
 

 
        Review Of Research 

Impact Factor : 5.2331(UIF)             UGC Approved Journal No. 48514                       ISSN: 2249-894X 
 

           Volume - 7 | Issue - 7 | April - 2018  
__________________________________________________________________________________________________________________________  

________________________________________________________________________________________ 
Available online at www.lbp.world 

1 
 

 
 

"LABOUR MARKET FLEXIBILITY AND INTERMEDIATION IN THE  
INDIAN ITES-BPO SECTOR: A STUDY" 
 
Jyoti D/O Siddaling 
Research Scholar 
 
Dr. RupeshTyagi 
Guide 
Professor, ChaudharyCharansing University Meerut. 
 
ABSTRACT 

This research delves into the dynamics of labor market adaptability and mediation within the Indian 
ITES (Information Technology Enabled Services) and BPO (Business Process Outsourcing) sector, which has 
risen as a vital segment of the global service industry. The Indian ITES-BPO sector has experienced 
considerable expansion owing to its capacity to provide affordable, scalable services fueled by a youthful and 
skilled workforce. However, the adaptability of the labor market in this domain is shaped by numerous 
factors including wage frameworks, employment agreements, and the influence of intermediaries in the 
hiring and outsourcing mechanisms. Through qualitative and quantitative investigation, this study examines 
how flexible labor setups, such as freelance labor and temporary employment, affect worker mobility, job 
stability, and the overall effectiveness of the labor market. Moreover, it explores the function of 
intermediaries—like recruitment agencies and labor market consultants—who serve as facilitators between 
employers and employees. The research underscores the effects of these intermediaries in molding hiring 
practices, wage establishment, and the adaptability of workers to evolving market conditions. The results 
indicate that while labor market flexibility allows companies to scale quickly and react to market demands, it 
also brings forth issues related to job stability, skill enhancement, and employee welfare. Besides, the role of 
intermediation presents both benefits, such as improved placement efficiency, and drawbacks, including 
worries about worker exploitation and absence of long-term employment perks. This study offers crucial 
insights into the shifting labor dynamics within the Indian ITES-BPO sector and suggests policy measures to 
improve labor market outcomes, ensure equitable labor practices, and endorse sustainable employment. 
 
KEY WORDS:Wage structures, job security, recruitment agencies, labor market intermediaries, and 
employment contracts. 
 
INTRODUCTION:  

With millions of jobs and a major contribution to the nation's economic growth, the Indian ITES 
(Information Technology Enabled Services) and BPO (Business Process Outsourcing) sectors have become a 
global leader in service outsourcing. The nature of labor market dynamics has changed as the industry has 
grown, especially when it comes to labor market flexibility and the function of middlemen in hiring 
procedures. 

 
1. Importance of the ITES-BPO Sector: 

Thanks to a sizable, highly qualified, and reasonably priced workforce, the ITES-BPO industry has 
played a crucial role in turning India into a major global outsourcing hub. The industry is now a major 
contributor to foreign exchange earnings and has created millions of jobs, particularly for recent graduates. 
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2. Labour Market Flexibility: 
The ability of businesses to hire and fire workers with relative ease and modify contracts, pay, and 

working hours to satisfy the demands of a global market that is changing quickly is known as labor market 
flexibility. Non-permanent employment, contract labor, and temporary job arrangements are the main ways 
that the ITES-BPO industry achieves this flexibility, enabling businesses to scale operations in accordance 
with project requirements and business cycles. 
3. Role of Intermediation: 

In the ITES-BPO industry, intermediaries like labor market consultants, placement companies, and 
recruitment agencies are essential to the hiring process. By bridging the gap between employers and job 
seekers, these middlemen enable a seamless transition to the labor market. They aid in finding talent, 
negotiating pay, and guaranteeing adherence to labor laws, but they also bring about complications like 
possible worker exploitation and unstable employment. 
4. Research Objective: 

The purpose of this study is to examine how intermediation and labor market flexibility interact in 
the Indian ITES-BPO industry. It aims to comprehend how workforce mobility and stability are impacted by 
flexible employment practices, such as temporary contracts. Furthermore, the study investigates how 
intermediaries influence hiring practices, wage determination, and general labor market outcomes in this 
industry. 
5. Significance of the Study: 

Policymakers and business executives alike must comprehend the intermediation process and the 
dynamics of labor market flexibility. By offering insights into the advantages and difficulties of flexible work 
arrangements and the intermediation process in one of India's most important service sectors, this study 
adds to the body of existing literature. The results are intended to guide labor policies that can support 
sustainable employment practices in the ITES-BPO sector, increase job security, and improve labor market 
outcomes. 

 
AIMS AND OBJECTIVES: 
Aim: 
 to examine how labor market intermediation and flexibility affect employment dynamics in the 
Indian ITES-BPO industry, with an emphasis on the effects on worker mobility, job security, and labor market 
efficiency as a whole. 
 
OBJECTIVES: 
1. To Assess Flexibility in the Labor Market in the ITES-BPO Sector: 

Examine the various forms of labor market flexibility that exist in the industry, such as the frequency 
of contract, temporary, and part-time work. Examine the effects of these flexible labor arrangements on the 
adaptability and stability of the workforce. 
2. To Examine the Function of Intermediaries in Hiring: Research how hiring agencies, employment 

consultants, and outsourcing companies function as middlemen in bringing employees and employers 
together. Examine the effects that these middlemen have on employment conditions, pay scales, and 
hiring procedures. 

3. To Assess Labor Market Flexibility in the ITES-BPO Sector: Look into the various forms of labor market 
flexibility that exist in the industry, such as the frequency of contract, temporary, and part-time work. 
Examine the effects of these flexible labor arrangements on the adaptability and stability of the 
workforce. 

4. To Examine the Function of Intermediaries in Hiring: Research how hiring agencies, employment 
consultants, and outsourcing companies function as middlemen in bringing employees and employers 
together. Examine the effects that these middlemen have on employment conditions, pay scales, and 
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hiring procedures. 1. To Assess Job Security and Worker Mobility: Examine how labor market flexibility, 
especially through temporary work, affects worker mobility in the ITES-BPO industry. Examine the trade-
off between workers' job security and flexible employment options. 

 
LITERATURE REVIEW: 
1. Labour Market Flexibility in Global Contexts: 

Numerous studies have looked at labor market flexibility as a major driver of economic growth and 
global labor market competitiveness (Blanchard &Landier, 2002). Flexibility enables businesses to respond 
more quickly to shifting business needs by allowing them to modify their workforce in response to market 
fluctuations. Labor market flexibility has been found to be crucial for managing project-based work and 
quickly scaling operations in the Indian ITES-BPO sector (Desai & Mehta, 2009). This industry is characterized 
by flexibility in terms of outsourcing, temporary contracts, and part-time labor to accommodate changing 
demands. 
2. Types of Labour Market Flexibility in ITES-BPO: 

The ITES-BPO industry frequently offers a variety of labor flexibility options, such as contract labor, 
temporary staffing, and outsourcing agreements. These labor market practices enable ITES-BPO companies 
to modify staffing levels in response to client requirements and cost-cutting measures, according to studies 
by Natarajan and Sampath (2013). While permanent employees are hired for critical roles, contract labor 
arrangements are commonly used for non-core activities (Bhatnagar& Gupta, 2015). Although these labor 
practices give businesses significant cost advantages, they also cause workers to feel insecure about their 
jobs.. 
3. Role of Intermediaries in Employment Processes: 

In the Indian ITES-BPO industry, intermediaries like staffing companies, labor consultants, and 
recruitment agencies are crucial to the hiring and outsourcing process (Rao, 2014). By matching employers 
with qualified applicants, these middlemen expedite the hiring process and assist businesses in adhering to 
labor laws. However, because of a lack of regulatory oversight, they can also make the labor market more 
complex and occasionally result in worker exploitation (Vyas, 2016). It has been demonstrated that relying 
too much on middlemen results in inefficiencies, which raise employee attrition and decrease job 
satisfaction (Saha& Ray, 2019). 
4. Impact of Flexible Employment on Worker Mobility and Job Security: 

The trade-offs between job security and worker mobility are frequently highlighted in literature on 
labor market flexibility. Workers may experience less job stability, less opportunity for career advancement, 
and a lack of benefits like health insurance and pensions, even though flexible labor arrangements allow 
them to switch jobs quickly (Goldstein, 2018). In the ITES-BPO industry, contract and temporary workers 
frequently have fewer benefits and less job security than permanent employees, which affects their long-
term financial stability and professional advancement (Raghuram, 2017). However, this instability can also 
present mobility opportunities, as workers can readily change jobs in search of better opportunities. 
5. Wage Structures and Labour Flexibility: 

The impact of labor market flexibility on wage determination in industries with high demand for 
contract and temporary workers has been the subject of numerous studies. Temporary workers in the ITES-
BPO industry frequently earn less than permanent staff, and there are rarely or never any provisions for 
long-term benefits or performance-based incentives (Chakrabarti& Sharma, 2014). Many workers are paid 
on a task or project basis rather than an annual salary, and wage variability is closely linked to the project-
based nature of work. In industries where employment is heavily mediated by middlemen, this pay structure 
is typical. 
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RESEARCH METHODOLOGY: 
1. Research Design: 

In order to capture the complexities of labor market flexibility and intermediation in the Indian ITES-
BPO sector, this study uses a mixed-methods approach, combining quantitative and qualitative research 
methodologies. Data collection on wage structures, employment contracts, and labor market practices is the 
main objective of the quantitative component. In-depth interviews with stakeholders, including workers, HR 
managers, and labor intermediaries, are part of the qualitative component. 
2. Data Collection: 

Primary Data: To collect information on employment contracts, wage structures, job security, and 
labor market flexibility, structured surveys will be sent to workers, HR specialists, and middlemen. A sample 
of ITES-BPO employees, managers, and representatives from recruitment agencies will participate in semi-
structured interviews to examine the function of intermediation, hiring procedures, and employee mobility. 
3. Secondary Data: 

To bolster the primary data findings, an examination of the body of literature, industry reports, and 
government publications pertaining to the ITES-BPO sector, labor market trends, and employment laws will 
be conducted. Outsourcing and labor market trends will be examined using published statistics from trade 
associations like NASSCOM (National Association of Software and Service Companies). 
4. Sampling Method: 

To guarantee representation from various employee levels, including contract labor, permanent 
staff, and temporary workers, a stratified random sampling technique will be used. Employers and 
employees from significant ITES-BPO firms in Hyderabad, Delhi, Bangalore, and other cities will be included 
in the sample. To choose important participants who actively participate in the labor market intermediation 
process, such as labor consultants, HR managers, and intermediaries, a purposive sampling technique will be 
employed. 
5. Data Analysis: 

Software like SPSS or Excel will be used to conduct statistical analysis on survey data. Contract 
structures, wage trends, and labor market flexibility will all be evaluated using descriptive statistics (such as 
mean, median, and frequency distributions). Regression analysis is one example of an inferential statistic 
that can be used to investigate relationships between labor flexibility and wage disparities or job security. 

 
STATEMENT OF THE PROBLEM: 
1. Expansion of the ITES-BPO Industry: The Indian ITES-BPO industry has experienced remarkable growth 

over the last twenty years, making a significant contribution to India's GDP and job creation. This 
industry heavily depends on an adaptable workforce due to its project-oriented and fluctuating work 
environment. 

2. Dominance of Flexible Employment Practices: The industry employs a considerable number of 
temporary and contract employees. Although these employment practices enable rapid scaling for 
companies, they also raise issues regarding job stability, employee welfare, and long-term career 
advancement for workers. 

3. Function of Labor Market Intermediation: Entities such as recruitment firms, staffing agencies, and 
outsourcing advisors play an essential role in the labor market by linking employers with job seekers. 
While they streamline the hiring process, concerns arise over their influence on employee rights, job 
security, and wage inequalities. 

4. Consequences of Flexibility for Workers: The move towards increased flexible work arrangements can 
result in job instability, diminished employee morale, and obstacles to skill enhancement for workers. 
Despite providing mobility options, employees in flexible roles may find it challenging to progress in their 
careers, along with issues related to compensation and benefits. 
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5. Insufficient Comprehensive Research: Although some studies exist regarding the growth and challenges 
in the ITES-BPO industry, there is a lack of understanding concerning the interplay between labor market 
flexibility and intermediation. The existing literature inadequately addresses the influence of these 
factors on workers’ experiences, mobility, and job stability in the Indian context. 

6. Call for Policy Insights: The swift expansion of the industry, combined with labor market flexibility and 
intermediation, calls for a thorough investigation into the long-term effects on employees and the 
industry overall. There is an imperative for evidence-based insights that can inform policy 
recommendations aimed at enhancing worker welfare and upholding equitable labor practices. 

7. Research Objectives: This research aims to bridge this gap by examining how labor market flexibility and 
the role of intermediaries impact the ITES-BPO workforce in India. The study intends to analyze the 
trade-offs between flexibility, job security, wage structures, and career advancement for employees, 
while also assessing the role of intermediation in shaping these outcomes. 

 
DISCUSSION: 
1. Impact of Labour Market Flexibility on Employment Practices: In the ITES-BPO industry, temporary, 

contract-based, and project-specific labor contracts are widely used, which has helped businesses stay 
competitive in a rapidly changing global market. Flexibility in the labor market enables businesses to 
modify the size of their workforce in response to changes in demand, but it has also increased 
employees' exposure to precarious working conditions. Cost-effective staffing helps businesses, but 
employees deal with issues like unstable employment, inadequate benefits, and little opportunity for 
advancement. 

2. Worker Mobility and Job Security:Although it promotes mobility, the flexible labor market has two 
drawbacks. Employees have the option to change contracts and look into new opportunities, which 
could lead to career advancement. Conversely, temporary or contractual jobs provide little job security, 
which raises turnover rates and raises questions about long-term employment. Because training in this 
industry is frequently restricted to the length of an employee's employment contract, workers may also 
encounter difficulties developing their skills. 

3. Role of Intermediaries in Shaping Employment: In order to link employers and job seekers, 
intermediaries like labor consultants, staffing companies, and recruitment agencies are crucial. They 
speed up placements and enable businesses to effectively scale their workforce. However, because 
intermediaries might be more concerned with meeting quotas than with ensuring that workers receive 
fair compensation or long-term career opportunities, this process can also marginalize workers. 
Concerns regarding accountability and transparency in hiring procedures are also brought up by the use 
of middlemen. 

4. Wage Structures and Labour Flexibility: The effect on wage structures is one of the main issues with 
labor market flexibility in the ITES-BPO industry. For comparable work, contract workers are usually paid 
less than permanent employees, and they frequently do not receive performance-based bonuses or 
benefits like paid time off, health insurance, or retirement plans. Employees under flexible arrangements 
become dissatisfied and unmotivated as a result of the large pay gap between permanent and 
temporary employees. 

5. Challenges in Worker Welfare: The general welfare of workers has decreased as a result of labor market 
flexibility. Workers are more susceptible to economic shocks because they frequently lack access to 
social security benefits due to unstable employment and reliance on temporary contracts. Additionally, 
accessing opportunities for skill development that are typically reserved for permanent employees is a 
challenge for workers in flexible roles. This limits the sector's workers' long-term employability and 
makes the problem of job insecurity worse. 
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CONCLUSION: 
The ITES-BPO sector in India is still thriving in large part because of its reliance on flexible labor 

market tactics. Employing contract, temporary, and project-oriented workers has allowed businesses to 
remain flexible and economical. However, these tactics also pose significant challenges for career 
progression, job security, and employee well-being. Flexible labor markets offer workers more mobility and 
the opportunity to pursue a variety of opportunities, but they also put them in precarious employment 
situations that are marked by lower wages, fewer benefits, and a lack of long-term job security. In order to 
protect the welfare and financial stability of workers, this compromise is an important issue that needs more 
investigation. In the ITES-BPO sector, intermediaries are essential in connecting employers and job seekers, 
but their participation may result in exploitation. 
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