to adapt better 
and faster to economic cycles. The sector provides 
effective workforce solutions that enable employ-

ers to seize opportunities and manage fluctuations 
effectively. It increasingly offers an array of profes-
sional services to deliver work solutions ranging 
from consulting and recruiting to HR services and 
outsourcing.  

Research shows that those organisations which 
strategically combine internal flexibility with the use 
of agency work to address fluctuations in demand 
appear to be best placed to manage increasing vola-
tility and react to market opportunities.

For workers, private employment services offer a va-
riety of work contracts that meet the new diversity of 
expectations and attitudes to work.  The sector com-
bines the flexibility that many of today’s workers are 
looking for with the security that they also need. It 
enables the creation of more work opportunities for 
people and allows jobseekers to quickly find a job. It 
also helps people to acquire and develop their skills 
and competences, contributing to both sideward and 
upward mobility in the labour market.

Private employment services support companies and workers in adapting to seasonal and cyclical changes 
in the economy.  The sector provides innovative and reliable solutions that enable organisations, whether 
public or private, to manage seasonal fluctuation in demand and adapt their workforce needs accordingly.  
Cyclical fluctuations, while less predictable, are increasingly a fact of life as economies alternate between 
periods of positive and negative growth. Private employment services have developed as part of the solution 
to meet an increased volatility in labour demand and to support organisations in adapting to the impact that 
each cycle has on their employment levels.  

However, the increased incidence of structural changes in recent years has brought a new set of challenges 
to economies and labour markets.  Globalisation, demographic evolution, sectoral and IT shifts, unpredict-
ability and complexity combined with new attitudes to work have resulted in economies across the world 
experiencing deep structural shifts. For labour markets, the consequences are severe: persistent high level 
of unemployment (which hits young people disproportionately hard), the need for new skills for new jobs, 
low occupational and geographic work mobility, a risk of segmentation of labour markets, low labour mar-
ket participation rates (especially for women and older workers) and the need to reconcile diverse forms of 
labour relations with decent working conditions. 

As leading service providers, private employment agencies are well placed to enable adaptation to these 
structural changes. With its international reach and specialised market knowledge, the sector facilitates 
adaptation to change in labour markets that are becoming increasingly complex, volatile and unpredictable.

The Boston Consulting Group/Ciett study finds that the private employment sector stands for a number of 
characteristics that help labour markets to remain and become more efficient, and making it a valuable 
employment partner for governments, companies and workers in the decades to come.
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Factual evidence

• �When plotted against the overall em-
ployment rate, the private employment 
services industry picks up several months 
earlier in times of recovery.

• �Private employment services reduce the 
time-lag between recovery and job crea-
tion: There is a one-to-one correlation 
between the evolution of the number of 
agency workers assigned and the evolution 
of GDP.

• �When asked about the main reason they 
decided to work through private employ-
ment agencies, 60% of agency workers 
in France answered “to find a job quickly”. 

• �The majority of agency workers from the 
UK (66%), Poland (60%), Netherlands (58%) 
and Belgium (52%) agree with the state-
ment “agency work helps in having 
a balanced life”.

Private employment services reduce 
both structural and frictional 
unemployment

As labour market intermediaries that increase 
transparency, the private employment services con-
tribute to reducing the two dimensions of unemploy-
ment:  structural unemployment - by creating new 
jobs and skills; and frictional unemployment - by 
ensuring a better and faster match between supply 
and demand in labour markets. 

The sector is an engine of job creation and increases 
the range of job options available.  It contributes to 
matching supply with demand in the workplace and 
is able to do this on a global scale, addressing the 
emerging mismatch of talent and demand between 
geographies and sectors. 

With labour markets in perpetual motion, jobs are 
being both created and destroyed on a constant and 

daily basis. In this dynamic context, active labour 
market policies with strong cooperation between 
public and private employment services are needed 
if economic growth and inclusive labour markets are 
to be maintained.  

The ability of private employment services to deliver 
jobs ahead of the classic job creation curve makes 
the sector an important partner in managing fluc-
tuations effectively.  Private employment services 
actually start to create jobs even at very low levels 
of GDP growth and effectively jump-start economies. 

In addition, by providing an organised and regulated 
form of flexible work, responsible private employ-
ment services contribute to eliminating the most 
precarious forms of employment: illegal and unde-
clared work.

Factual evidence

• �Unemployment and agency work rates 
follow inverse patterns: The higher the 
agency work penetration rate, the lower 
the unemployment rate.

• �Private employment services create jobs: 
In the USA, private employment services 
provided 401,000 new jobs in 2010, the larg-
est annual growth posted since 1994.  In 
Europe, since the low point of the economic 
crisis in 2009, the sector has provided up to 
mid 2011 at least 900,000 new jobs on top of 
the 3 million agency workers that have re-
mained employed throughout the downturn. 
This builds on the performance during the 
period from 2002 to 2007 when there were 
1.3 million new jobs in the industry.  

• �Agency work does not substitute perma-
nent contracts: 74% of user organisations 
would not consider hiring permanent work-
ers as an alternative to taking on agency 
workers and 62% of them would not have 
created jobs if they had no access to private 
employment services.
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• �Private employment services contribute 
to reducing undeclared work: There is an 
inverse correlation between the level of ille-
gal economic activity and the level of agen-
cy work penetration. In Italy, agency work 
was introduced legally by the government in 
1998 as a means to fight undeclared work. 
In Belgium, private employment services 
play a key role in distributing “services 
cheques” turning undeclared domestic 
cleaning staff into formal workers.

• �In Australia, recognising the efficiency of 
the private sector, the government has 
completely outsourced its public employ-
ment services to private and non-profit 
organisations. Compared with the situa-
tion before outsourcing, the current system 
is showing about three times the output 
performance with approximately one third 
of the costs.

Private employment services drive 
down segmentation of labour markets

Segmentation of labour markets can be character-
ised by a low level of participation and low geo-
graphical and occupational mobility. The transition 
function that private employment services provide is 
crucial in maintaining inclusive labour markets with 
high levels of participation.

By identifying where employment needs exist and 
matching them with labour supply, private employ-
ment services provide a stepping-stone function that 
enables people to transition from education to work, 
from unemployment to employment and from job to 
job.  They also enable people to transition from part-
time work to full-time work (and vice-versa) and 
between sectors in line with economic demand.

This role of “transition agent” is particularly relevant 
among young and disadvantaged groups (e.g. ethnic 
minorities, women returning to the labour market, 
older workers). This is because private employment 
services provide easy access to the labour market 

(they assist job seekers in finding the right posi-
tion), allow employers to recruit these disadvantaged 
workers with a low risk (probation period) and offer 
contractual arrangements that meet the constraints 
of this group of workers (need to gain confidence 
again by working part-time or for a limited period of 
time at the outset).

By contributing to reducing illegal work and provid-
ing work opportunities for people who are furthest 
away from employment, the PrES industry  plays a 
key role in maximising labour market participation, 
therefore contributing to a more inclusive society.

Factual evidence

• �An estimated 12 million workers in Eu-
rope each year use the services of private 
employment agencies to enter the labour 
market, change jobs, upgrade skills or 
move toward permanent positions. 

• �Private employment services provide a 
stepping stone: In South Africa, just 15% 
of workers were in jobs before access-
ing agency work; the figure rises to 61% 
afterwards. In France, just 11% of workers 
had jobs before they took up agency work, 
and this figure jumps to 66% working due 
to agency work.  In Norway, the percentage 
of people employed jumped from 16% to 
65% due to agency work. In Sweden, labour 
market participation of agency workers 
rose from 34% to 85%.

• �Private employment services help young 
people to enter and stay in labour mar-
kets: 35% of agency workers in Europe are 
under 25 years of age. Agency work is often 
their first opportunity to gain work experi-
ence. 

• �Target groups benefit from private em-
ployment services: 66% of agency workers 
were unemployed before seeking help from 
private employment agencies. In addition, 
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older workers (over 50 years) represent 
an increasing share of agency workers: in 
France and Belgium, the share of older 
workers as a percentage of agency work-
ers is increasing at twice the rate of older 
workers in the wider labour market. 

• �Across Europe, agency work is recognised 
as an effective channel to find a first job 
(from 92% of population in the UK and 
86% in Belgium to 71% in Italy and 59% 
in Germany) as well as to find a full-time 
job (from 90% in the UK and 78% in the 
Netherlands to 43% in Germany and 40% 
in Italy).

Private employment services 
contribute to matching and 
developing the skills needed 
in labour markets

Shifting global demographics are creating a sig-
nificant mismatch of talent around the world with 
labour shortages growing in the USA, Japan and 
Europe while the southern hemisphere is facing the 
prospect of more workers than jobs – and often, 
where jobs are available, workers do not have the 
skills needed. In addition to dealing with seasonal 
skills fluctuations, the industry enables the adapta-
tion of skills to structural changes.     

The activities of private employment services not 
only reflect sectoral shifts but also help economies 
to adapt to them. The industry is helping workers to 
move from declining sectors to in-demand ones. By 
providing access to vocational training, the sector 
also helps to plug the talent gap and to develop a 
higher-skilled workforce. Re-skilling and up-skilling 
lie at the very core of the sector and are central to its 
role in meeting demand with supply in employment 
markets.

By acting as an agent for workers, private employ-
ment services also help them to access the next 
assignment and ensure that they can transition 

easily to further employment.  Vocational training for 
agency workers is demand-driven and organised in 
close cooperation with user companies with a short-
term and pragmatic approach catering especially 
well to lower skilled workers. As a result, agency 
workers can make sideward and upward transitions 
across sectors and geographies to benefit their 
career path.

Factual evidence

• �Private employment services adapt skills 
to sectoral shifts: In the USA, the profes-
sional sector (i.e. higher skilled agency 
workers) today accounts for 55% of the 
staffing market compared with just 36% 
back in 1995, reflecting the overall demand 
for a higher skilled workforce. In France, 
the percentage of agency workers placed 
in service industries has risen some 10% in 
the past ten years, reflecting and accompa-
nying the shift to a more services-oriented 
economy.

• �Private employment services create skills: 
In 7 European countries (Belgium, France, 
Luxembourg, Netherlands, Italy, Spain and 
Austria), sectoral training funds managed 
by social partners have been established to 
facilitate access to vocational training for 
agency workers. More than € 500 million 
are invested every year by these training 
funds in schemes specifically designed for 
agency workers.

• �In the Netherlands, agency workers 
receive substantially more training than 
fixed term workers and regularly undergo 
training to find new job opportunities.  Due 
to the heavy representation of younger 
people in private employment services, 
70% of agency workers undergoing training 
are younger than 35 whereas only 50% of 
permanent workers trained fall within this 
age bracket.
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Private employment services deliver 
decent work

The challenge for economies around the world is 
to marry workforce adaptation to change with the 
need for decent jobs as laid out in the International 
Labour Organisation’s Decent Work Agenda.  The 
organised and regulated private employment sector 
provides decent work and offers particular advan-
tages when compared with other forms of external 
flexible work such as on-call work, fixed term con-
tracts and outsourcing which can be very precarious 
for workers.  

Because agency workers are the employees of the 
private employment agencies (whether temporary 
or permanent), the sector is in a unique position to 
negotiate their employment and working conditions. 
Where relevant, these employment and working 
conditions are negotiated with trade unions as the 
agency workers’ representatives. Therefore, as the 
only form of flexible work organised as a sector on 
its own, the industry itself has concluded a large 
number of collective labour agreements with trade 
unions at national level, especially in Europe. As a 
result, agency workers are being protected by rights 
negotiated through collective bargaining, whether at 
sectoral or user-company level.

As such, the private employment sector is an 
enabler of social innovation.  It has organised new 
ways to secure social protection for workers under 
labour relations that are different from permanent 
contracts. In several countries, the industry has 
developed schemes to ensure the portability and 
transferability of the agency workers’ rights (health 
insurance, complimentary pension schemes, and 
vocational training). 

In Europe, private employment agencies are often 
viewed as the embodiment of flexicurity due to their 
combination of flexibility and security for both com-
panies and workers.

By promoting the need for proper regulation of the 
industry and encouraging strengthened quality 
standards, private employment services are respon-

sible employers working towards the sound and 
sustainable development of the sector. The industry 
is strongly committed to work hand-in-hand with 
governments and trade unions to fight abuses and 
illegal practices arising from untrustworthy, unethi-
cal and rogue private employment agencies as all 
parties have a common interest in doing so.

Factual evidence

• �The industry is committed to develop-
ing constructive social dialogue: In more 
than 25 countries around the world (18 
in Europe, 7 outside Europe), the use of 
agency work is being regulated by collective 
labour agreements, whether negotiated at 
cross-sectoral, sectoral and/or user com-
pany level.  In 2010 the Japanese Staffing 
Services Association (JASSA) signed a joint 
declaration with Rengo, the Japanese trade 
union confederation, on how to improve the 
treatment of agency workers and promote 
fair practices within the industry. 

• �These collective labour agreements led to 
the establishment of bipartite funds jointly 
managed by sectoral social partners in 
several countries, providing agency work-
ers with extra protection through training 
(Belgium, France, Luxembourg, Nether-
lands, Italy, Spain and Austria), health & 
safety (Belgium, France, Netherlands), pen-
sions (France, Netherlands, Italy, Switzer-
land) and complementary social benefits 
(Belgium, France, Netherlands, Italy).

• �The industry works closely with the Inter-
national Labour Organisation and inter-
national trade unions (ITUC, UNI Global) 
to promote the adoption of appropriate 
regulation on agency work in countries 
where such regulation does not yet exist, 
putting forward the provisions of Conven-
tion n°181 on private employment agencies 
as guidelines.
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• �The industry has developed specific tools 
to ensure that quality standards and 
regulation (whether by law or collective 
bargaining) are being enforced: In France 
(CPPNTT), Belgium (CNT) and the Nether-
lands (SNCU & SNA), bipartite bodies are 
in place to monitor and ensure compliance 
with existing regulation of agency work. 
In Belgium and Portugal, an Ombudsman 
has been established to deal with com-
plaints from agency workers and to look 
for remedies. In Sweden and the Nether-
lands, where no licensing schemes exist, 
a certification system is in place to check 
conditions under which private employment 
agencies operate.

• �When asked about their working conditions, 
satisfaction among agency workers is very 
high. Across Europe, a very large percent-
age of agency workers would recommend 
agency work to their family or friends, 
ranging from 83% in the UK and 76% in 
Poland to 74% in Belgium, 69% in France, 
62% in the Netherlands and 55% in Italy. In 
France, 91% of agency workers have a posi-
tive perception of agency work (more than 
any other types of public, be they jobseek-
ers, public or private sector workers or 
students): 93% are happy with their work, 
89% with their work-life balance and 79% 
with their salary.

Efficient labour markets need 
appropriate regulation FOR private 
employment services 

In many countries, the private employment services 
industry already plays a key role in facilitating the 
adaptation to change, be it seasonal, cyclical or 
structural. However, in several others, the contri-
bution of the sector to enabling change adaptation 
is still hampered by inappropriate, unbalanced 
regulation. In some cases, the industry cannot rely 
on a clear and stable legal environment due to the 

lack of legal recognition of this specific triangular 
employment relationship. In some other cases, the 
industry still operates in a regulatory framework that 
was adopted decades ago, at a time when labour 
markets were substantially different. As a result, 
private employment services face conditions that are 
now outdated - such as the limitation of services and 
labour contracts to be provided, sectoral bans, too 
limited a number of reasons of use and too limited 
maximum duration of assignments. 

In order to assess how to optimise the contribution 
of the private employment services industry to better 
functioning labour markets, The Boston Consulting 
Group and Ciett have devised two indicators:

- �A Regulatory Efficiency Index based on the 
regulation of private employment services in 
place in each national market. 

- �A Labour Market Efficiency Index, based on 6 
objective criteria calculated for each country: 
overall employment rate, employment rate 
15-24, employment rate 55-64, annual hours 
worked, labour participation rate and unem-
ployment rate. 

Explanatory note

To explore what would be the optimal regu-
latory framework for private employment 
services in order to deliver better function-
ing labour markets, The Boston Consulting 
Group and Ciett have indentified four main 
types of environment in which private em-
ployment services currently operate:

1. �Market driven – Countries where private 
employment services and labour laws are 
relatively liberalised and corporations en-
joy a high degree of freedom in determin-
ing the most suitable form of employment.  
Self-regulation also plays an important 
role in this cluster.
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2. �Social dialogue based – Countries where 
private employment services and labour 
laws are strongly influenced by negotia-
tions between the social partners.  In this 
environment social partners have the free-
dom to determine rules by negotiation.

3. �Legislator driven – Countries where 
private employment services and labour 
law are mainly determined by government 
bodies and legislation both at national and 
regional level, with formal legislation com-
prising the main basis for labour law.

4. �Emerging – Countries where private 
employment services are still young and 
labour laws and legislation are still being 
developed.  Legislation is evolving with 
significant informal work in some cases.

Three important subgroups were identified 
within the Social Dialogue based environment 
creating a total of six types of country cluster 
in which private employment services operate. 

When the country clusters are mapped against the 
Labour Market Efficiency Index, it becomes apparent 
that labour markets perform differently based on 
the characteristics of the environment. The market 
driven and Social dialogue based markets consist-
ently perform better and display greater efficiency 
than those operating within a legislator driven envi-
ronment (due to some outdated limitations on ser-
vices and barriers to entry that the system places on 
private employment services and the lower capability 
of social partners to define the appropriate level of 
regulation). Emerging markets also demonstrate 
higher levels of inefficiency as their legal frame-
works and social systems are still in development 
and do not enable the private employment services 
to play a role.  

Importantly, the report does not seek to recommend 
one type of cluster over another. Indeed it acknowl-
edges that there is no “one size fits all” solution and 
produces strong evidence to suggest that regulation 

must be relevant to the culture, values and priorities 
of the market and its society.

While the private employment services industry has 
clearly developed differently in each cluster, it is a 
fact that when appropriately regulated, the sector 
is able to increase labour market participation by 
creating jobs, supporting the reduction of illegal 
work, attracting disadvantaged people to the labour 
market and allowing for more work opportunities 
and job options.

Factual evidence

• �Countries with no specific regulation on 
agency work, or outdated regulation, rank 
poorly in terms of Regulatory Efficiency 
Index (such as Turkey, Argentina, Chile, 
Greece, Luxembourg, Spain) while more 
mature markets in which regulation of 
private employment services has been de-
veloped and adjusted regularly to the needs 
of the labour markets show top scores (e.g. 
Netherlands, Sweden, USA, Denmark, UK, 
Australia, Belgium, Germany, France).

• �Countries showing higher scores of labour 
market efficiency are the ones where the 
private employment services industry 
has been able to operate for many years 
(with the notable exception of France). By 
contrast, countries in which the sector 
has been opened only recently (e.g. Chile, 
Eastern Europe) or is still not appropriately 
regulated (e.g. Mexico, Luxembourg, Spain, 
Portugal) score lower.

• �Labour market effectiveness greatly influ-
ences countries’ competitiveness: there is 
a direct correlation between the scores of 
the Labour Market Efficiency Index and the 
World Economic Forum Competitiveness 
Index. 
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Moving forward

The report underlines that the industry is uniquely 
placed to support governments, companies and 
workers to cope with accelerating dynamics in 
labour markets and manage change, whether sea-
sonal, cyclical or structural. 

The report makes a number of recommendations for 
policymakers at international, regional and na-
tional level underlining that the private employment 
services sector can maximise its contribution to sus-
tainable growth and play its role in offering solutions 
to meet the new economic reality.

1. �Policymakers should ensure that the regu-
latory framework in place for the private 
employment services sector is appropriate 
thereby enabling it to play its role fully.

a. �In countries where no specific regulation 
exists for the industry, a legal framework 
should be adopted; this could be achieved 
by using the ILO Convention n°181 on 
private employment agencies as a frame-
work. Social partners should be closely 
associated in the definition of such a regu-
latory framework

b. �In countries where specific regulation al-
ready exists, policymakers should regularly 
review the conditions and restrictions that 
apply to the use of private employment 
services, to ensure that they are not out-
dated or no longer justified based on the 
new reality of the labour market.

2. �Policymakers should recognise that the pri-
vate employment services industry is a sector 
on its own. As such, it should benefit from 
the freedom to collective bargaining and, if 
relevant, be able to negotiate with trade unions 
on the level of regulation and working condi-
tions of agency workers.

3. �Appropriately regulated private employment 
services should be involved by policymakers 
in the designing and implementation of active 
labour market policies - particularly through 
the development of public-private cooperation. 
Their contribution to facilitating transitions in 
the labour market, to increasing labour mar-
ket participation by creating jobs and reduc-
ing undeclared work and to delivering decent 
work should be included in public employment 
policies. 

Private employment services enable labour markets 
to adapt to change. In order to further enhance its 
contribution to decent work and better functioning 
labour markets, the sector also pledges to deliver a 
number of key actions.

1. �The sector commits to work alongside all rel-
evant stakeholders including social partners 
in order to optimise regulation on private 
employment services. It will put emphasis on 
gaining further ratification of the ILO Conven-
tion 181 on private employment agencies and/or 
ensuring that the key provisions of the Conven-
tion are being transposed in as many countries 
as possible around the world.

2. �The sector commits to ongoing action to 
improve the governance and the quality 
standards of the industry around the world.  
It will push and support the establishment of 
national federations of private employment 
services in countries where none yet exist. It 
will enhance quality norms and codes of con-
duct and promote the adoption of complaints 
and remedies procedures to handle cases of 
malpractice.

3. �It commits to becoming an active career agent 
for workers and representing more widely 
the challenges and opportunities of today’s 
workplace and the initiatives needed, including 
up skilling, social innovation, career guidance 
and effective transitions in order to ensure 
decent work for all. To achieve this, the private 
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employment sector pledges to make further 
investments in more and better training of its 
own staff and agency workers. 

4. �The sector will undertake greater communica-
tion efforts to explain the role that the indus-
try plays in contributing to efficient labour 
markets and to fight against the unethical 
and illegal side of the industry. In addition to 
conducting further research and investigations 
in conjunction with trade unions, the sector 
pledges to work with them to fight abuses and 
illegal practices arising from untrustworthy, un-
ethical and rogue private employment agencies 
as both parties have a common interest in doing 
so. These unscrupulous agencies damage the 
image of the well-organised and responsible 
agencies, represent unfair competition and lead 
to the unacceptable abuse of workers.  

5. �The sector commits to expanding its role as a 
labour market intermediary partnering with 
all relevant stakeholders to deliver inclusive, 
well functioning, sustainable labour markets 
with high levels of participation and a coor-
dinated approach to matching supply with 
demand.




