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Workers enjoy more protection in countries that have ratified ILO

Convention No. 181 on private employment agencies

World Employment Confederation assessment finds that ILO Convention No. 181
enhances labour market performance and protection for workers compared to
Convention No. 96

Executive Summary

The World Employment Confederation hascarried out an assessment ofthe benefits linked to the ratification of the ILO
Conventionon Private Employment Agencies, 1997 (No. 181) and hascompared countries that have ratified Convention
181 with countries that have ratified ILO Convention No. 96, restricting the use of private employment agencies.

The assessment finds that countries under Convention No. 181 fare better thanthose under Convention No. 96. Notably,
countries that have ratified Convention No. 181 present:

1. Lowerlevelsofinformal andundeclared work;

2. High correlation with democracy

3.  More cooperation between publicand private employment services;

4. Greater protection for freedomof association;

5.  Fullrespectfortherightto strike;

6. Meaningful and constructive social dialogue inthe temporaryagencywork sector;
7. Betterprotection ofagencyworkers byforbiddingfee-charging;

8. Betterwagesforagencyworkers;

9. Controlledand mitigated development ofthe industry.

This shows that countries that have ratified Convention No. 181 enjoy workers with higher levelsof protectionand overall
labour markets that perform better compared to countries that are still stuckunder the restrictive framework of
ConventionNo. 96.

In light ofthese benefits, the World Employment Confederation calls all governments to ratify Convention No. 181 as a key
instrument to improve workers’ conditions and protectionas wellas the performance oftheirlabour markets.

Page 1/11

Tour & Taxis Building - Avenue du Port 86c - Box 302 - B-1000 Brussels - T+32 2 203 38 03 - info@wecglobal.org - www.wecglobal.org



”4»

WORLD
EMPLOYMENT
CONFEDERATION

The Voice of Labour Market Enablers

Background

Since its establishmentin 1967, The World Employment Confederation has been actively advocating for appropriate
regulation of private employment agencies (PrEAs) as a necessary precondition to enable PrEAs to improve the functioning

of labour markets, while at the same time enhancingand protecting workers employed through their services.

The International Labour Organization (1LO)alreadyin 1933, fouryears afterits constitution, dealt with PrEAs, adopting
Convention No. 34 on fee-charging employment agencies calling for their abolition. In 1949, the ILO revised the banon
PrEAs by softening its stance and giving its members the choice between abolition a nd strict regulation of fee-charging

employmentagencies.

In 1997 the ILO moved away from the restrictive approach ontheindustryas it recognisedthe role that “[...] private
employmentagencies mayplayina well-functioning labour market, and[...] the need to protect workers against abuses
[...]*“. As a result, the ILO adopted Convention No. 181 on private employment agencies and its supplementing
Recommendation No. 1882, with the widespread support of workers, employers, and governments.

ConventionNo. 181 and Recommendation No. 188 represent a balanced regulatory framework that allows the ratifying
countryto take advantage of the contribution of private employment agencies and their services to enhance matching
betweenlabourdemand and supplyand protect workers’ rights to freedom of association and collective bargaining, as well
as preventing abuses byrogue operators, who take advantage of regulatoryvacuumand lack of enforcement.

In 2016 Convention No. 181 reached 32 ratifications, surpassing the number of current ratifications (24) for Convention No.
963 and sending a strongsignal that countries are moving away from the old-fashioned and restrictive approach of
Convention No.96.In general, Convention No. 181 is th e 4th most ratified technical up-to-date convention since 19904,

while it ranks 34thamong all the technical conventions adopted so far.

To further promote ratifications of Convention No. 181, the World Employment Confederation has conducted a research
thatcompares countries that have ratified Convention No. 181 with countries that have ratified Convention No. 96 by
measuringthem onvarious dimensions linked to labour market performance and protection of workers.

The World Employment Confederation assessment finds that C181 do betterthan C96, since they showlow rates of
informalwork, and they ensure better protection ofworkers by not charging themanyfeesfortheirservices orbyapplying

equal payinthe majority of cases.

On the basis of these results, The World Employment Confederation encourages those countries that have ratified
Convention No.96to adopt Convention No. 181 as a wayto improve the performance oftheirlabour markets and, as a

result their overall competitive ness®.

1preamble of Convention No.181.
2The International Labour Conference in 1997 adopted Convention No. 181 with 347 votes for, 5 againstand 30 abstentions.
3 ConventionNo. 34 has been classified as shelved convention, nolonger relevant and open for ratification.
4 Right after the Maritime Labour Convention, Safety and Health in Mines Convention, and Maternity Protection Convention.
5See correlation of good labour market performance and economic competitiveness, inthe WEF, Global Competetiveness report 2012-
2013 and BCG and Ciett, "Adapting to Change", 2011.
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Benefits of ratifying ILO Convention No. 181

1. Ratifying Convention No. 181 drives down informal work

Countries that have ratified Convention No. 181 (C181)¢displaysignificant lower | evels of informal work than countries that

have ratified Convention No. 96 (C96). The average rate ofinformalwork inthe two groups of countriesis:

C181 have lower informal work than
C96

521%

EOE3

Figure 1 — Average rate of informal work

This shows that allowing private employment agenciesto operate is a factor contributing to the reduction of informal work.
Indeed, temporaryagency work offers an effective wayto encourage transitions from the informal sectorinto decent work.

Researchshows an inverse correlation between penetration rate of temporaryagencywork and undeclared work?”.

6The full list of C181 can be found on the ILO website, NORMLEX.
7BCG and Ciett, "Adapting to Change", 2011, p. 42.
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Agency work contributes to the fight against undeclared work
Countries with high agency work have lower levels of illegal economic activity
5 TAW penetration [ of workforce]

o #® United Kingdom

RZ=0.41

5 o 15 0 5

1. Galculatad using ihi CUrTEACy SEmEnd aFRruach and (e MIMIC Mathod; far morg information see lllegal economy I% of GOP)"
“The Isflusace of (%0 GEOROTIC Crisis % (0 URBETYFOLNE GCaNOMY in GRrmasy and the sthar DECO-tauntries in 2010:
afituriher] increase” &y Or. Frisdrich Schnsider

Note: 7008 figures used in Order (0 remOvE impact of criss
Source: Fral. Br. Friadrich Schacides, Doparimasi of Econemics, Jehannes Kopler Unkversity of Linz, 2610

Figure 2 — Negative correlation between agency work and undeclared work

The Italian governmentintroduced agency work in 1997 with the intent of reducingunemployment and bringing
undeclared workers intothe formal economy. Since 1997 the penetrationrate ofagencywork grew from0% to 1% in 2007,
whilethe share of illegal work decreased from 27% to 22% and the unemployment rate fell from 11% to 7% overthe same

periods.
Agency work helped reduce unemployment & illegal economy in ltaly
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Figure 3 — The drop of informal work and unemployment rate after the introduction of agency work
8 Ibid.
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2. Convention No. 181 is strongly correlated with democracy

There is a strong correlation between ratification of Convention No. 181 and the democratic development of a country.

Indeed, amongthe 32 C181 onlyFijiis nota democraticregime.

Convention No. 181 is strongly correlated with
democracy

Figure 4 — Number of democratic countries

3. Countries under Convention No. 181 have cooperation between public and private

employment services

ConventionNo. 181 promotes cooperation between public and private employment services®. The number of countries

where thereis cooperationis higherin C181than in C96:

9 For the purpose of this paper, the term private employment services is used toindicate private employmentagencies.
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C181 have cooperation between Public and
Private Employment Services

Figure 5 — Number of countries with cooperation between public and private employment services

This canbe explained withthe opposite a pproach of the two conventions: Convention No. 96 portrays publicand private
employment services as competitors, whereby the existence of the public e mployment services entails that private
employment services should graduallydisappear or should be severely restricted0.

By contrast, Convention No. 181 sees public and private employment s ervices as complementary and calls governments to
promote cooperation between them (art. 13)1%, in line with the employment services convention (Convention No. 88)
alreadyadoptedin 194812,

Cooperation between publicand private employment servicesis an effective wayto streamline matching of labour demand
and supply: by playingand complementing each other’s strengths, public and private employment services enhance labour
market participation andincrease the rate of tra nsition fromunemployment to work. Cooperation may entailexchange of
job vacandes, sourcing candidates, providingcounselling, matchingservices and offer opportunitiesto enhance and
developskills.

4. Convention No. 181 favours freedom of association

Convention No. 181 is a useful instrument to foster and encourage freedom ofassodiation and collective bargaining. These
cornerstone principlesare enshrined bothinthe preamble of ConventionNo. 181 andin articles 4and 11. On the other
hand, Convention No.96issilentonthe freedom ofassodation and the right to collective bargaining.

10See articles 3and5 of Convention No.96
11See also Recommendation No. 188, paragraphs 16 and 17 reinforcing the call for cooperation.
125ee article 11 of Convention No. 88.
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°
Convention No. 181 favours freedom of T 24
association Number of countries where freedom of
association is respected under Convention
No.181
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Figure 6 — Countries where freedom of association is respected

Although it cannot be argued that Convention No. 96 hampers freedom of association, itcanbe seenthat 24 C181 fully
respect freedom of association, as opposed to only 11 C9613,

The majority of countries under Convention No. 181 prohibit strike breaking with te mporaryagency workers

The majority of C181 prohibit that te mporary agency workers are made available to replace striking workers:

@
C181 fully respect the right to strike

EoEa

Figure 7 — Number of countries prohibiting strike breaking with agency work

Although thereis no s pecific prohibitionin Convention No. 181, this prindpleis inline with the protection of therightto
collective bargainingandis further specfiedin Recommendation No. 1884,

13 The number is based onthe observations of the Committee of Experts on the Application of Conventions and Recommendations, see the
ILO NORMLEX website.
14 paragraph 6 of the Recommendation.
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5. Convention No. 181 facilitates social dialogue in the temporary agency work sector

ConventionNo. 181 is beneficial to developing social dialogue inthe temporaryagency work sector. Based on the data
available!s, C181 that have social dialogue inthe temporaryagency work sectorare 7 times more than C96:

Convention No. 181 facilitates social dialogue in
the TAW sector

..........................
...........................
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Figure 8 — 14 C181 have social dialogue in the temporary agency work sector as opposed to 2 C96

6. Countriesunder Convention No. 181 do not charge fees to workers

The World Employment Confederation survey has found that C181 do not charge feesto workers?6, thisis not the case for
C96:

C181 do not charge fees to workers

%0

Number of countries under Convention No. 181
charges fees to workers

V12

Number of countries under Convention No. 96
that charges fees to workers

15BCG and Ciett, op. cit., & Eurofound, “Temporary agencywork and collective bargaining inthe EU”, 2009.

16 Currently the Committee of Experts onthe Application of Conventions and Recommendations is assessing if Suriname is correctly
applying article 7 of Convention No.181. In2009 the Committee requested more information:
www.ilo.org/dyn/normlex/en/f?p=1000:13100:0::N0O:13100:P13100 COMMENT ID:2308506:NO.
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Figure 9 — Countries charging fees to workers

Prohibiting recruitment fees charged is a safeguard for workers'”. Among the C96 that still charge feesthere are Pakistan,

Sri Lanka, and Turkey.

The World Employment Confederation members are committed to this principle and fully respectitas part of their code of
conductalso in countries where Convention No. 181 has not beenyet ratified and where there is no specificregulationon

the industry, e.g. Russia.
Equal payis applied morein countries that have ratified Convention No. 181

The number of C181 that observe the equal pay principle is double thanthat of C96:

Ci81 C96

Table 1: Countries applying equal pay

Although Convention No. 181 does not specify what level of payis applicable for agency workers, since itis national
competence, it still offers the minimum re quirements that countries should observe. These principlescanbe a starting
pointforgovernments to build onand provide better conditions8andindeed 14 C181 have adopted equal pay. The same
cannotbe argued for Convention No. 96, which does not have any provisions on workers’ protection and consequentlyon

wage.
Convention No. 181 does not lead to massive development of the industry

The ratification of Convention No. 181 does not lead to a massive expansion of the PrEAs sectorinthe countriesthat have
ratifiedit. On the contrary, comparing the penetration rate of the temporaryagency workindustry, The World Employment
Confederation finds thatitis lowerin C181thanin C96:

17 No fee chargingis alsoin line with the principle of free placement services that was first established as a standard for public employment
servicesin ILO Convention No. 2 on Unemploymentof 1919 andagain in Convention No.88 in 1949.

18 Article 11 of Convention No. 181.
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Convention No. 181 does not lead to the
massive development of the industry

Figure 10 — Penetration rate of temporary agency work

This result canbe explained bythe aimof Convention No. 181, which is “to allow the operation of private employment
agencies as well as the protection of the workers using their services, within the framework of its provisions” 9. Offeringa

regulatory framework that balances freedom of private employment agencies to operate and protection of workers, can
lead to some restrictions:

C181 C96

25 15
Table 2: Number of countries with licensing systems for private employment agencies

Cis1 C96

11 6
Table 3: Number of countries where reasons for use of temporary agency work exist

Cis1 C96

19 Article 2.3 of Convention No. 181.
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Table 4: Number of countries with sectoral bans on temporary agency work

This shows that Convention No. 181 allows forthe industry to operatein a controlled way. Some restrictions, suchas
licensing, are needed to separate the good private employment agenciesfrom the rogue operators thatcanabuse the
workers. Otherrestrictions can be justified on grounds of general interest to protect the workers, for example for health

and safetyissues.

Although itcanbe arguableifsectoral bans ontemporaryagencywork orreasons forits use are justified ornot, itis a
debate thathas to take place at the nationallevel. It sufficesto underline here that Convention No. 181 canallowforsome
restrictions ontheindustryto protect workers and, as showedinthispaper, the PrEAs sectoris lessdevelopedand more
restrictedinC181thanin C96.

Recommendations and way forward

In the light ofthe benefits ofadopting Convention No. 181, the World Employment Confederation encourage all
governments to ratifythe Conventionto ensure a sound development of the industry, to enh ance protection of workers
and overall improve labour market performance.

Ratification of Convention No. 181 will be alsoinstrumentalto separate the good agencies fromthe rogue agencies that
take advantage of lack of regulation to operate at the expensesofthe reputableindustryandto the detriment of workers’

rights.

The World Employment Confederation hasbeen actively promoting Convention No. 181 since it came into force and,
togetherwiththe ILO, the World Employment Confederation continues to raise awareness onthe importance of this

instrument to enable the private employment agendies to best contribute to the labour market.

The World Employment Confederation therefore calls on trade unions, employers’ associations and all stakeholders to work
togetherto promote Convention No. 181 and help establish balanced regulation for private employment agenciesinorder

to reap the benefits of their contribution to the labour market.
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