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Abusive Subcontracting 
and Unregulated Labour 
Intermediation:  
A Rising Threat to  
Decent Work

Abusive subcontracting practices and unregulated labour intermediation are two structural  
issues of an exploitative business model that increasingly dominates several sectors of the  
economy. This model disproportionately harms mobile and migrant workers, who are among  
its primary victims.

Exploitative conditions in EFFAT sectors often originate from informal and non-transparent  
recruitment processes led by labour intermediaries, whose activities remain largely un-
regulated across Europe. These intermediaries—operating as either agencies or indivi-
duals—may be based in the workers’ countries of origin or in the countries of destination.  
They connect labour supply with demand, often imposing excessive fees on workers for re-
cruitment, travel, and accommodation. When labour intermediation leads to severe exploita-
tion, it is known as gangmaster practices.

Another means by which many workers access the labour market in our sectors is through a  
subcontracting firm. In principle, subcontracting should be driven by the need for speciali-
zed expertise or to outsource non-core tasks that fall outside a company’s main operations. 
However, evidence shows that subcontracting in our sectors is increasingly used to perform 
companies’ core activities, which are often carried out at the clients’ facilities by workers 
employed by contractors or by subcontracting firms. These workers do the same tasks in the 
same workplace as direct labour workers, under the client’s authority. Despite this, workers 
in the subcontracting chain work longer hours, get lower wages and suffer more insecuri-
ty. In some cases, subcontractors may even operate as bogus workers’ cooperatives, mana-
ging core functions or entire segments of a company’s main production process or servi-
ces. The longer and more complex the subcontracting chain, the less transparent it is and  
the harder it becomes to enforce legislation and collective agreements.

Abusive subcontracting and unregulated labour intermediation often go hand in hand.  
Subcontracting is increasingly used as a means to cut costs and avoid employer liability, 
allowing companies to circumvent binding labour standards and collective agreements.  
At the same time, labour intermediaries are often used to ensure a steady supply of vulne-
rable workers.

Equal treatment at the workplace in EFFAT sectors is undermined by exploitative practi-
ces that rely on abusive subcontracting practices as well as unscrupulous and fraudulent 
intermediaries. The lack of effective enforcement (inspections and sanctions) allows this 
system to thrive and expand to the detriment of workers and responsible employers. 



Why an
EFFAT Model 
Directive? 

EFFAT has called for a binding EU legal framework on subcontracting and labour interme-
diation since 2020,1 when the meat sector became a vector for the spread of Covid-19 due to 
the poor working and living conditions faced by meat workers exploited in subcontracting 
chains and by unscrupulous labour intermediaries. It was immediately clear to EFFAT that 
this was a cross-sectoral issue with a significant transnational dimension, and that the EU 
had a responsibility to act. 

Since then, EFFAT has launched a call for a specific Directive on labour intermediaries and fair 
working conditions across subcontracting chains in May 2023.2 Together with ETF and EFBWW, 
we have also published a joint position paper3 and we have organised a powerful demonstra-
tion in Strasbourg on 17 September 2024, calling for the end of exploitation in subcontracting 
and labour intermediation. 

The European Parliament will soon be working on an own-initiative report on subcontracting 
and intermediaries. In addition, a resolution4 was recently adopted with a comprehensive 
paragraph supporting the call for a directive on subcontracting and intermediaries. 

Abusive subcontracting practices and unregulated labour intermediation are major drivers 
of social dumping, worker exploitation, and unfair competition. They erode collective bar-
gaining and hinder progress on social policy and workers’ rights. For this reason, limiting 
subcontracting, regulating labour intermediaries, and strengthening both the frequency and 
effectiveness of labour inspections must be a top priority for the EU.

With today’s launch of its Model Directive5 on labour intermediaries and fair working 
conditions across subcontracting chains, EFFAT reiterates its urgent call for real equal 
treatment in the workplace, the elimination of labour abuses, and strengthened capacity 
across EFFAT sectors to attract and retain workers.

In particular, EFFAT urges the European Commission to take inspiration from our Model 
Directive and include a similar initiative in the Quality Jobs Roadmap, now scheduled 
for publication by the end of 2025. 

1 - See Hungry for fairness: raising standards in the meat sector EFFAT’s 10 demands for action at EU level, September 2020.
2 - See the Policy Brief EFFAT Proposal for an EU Directive on labour intermediaries and fair working conditions across 
subcontracting chains, May 2023.
3 - See joint Position Paper with EFBWW and ETF.
4 - See EU Parliament Backs EFFAT’s call for an EU Directive on Subcontracting and Labour Intermediaries, 13 March 2025.
5 - See the text of the EFFAT Model Directive laying down specific rules for fair working conditions  
with respect to subcontracting chains and labour market intermediaries, April 2025.
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https://effat.org/wp-content/uploads/2020/09/Hungry-for-fairness-raising-standards-in-the-meat-sector-10-demands-EN.pdf
https://effat.org/wp-content/uploads/2023/05/EFFAT-Policy-Briefing-Proposal-EU-Directive-on-labour-intermediaries-and-fair-working-conditions-across-subcontracting-chains.pdf
https://effat.org/wp-content/uploads/2023/05/EFFAT-Policy-Briefing-Proposal-EU-Directive-on-labour-intermediaries-and-fair-working-conditions-across-subcontracting-chains.pdf
https://effat.org/wp-content/uploads/2024/04/Brochure-EFBWW-EFFAT-and-ETF-190324-GREEN.pdf
https://effat.org/in-the-spotlight/eu-parliament-backs-effats-call-for-an-eu-directive-on-subcontracting-and-labour-intermediaries/
https://effat.org/wp-content/uploads/2023/05/EFFAT-Model-Directive-on-Subcontracting-and-Intermediaries.pdf
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Objectives
of the EFFAT 
Model Directive

Our vision, as detailed in this policy brief, is for a Directive that promotes equal treatment at 
the workplace, tackling recurrent abusive business practices and the structural issues that 
increasingly define how work is performed in crucial sectors of the economy.

The EFFAT Model Directive on labour intermediaries and fair working conditions across 
subcontracting chains has three key aims:

 	 Ensuring equal treatment across subcontracting chains.

 	 Tackling gangmaster practices and regulating the role of labour 
	 intermediaries. 

 	 Increasing frequency and bolstering effectiveness of labour inspections. 

Such a Directive shall not prejudice the respect for the full autonomy of social partners,  
nor shall it jeopardise their right to negotiate and conclude collective agreements. 

The Directive should lay down minimum requirements. Member States can introduce 
and maintain more favourable provisions. Rights acquired under existing national legal 
frameworks would continue to apply unless more favourable provisions are introduced by 
the Directive. The implementation of this Directive should never be used to diminish existing 
rights for workers, nor should it constitute valid grounds for reducing the general level of 
protection afforded to workers in the areas covered by the Directive.
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1. 	Ensuring equal 
	 treatment across 
	 subcontracting chains

To secure workers’ rights across subcontracting chains we need clear provisions to tackle 
abusive practices, strengthen liability and transparency, and ensure more robust individual 
and collective labour rights. 

Subcontracting should ideally be driven by the need for specialised expertise or technical 
skills that are not available within a company, or to delegate non-essential tasks outside 
the main scope of its business. However, in EFFAT sectors there is growing evidence that 
subcontracting is increasingly used to carry out core business operations. Examples include 
housekeeping or reception services in hotels, as well as deboning, cutting or slaughtering 
in the meat sector. The result is that these core activities are often performed on-site at the 
client’s premises by workers of contractors or subcontracting firms. 

By outsourcing or subcontracting key parts of their business cycle or services, companies 
manage to cut costs and escape their employer liabilities. Consequently, they circumvent 
applicable labour and employment standards and disregard equal treatment. 

For EFFAT, if it is the same job, it must come with the same rights and prerogatives. Moreover, 
subcontracting should only apply for “support business functions”, namely for ancillary or 
peripheral tasks that are not a core part of the main production process or service provided.

The EFFAT Model Directive addresses the following priorities:

 
Tackling abusive subcontracting practices 

Prohibit subcontracting for companies’ core business functions. Core business functions 
are defined as activities that are central to the business operations and/or form part 
of the main production process or service provided. Member States shall define the 
core business functions by economic sector, following an individual or joint request 
by the sectoral social partners, as agreed between the social partners or by agreement 
with the sectoral social partners. Core business functions shall therefore be exclusively 
performed by workers in a direct employment relationship with the client.

Subcontracting should only be possible for businesses’ support functions. Member States 
shall ensure that in the case of businesses’ support functions subcontracting chains should 
not be longer than two tiers including the relation between client and main contractor.

Enhance transparency of the main contractor’s and subcontractors’ identities.

Establish dissuasive, proportionate and effective sanctions for any violation  
of obligations arising from the Directive.

https://effat.org/wp-content/uploads/2023/05/EFFAT-Model-Directive-on-Subcontracting-and-Intermediaries.pdf
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Establish a general system of joint and several (full chain) liability 

Replace the current fragmented approach to subcontracting chain liability with a 
general EU system of joint and several (full chain) liability covering both cross-border 
and domestic situations. The system should apply in full respect of existing, stricter 
national liability regimes. 

Ensure that the system covers at least any sanctions, back payments, and 
compensation owed to workers, under the scope of national and EU law and/or 
applicable collective agreements including in case of unpaid wages, circumvention 
and evasion of social security contributions and taxes, violation of health and safety 
standards, as well as violation of the rights to organise and bargain collectively. 

Tackle social and collective bargaining dumping across the 
subcontracting chain

 
Ensure the principle of equal pay for equal work in the same workplace applies. This 
means full equal treatment between direct labour and workers employed across 
subcontracting chains.

Ensure the same conditions and, where applicable, the same sectoral collective 
agreement apply to all workers performing the same job at the same workplace, 
including those employed throughout the subcontracting chain. This includes tackling 
subcontracting arrangements used to circumvent applicable collective agreements or 
to opt for less favourable ones. The applicable collective agreement should be the most 
favourable one for workers and related to the activity performed by the workers.

Information, consultation and participation rights of workers and trade union 
representatives should be extended also to workers employed throughout the 
subcontracting chain. Member States shall ensure that subcontractors inform their 
workers of the essential aspects of the employment relationship. Member States shall 
ensure that clients inform and consult workers’ representatives in due course before 
finalizing a decision to have recourse to subcontracting, on the circumstances justifying 
recourse to subcontracting, the intended duration of the subcontracting arrangements, 
the working conditions of workers employed across the subcontracting chain, the kind of 
activities and volume of the operations concerned and the number of workers involved. 

 
 Ensuring decent accommodation  

Guarantee that, in cases where accommodation is provided by a subcontractor or an 
intermediary,  it is organised independently from the employment contract to avoid any 
associated further dependency on the employer. Equally, Member States shall  ensure 
that the termination of one contract does not automatically entail the termination of 
the other contract. Accommodation should respect quality standards and the related 
costs should remain limited, and respect the principles of non-discrimination and 
proportionality.



7

2. 	Regulating the role 
	 of labour market 
	 intermediaries

A vast proportion of mobile and migrant workers employed in our sectors are usually recruited in 
an informal way by unscrupulous individuals, placement agencies and other labour intermediaries 
whose activities are largely unregulated across Europe. Many of these intermediaries take 
advantage of workers’ precarious conditions for profit and act as gangmasters. 

The EFFAT Model Directive defines as labour market intermediaries a natural or legal person 
which provides services for matching offers of and applications for employment, without the 
labour market intermediary becoming a party to the employment relationships which may 
arise therefrom.  These services include any activities relating to job seeking aimed to facilitate, 
inform, or regulate how workers are matched to employers, how work is accomplished, and 
how conflicts are resolved. For the purpose of the EFFAT Model Directive temporary work 
agencies are considered as labour market intermediaries. The EFFAT Model Directive uses 
ILO Convention 181 on Private Employment Agencies as reference.

Our text covers the following priorities when it comes to labour market intermediaries:

 
Defining the conditions to act as a labour market intermediary 

Introduce a community licence for labour intermediaries as the sole means to operate 
as labour intermediary in the EU. To be entitled to a community licence, the labour 
market intermediary should have not been convicted for serious violations of worker’ 
rights. Equally, to receive this license  one or several of a labour market intermediary’s 
directors should have not been convicted of a criminal offence relating in particular to 
exploitative working conditions, gangmaster practices and other forms of illegal labour 
intermediation or human trafficking. Finally, the labour market intermediary should 
genuinely perform substantial activities, other than purely internal management and/
or administrative activities, in the Member State of establishment.

Create a national registers of labour intermediaries where all recruiting, placement 
agencies and other intermediaries are registered.
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Ensuring fair recruitment processes and data protection  

Ensure workers do not have to pay for recruitment fees, nor travel expenses or fees for 
training programs. It should also not be possible to impose costs or wage deductions 
for uniforms or working tools.

Ensure data protection and privacy of workers recruited through labour intermediaries.

Require intermediaries to treat all workers involved in a recruiting process without 
discrimination based on nationality, sexual identity and orientation, religion, political 
opinion, or any other form of discrimination covered by international human rights 
instruments, as well as national laws and practices. 

Allow Member States to decide whether the recruiting of workers in specific sectors is only 
carried out by public employment services, following consultation with social partners.

Tackle the letterbox companies’ phenomenon.

Establish dissuasive, proportionate, and effective sanctions for employers and labour 
intermediaries not respecting the provisions of the Directive.

Require labour intermediaries to provide information to workers
 
Labour intermediaries must provide reliable information to workers about their labour rights 
in the country of destination/workplace before departure or before engaging in a job.

Information shall, at the very least, include the employer’s identity, the user undertaking 
identity (if different), the period of employment, the remuneration and other aspects of 
working conditions such as rights and obligations in the event of termination of work, 
complaint mechanisms, and access to legal recourse. Trade union and counselling 
services’ contact details must also be provided. 

Ensure that the information is provided in the workers’ own language or a language they 
understand and in a clear and transparent manner, regardless of the duration of their contract. 

The provision of information should at least respect the minimum standards set by the 
Directive on transparent and predictable working conditions.
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When companies do not play according to the rules, abuse the privileges the single 
market offers, engage in illegal practices and violate applicable working conditions,  
the result is social dumping and unfair competition. To combat such situations and 
ensure the enforcement of applicable labour standards, including in subcontracting and 
labour intermediation, we need effective inspections and well-equipped autonomous 
enforcement authorities. However, labour enforcement authorities across the EU are 
understaffed and are low on resources. This means that controls occur less frequently 
and are not effective, particularly in the EFFAT sectors which  are made up of small and 
micro enterprises. Complaint mechanisms are an important tool to ensure targeted 
inspections and hold employers accountable, but they remain under-used and inaccessible,  
particularly by mobile and migrant workers. 

This is why the EFFAT Model Directive insists on the need to bolster frequency and 
effectiveness of labour inspections facilitating also access to justice for working people.  
Our Directive covers the following priorities:
   Set minimum standards on labour inspections 

Ensure that at least 8% of employers in each economic sector will be inspected or 
controlled every year. 

Introduce a risk rating system for employers, including subcontractors, labour market 
intermediaries, and any other natural or legal person, based on the number, gravity, and 
frequency of occurrence of infringements to collective agreements, labour law, health 
and safety standards, social security rules, and tax law. Employers and intermediaries 
with a high risk rating shall be inspected more closely and more often.

Require Member States to use digital data and cross-checking between enforcement 
authorities operating in different areas (e.g. social security authorities, CAP paying 
agencies, tax authorities) to identify potential labour abuses and support workplace 
inspections. Guarantee the autonomy and role of social partners, particularly when 
they play a controlling or enforcing role.

Regulate the powers and obligations of labour inspectorates and other bodies 
responsible for controls on working and employment conditions also in accordance 
with ILO Convention 81. This includes allowing labour inspectors and other controlling 
bodies to enter workplaces without notice, to conduct examinations and interviews 
with workers and employers and to have access to documentation.
 
Cover both national and cross-border situations, strengthening further the role of the 
European Labour Authority.

3. 	Increasing frequency 
	 and bolstering effectiveness 	
	 of labour inspections 
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Ensure access to justice and effective complaint mechanisms 
 
Ensure that all workers — regardless of their employment or residence status — can 
effectively file complaints to labour inspectorates, labour tribunals or other bodies in 
an accessible and practical way without excessive costs and without fearing retaliation 
or risk of deportation. 

Prohibit the reporting of undocumented workers to immigration services through 
labour inspections.

Ensure that trade unions and other legal entities, may engage, either on behalf or in 
support of workers, in any judicial and/or administrative procedure provided to enforce 
obligations under the Directive. 

Clarify that central management shall bear the judicial costs incurred in carrying out 
the judicial and/or administrative procedures, the costs of legal representation, and 
subsidiary costs. 

Establish measures to protect workers from retaliation or any other adverse 
consequences resulting from a complaint lodged to protect the rights provided for 
them in this Directive. 

Prohibit labour inspectorates and other bodies responsible for controls on working 
and employment conditions from reporting the identity and data of workers identified 
during controls to migration enforcement authorities.



Conclusions
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EFFAT believes that the internal market should be based on fair competition, quality and stable 
jobs, fair wages, high health and safety standards, and strong collective bargaining agreements.  
Direct employment should be the norm. Yet, the reality in some sectors of the economy is one 
of social dumping, poor wages, and challenging working conditions. 

To overcome such a critical scenario, there is an urgent need to adopt a more inclusive and 
forward-looking vision on equal treatment, tackling the systemic issues that cause labour 
abuse and exploitation. This requires political will from the EU institutions and Member 
States, as well as the strong involvement of trade unions.

The EFFAT Model Directive on labour intermediaries and fair working conditions across 
subcontracting chains is driven by this ambition. It represents a key step towards building 
a progressive vision. The directive would close some of the main loopholes in the EU legal 
framework on social policy, promoting equal treatment, fair labour mobility, and fair migration.

Our text reaffirms the principle that a worker is a worker, regardless of the migration 
status or ethnic background. Finally it would address abusive subcontracting practices and 
unregulated labour intermediation, tackling exploitation by gangmasters and promoting fair 
competition across the entire EU economy. 
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EFFAT is the European Federation of Food, Agriculture, and Tourism Trade Unions, also represen-
ting domestic workers. As a European Trade Union Federation representing 121 national trade 
unions from 40 European countries, EFFAT defends the interests of more than 2.6 million mem-
bers and 25 million workers towards the European Institutions, European employers’ associa-
tions, and transnational companies.


