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Key messages

immmmp The staffing industry fulfils a need

II‘ The industry is currently suffering one of the most challenging
periods in decades

II‘ Success long term will depend on harnessing key issues

I Thoughts on industry structure



The financial market offers a prism to

view the staffing industry
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II‘ Staffing is an attractive industry, but highly cyclical

Note: Staffing basket Adecco, Kelly, Manpower, Robert Half

Source: DataStream, Goldman Sachs Research estimates



T The industry is sizeable and global

Worldwide staffing market value 2002,
EUR157 bn

Australia 2%

Japan 13% UK 21% Penetration rates (%)
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II‘ Penetration rates show differences by country

Source: CIETT, National staffing associations, Japanese Ministry of Labour, Randstad, Goldman Sachs Research estimates






il Companies have long accepted staffing

Companies cannot afford to staff for maximum need
Greater scale means external providers have lower cost

HR departments do not have expertise in certain areas (ie specialised, non
core)

Workforce employed in fixed-term contracts (%)

14
11.6 11.7

12

10

3.2

France Germany UK

Source: CIETT, Goldman Sachs Research estimates



Candidates’ enthusiasm depends on segment

The staffing industry can be the ‘midwife’ of the labour market
Some candidates genuinely want to work flexibly

Admittedly, for many temporary employment is still second choice work

Main reason to work for agency, 2000
| |

Could not find permanent job

Gain work experience

Work between jobs

Work for different employers

Flexible schedule

Be able to quit
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Work for a short period
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People taking first available job opportunity

Source: CIETT, Deloitte & Touche, Goldman Sachs Research estimates



The industry makes an economy more flexible

A high proportion of temporary positions lead to non-agency jobs.

Conversion into non-agency jobs after one year (%)
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McKinsey estimated that 13% of EU job creation 1996 to 1998 was due to the
staffing industry, equivalent to 250,000 jobs.

Source: CIETT, Goldman Sachs Research estimates






il Volume has declined sharply for two years
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II‘ YoY comparisons are improving, but there is little momentum

Source: SETT, US Department of Labor, Goldman Sachs Research estimates



Indicators are above lows, but do not

signhal a clear upturn

US ISM
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II‘ Goldman Sachs International thinks that Europe will grow above

trend again 2004

Source: US ISM Institute, France INSEE, Goldman Sachs Research estimates



Cost increases compound management worries

Workers’ compensation and unemployment insurance in US

Loi Fillon in France

II‘ Increasing ‘prices’ in a challenging period is difficult



el The leading staffing firms reflect the

Industry downturn

Organic growth YoY (%)
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II‘ A different exposure or view to revenue, gross profit and costs

means varied performance

Source: Company data, Goldman Sachs Research estimates






The dereqgulation/regulation pendulum is

swinging back

Generally, the trend is to deregulation (Spain, Italy, Greece, Japan)

Yet there are some contrary proposals (EU directive)

i (ndustry lobbying could be more coordinated and effective

|| g ulated solutions can derail market development



In several years, labour shortage will be

front/centre again

Near term the power is clearly in employers’ hands
Yet the ‘war for talent’ will resurface (McKinsey)
To create greater supply, temporary work must be made more attractive

Offshore may offer a safety valve/challenge in certain sectors

Unemployment rate France demographics, 2001
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Source: INSEE, OECD, Goldman Sachs Research estimates



Public perceptions are improving,

but still an issue

Removing the stigma is key to industry development
Perceptions and industry development are improving

I Union support

I |ncreasing professionalisation

I P plic relations



Technology changes the way we work

The work is the same, the process different

Increased efficiency counteracts gross margin pressure
New opportunities

immmmp Potential to ‘prove’ value add

I Dcyclop new services

Yet new business models offer challenges (eg VMSSs)






Experience shows industry will not stand still

Niche segments Mass generalist

-

l

Industry polarisation is still a valid strategic premise

||~ Special opportunities in new segments or geographies
II‘ M&A can bring necessary scale

The ‘next level’ is ‘HR solutions’

i ;5 h companies and candidates would like more value added

s Change requires some evolution of business models
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accurately reflect my personal views about the subject company or
companies and its or their securities. | also certify that no part of my
compensation was, is, or will be, directly or indirectly, related to the specific
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W Ratings and other definitions/identifiers

Current rating system (as of November 4, 2002)

Definitions of ratings

OP = Outperform. We expect this stock to outperform the median total return for the analyst's coverage universe over the next 12 months.

IL = In-Line We expect this stock to perform in line with the median total return for the analyst's coverage universe over the next 12 months.
U = Underperform. We expect this stock to underperform the median total return for the analyst's coverage universe over the next 12 months.

Other definitions

Coverage view. The coverage view represents each analyst's overall fundamental outlook on his/her coverage universe. The coverage view will consist of one of the following designations: Attractive (A), Neutral (N),
Cautious (C).

CIL = Current Investment List. We expect this stock to provide an absolute total return of at least 20% over the next 12 months. We only assign this designation to stocks rated Outperform. We require a 12-month
price target for stocks with this designation. Each stock on the CIL will automatically come off the list after 90 days unless renewed by the covering analyst and the relevant Regional Investment Review Committee.

Other ratings/identifiers

NR = Not Rated. The investment rating and target price, if any, have been suspended temporarily. Such suspension is in compliance with applicable regulation(s) and/or Goldman Sachs policies in circumstances whe
Goldman Sachs is acting in an advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances.

CS = Coverage Suspended. Goldman Sachs has suspended coverage of this company.

NC = Not Covered . Goldman Sachs does not cover this company.

RS = Rating Suspended. Goldman Sachs Research has suspended the investment rating and price target, if any, for this stock, because there is not a suficient fundamental basis for determining an investment rating
or target. The previous investment rating and price target, if any, are no longer in effect for this stock and should not be relied upon.

NA =Not Available or Not Applicable. The information is not available for display or is not applicable.

NM = Not Meaningful. The information is not meaningful and is therefore excluded.

Global Investment Policy and Regional Investment Review Committees

The Global Investment Policy Committee oversees ratings policy, monitors the distribution of ratings and the composition of the CIL, provides guidance to the Regional Investment Review Committees, and oversee
the implementation of methodology for portfolio allocation by sectors.

A Regional Investment Review Committee in each of the Americas, Europe, Japan, and Asia-Pacific regions approves all rating changes and approves stocks for inclusion on the Current Investment List in its region

Previous rating system

Investment ratings: definitions

RL = Recommended List. Expected to provide price gains of at least 10 percentage points greater than the market over the next 6-18 months.

LL = Latin America Recommended List. Expected to provide price gains at least 10 percentage points greater than the Latin America MSCI Index over the next 6-18 months.
TB = Trading Buy. Expected to provide price gains of at least 20 percentage points sometime in the next 6-9 months.

MO = Market Outperformer. Expected to provide price gains of at least 5-10 percentage points greater than the market over the next 6-18 months.

MP = Market Performer. Expected to provide price gains similar to the market over the next 6-18 months.

MU = Market Underperformer. Expected to provide price gains of at least 5 percentage points less than the market over the next 6-18 months.

Legal/policy ratings and other abbreviations: definitions

NR = Not Rated. The investment rating and target price, if any, have been suspended temporarily. Such suspension is in compliance with applicable regulation(s) and/or Goldman Sachs policies in circumstances whe
Goldman Sachs is acting in an advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances.

NC = Not Covered . Goldman Sachs does not cover this company.

CS = Coverage Suspended. Goldman Sachs has suspended coverage of this company.

RS = Rating Suspended. Goldman Sachs Research has suspended the investment rating and price target, if any, for this stock, because it does not currently have a sufficient basis for determining a rating or target.
The previous investment rating and price target, if any, are no longer in effect for this stock and should not be relied upon.

NA = Not Available or Not Applicable. The information is not available for display or is not applicable.

NM = Not Meaningful. The information is not meaningful and is therefore excluded.
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