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“Labour market flexibility
will remain the UK’s real
competitive advantage.”
Richard Lambert,
Director General, CBI

Freelancers provide a flexible, scalable taskforce,
allowing organisations to manage risk and changing
patterns of work in a fluctuating and sometimes
volatile market. Organisations can access expertise
when required in order to help solve problems,
challenge, improve efficiency and drive innovation.

As the CBI’s Director General Richard Lambert says:
“Labour market flexibility will remain the UK’s real
competitive advantage”.

Such flexibility has a tangible value – a 2009 study for
PCG by Oxford Economics calculated that the flexibility
offered by Britain’s freelancers is worth £21 billion to
the UK economy.

The flexible model provides a range of competitive
advantages to organisations:

� Resource efficiency

� Knowledge when you need it

� An objective viewpoint

� Result driven attitude

� Ongoing loyalty

Flexibility:
the freelance advantage

www.britainsbraingain.com



“ I can offer my clients a unique breadth of experience – I’ve worked on 38
projects with budgets of over $250 million. If I’d stayed in a permanent role
I’d have been lucky to work on one such project in my whole career.”
David Gilmour, freelance Governance consultant
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David Gilmour

� Resource efficiency
Freelancers can provide specialist expertise at short
notice and master the brief without delay. You are not
tied in to the relationship meaning that selecting a
freelancer is rarely a high-risk decision. You can
therefore resource projects quickly and scale up or
down as requirements change – the right skill at the
right time with no wastage.

You don’t have to pay a freelancer when there is no
work to do. You don’t have to factor in holiday pay,
sick pay, employment benefits and employer’s NIC.
Freelancers look after their own tax and business
affairs. Frequently they also work from their own
premises and supply their own equipment.

� An objective viewpoint
Freelance consultants are frequently the people who
ask awkward questions, demand smarter answers –
and inspire breakthrough solutions.

“ With an independent, what you see is what you get, and what you get is
absolute honesty and no political agenda whatsoever. This is incredibly
valuable.”David Pinchard, Managing Director, topinterim.com

“Freelancers bring a different perspective, fresh eyes and different
skills and experience.” Anne Mulliner, Head of Resources, Carillion

Craig Britton

� Knowledge when you need it
Freelancers hone their skills from a broad portfolio of
clients and projects. They tend to be people who wish
to further their expertise in a specialist area, rather
than rise up the corporate ladder. This means they can
provide the valuable insights necessary for innovation.

“ I take responsibility for delivery, and it’s my job to keep the project
moving forward.” Craig Britton, freelance electronics design engineer

David Pinchard
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“ In 2000 I’d worked with Pressac Communications on a device development
for BT. By 2008, the development team had been disbanded by BT, but they
needed an updated version. As an established manufacturer and supplier
to BT, Pressac was keen to tender for the work, but lacked the necessary
expertise. My general background and specific experience of this device
meant I was able to help Pressac to prepare a successful bid and go on
to assist with its development.”
Andrew Neil, freelance developer

� Result driven attitude
Freelancers are generally only as good as their last
project. This tends to encourage a result driven
attitude – they are often motivated by achieving goals
rather than the prospect of winning promotion or a
higher status among peers. Enthusiasm about a
particular project can be infectious and helps motivate
other staff members as well.Stuart Mealing

� Ongoing loyalty
Contrary to what many people think, freelancers
can actually be a source of continuity for clients.
When an employee moves on, their attachment
is severed. Business-like freelancers on the other
hand tend to remain loyal to the interests of a client
with whom they have a good relationship, even after
the project is completed.

“ When you work for yourself you have a greater feeling of control over your
own destiny. Each day I see as one that might present opportunities and
that is a real motivating factor. I have a great deal of pride in the quality
of the deliverables. I simply could not live with myself delivering a sloppy
job, it has to be perfect in absolutely every respect.”
Stuart Mealing, independent Chartered Electrical Engineer



“If you think it's expensive
to hire a professional
to do the job, wait until
you hire an amateur.”
Red Adair

� You can buy decades of
experience by the hour –
you might not need 228 days’
worth of work every year.
Freelancers let you customise
your resource to fit your need.

� The freelancer can work from
his or her own premises and
save additional amounts in
terms of desk space, equipment,
phone bills, administrative costs,
software licences and other
office overheads – costs that
are easily underestimated.

� Businesslike freelancers take
responsibility for delivery, which
means you free up the day-to-day
management overhead.

� You can terminate the contract
as soon as the project has been
completed, or if it is not
delivering the results intended,
without being liable for
redundancy or any other
employment benefits.

“So often we forget to
account for internal staff
time when budgeting for
projects, so the budget
doesn’t reflect the true
cost. I’ve found that using
freelancers helps me to
cost people to projects
very accurately. I therefore
know exactly how much
a project is going to cost
in absolute terms,
including people’s time.”
Iain McIlwee, Head of
Commercial Development, PCG

Cost comparison:
permanent equivalent day rate, assuming 228 productive work days
over one year (assumes 28 days holiday and 5 days sick)

Cost of employment

Salary 3 £61,427

Employers NIC £7,130

Pension (at 7.5%) £4,500

Car allowance and other benefits £5,000

Training £500

Total cost £78,557

Days worked 228

Employee day rate for comparison £345

For illustrative purposes only. Salaries and rates may vary.

3 Source: totaljobs.com average maximum salary for marketing director in UK,
February 2010

How much?
www.britainsbraingain.com
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The cost of people is not always evaluated accurately or compared appropriately
against the more easily quantifiable day rate of a freelance worker.

When looking at their options a manager should consider not just the immediate
and ongoing requirements (which are not always aligned), but the full cost of and
comparative advantages and disadvantages of employment.

A simple example below shows how salary can be converted for comparison:

When focussing on the business case a manager
should also consider the following:



A key factor in deriving the full benefit from freelancing is to
understand the concept of employment status.

The way that people work for a company has important legal
implications. If the relationship between client and freelancer
resembles one of employer/employee, the freelancer could be
‘deemed employed’. This has implications for both parties by
removing clarity over their tax status and entitlement to
employment rights.

In the past some companies have adopted a policy of terminating
contracts after 48 weeks due to concerns over employment
rights. This is totally unnecessary – as long as freelancers are
engaged on proper business terms, they will neither expect nor
be able to claim employment rights.

As with any commercial contract, deriving the best value from
the relationship therefore relies on establishing proper business
terms in the first instance.

How employment status is established
HM Revenue & Customs (HMRC) uses three key status indicators to
establish a particular worker’s employment status:

1. Right of substitution
Is the freelancer at liberty to provide a substitute if they are unavailable
to do the work personally? If there is no ‘right of substitution’, the
freelancer could be deemed employed. Reasonable terms apply, for
example the client has the right of veto and the substitute must have
suitable qualifications.

2. Mutuality of obligation
Is the freelancer obliged to keep on doing the work, and is the client
obliged to keep on paying the fee even if there is no work to do? If yes,
this is an indicator that the freelancer may be deemed employed.

3. Direction and control
Does the client allow the freelancer to use his/her own initiative as to
the manner in which the services are delivered without supervision?
If the client behaves more like a boss than a client, the freelancer could
be deemed employed.

In short, self-employed people are in business on their own account
and bear the responsibility for the success or failure of their business.
They are not ‘virtual employees’.

Deriving the full benefit:
the importance of maintaining a business-to-business relationship

www.britainsbraingain.com
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Establishing proper business terms
A ‘contract for services’ is vital and should reflect the working practices
that define the B2B relationship. This contract should address the three
aforementioned status tests. The benefit of entering into such an
agreement is that it removes all potential ambiguity about the employment
status of the freelance contractor. The contract can be initiated either by
the freelancer or client – any freelancer who is a member of PCG will have
access to contracts drafted by experts in employment status and
commercial law.

For shorter engagements, for example a fast turnaround copywriting
assignment, a purchase order can provide an appropriate alternative to
a full contract as it indicates a business relationship and specifies the end
deliverable, terms and price.

When engaging freelancers via an agency it is advisable to use PCG’s
Agency-Client Agreement.

This is available free of charge from PCG’s website – please click here

www.britainsbraingain.com
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� Fresh input: supporting internal management
Adrian Brooks is Managing Director of a UK based family business,
Litestructures Ltd, one of the world’s largest designers and
manufacturers of staging for global entertainment and sporting events.
As the company entered a critical phase in its development, a
fundamental restructuring of where and how products would be
manufactured, Adrian engaged an experienced interim manager,
Peter Alderslade, to help manage the complex transition.

“In Romania, the chosen country for our mass manufacturing plant,
Peter put in place an effective set of processes to manufacture high
quality aluminium fabrications to short timescales. Making such a thing
happen requires seriously accomplished management of all of the
available resources, especially difficult in a rapidly developing overseas
country”, says Adrian.

“Embarking on a new strategy often
means that a company doesn’t possess
the quality of management required in
house, and so outsourcing this resource
is often the only way to help the
company navigate its way through the
difficult process. It is therefore
imperative that the UK possesses a
‘knowledge bank’ of people in the form
of high quality, highly experienced and incredibly motivated and
energetic individuals like Peter Alderslade. Peter is a remarkable man
whose tireless objectivity and patient mentoring and encouragement
helps take people and organisations through what might otherwise
appear to be impossible challenges.”

� The talent tap: turning it on, turning it off
Ten Alps Publishing produces the fortnightly publication Optometry
Today. This requires input from qualified optometrists at regular
intervals, but not on a full-time basis. Thanks to their ongoing
relationships with freelance optometrists, the publisher is able to
engage experts for a few days every month in order to deliver the
magazine cost-effectively. If they had to employ a specialist full-time to
deliver a relatively low output, the costs could become prohibitive.

Iain McIlwee, Head of Commercial Development at PCG added:
“We use a number of specialist advisers for several days each month.
Some months they might do more, other times less, flexing according to
the workload. That kind of arrangement simply wouldn’t be possible on
an employed basis.”

Many of the companies interviewed by PCG use freelancers to expand or
contract as the business fluctuates. This allows them to be far more
responsive as they can bring in extra resource to meet additional
demand. Whereas in the past businesses would operate at 80% capacity
in case of a sudden increase in workload, they are increasingly choosing
to operate at 100% – contractors can be put in place very quickly to
handle the surge, for however long the surge may last.

Anne Mulliner, Head of Resources at engineering company Carillion
believes that having niche skills that you can turn on and off when you
need them is very important. Carole Thorn, Human Resources Business
Partner at Thales says: “As a company we use freelancers in a very
robust way already to support our business initiatives. During the current
economic downturn freelancers can sustain businesses in their

Scenarios
“Embarking on a new

strategy often means
that a company doesn’t
possess the quality of
management required
in house…”

www.britainsbraingain.com
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operations when there is a problem with staffing until the economic
situation improves.”

Another interviewee said: “The freelance model enables companies to
create a flexible workforce that can deal with fluctuations in working
patterns and in doing so provides additional stability to its employee
workforce.”

� Continuity: longer term relationships
Julie Stewart has been an IT contractor for the last 27 years. She is
currently working with Aviva, having started on a three month contract
in May 2007, moving to the current programme in January 2008.
The contract has been renewed every three months since then as Julie
continues to deliver multiple phases of a programme scheduled for
completion in September 2010.

Over time Julie has developed detailed understanding of Aviva’s systems
and is able to integrate with the team very quickly. Clients benefit from
her acquired knowledge of their products, combined with her objectivity
and experience as an external provider. At a previous client she has also
assumed a leadership role, for example providing cover when a client
project manager and team leader took holidays simultaneously.

Julie is a trusted supplier with access to systems not usually available to
new team members. To have full and easy access to these systems she
usually works at the client site every day, but has the flexibility to work
from home as and when required. Unlike a ‘temp’ she is not supervised
by the client. She is an experienced specialist who decides how best to
deploy her skills. Aviva’s managers focus on the deliverables and
deadlines, controlling the project, not the person.

“Contracting suits me down to the ground”, says Julie. “The flexibility of
having a three month renewable contract benefits both parties as neither
of us are tied into the relationship – instead the relationship is built on
a more positive motivation, the desire to continue working together.”

� Starting up: a non-starter without freelancers
Starting a business is not just about hard work and good ideas - both
of these are abundant commodities. Patricia Schaefer, writing for
BusinessKnowHow.com believes that learning from mistakes is not the
best approach:

“New business owners frequently lack relevant business and
management expertise in areas such as finance, purchasing, selling,
production, hiring and managing employees. Unless they recognize
what they don't do well, and seek help, business owners may soon
face disaster.”

With freelance advisers available by the hour, many start-up businesses
see this as a vital investment.

“The freelance model
enables companies
to create a flexible
workforce that can
deal with fluctuations
in working patterns…”

“We use a number of
specialist advisers for
several days each month.
Some months they might
do more, other times
less, flexing according to
the workload. That kind
of arrangement simply
wouldn’t be possible on
an employed basis.”
Iain McIlwee, Head of
Commercial Development,
PCG
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“On a project where
expertise is critical,
the size of the company
delivering the expertise
is irrelevant, neither
positive nor negative.
What matters is the
individual you will be
working with.”

� Mission critical: where expertise is paramount
NHS Blood & Transplant (NHSBT), the authority responsible for tracking,
testing and supplying blood to hospitals throughout England and North
Wales, recently embarked on a major infrastructure upgrade to create a
centralised national blood supply system.

Blood products must be immediately available and moved quickly to
where they are needed. The new platform therefore had to be designed
to survive multiple system failures in case of natural or man-made
disasters.

“We can handle a period of downtime of a few minutes or even hours,
but beyond that, we could be putting lives at risk,” says Neil Hogg,
General Manager of IT for NHSBT. “Bringing in the right level of expertise
was therefore both safety-critical and mission-critical. Our system vendor
put forward an independent sub-contractor, Colin Butcher (XDelta
Limited) to design and lead the implementation of a new disaster tolerant
platform.

“On a project where expertise is critical, the size of the company
delivering the expertise is irrelevant, neither positive nor negative. What
matters is the individual you will be working with. When vendors tender
for projects they often highlight their collective credentials, which don’t
necessarily reflect the individual expertise of the person handling your
project. Because our vendor transparently recommended an independent
consultant, we were able to assess his personal track record. We could
see that Colin had a background in mission critical systems such as air
traffic control which reassured us that he had the right skills for the
project.

“Not only does Colin have the deep technical understanding we needed,
he also has the ability to articulate it and to provide options.
As a knowledgeable client we want the pros and cons clearly explained
so that we can make choices. The great thing about a true subject matter
expert is they won’t lie to you – they’ll tell you what could go wrong
rather than being wise after the event.

“You also benefit from their personal network, letting you get straight to
the heart of issues. When working with particular software, for example,
we could bypass the support desk because Colin knew the person who
wrote the code.

“The impartial opinion of an independent third party is very valuable.
Colin would make recommendations for the good of the project,
irrespective of whether these were in the commercial interests of the
vendor sub-contracting him.”

Colin Butcher says this is possible thanks to a close working relationship
with both the vendor and the application provider (Savant): “The vendor
sub-contracted me transparently because they understand the value of
an objective view in this kind of project and trust me to do the right
thing. Equally, I trust them to provide the support and advice we need to
deliver. It’s very collaborative.”

“Collaboration and trust between all parties is so important”, underlines
Neil Hogg. “Working together we have succeeded in building the largest
centralised blood management system in the world .”

“The vendor sub-contracted
me transparently because
they understand the value
of an objective view in this
kind of project and trust
me to do the right thing.”
Colin Butcher,
independent consultant

www.britainsbraingain.com
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About PCG
PCG, the voice of freelancing, is the cross-sector
association for freelancers, contractors and
consultants in the UK, providing its members
with knowledge, representation, community
and insurance.

With around 20,000 members, PCG is the
largest association of independent professionals
in the EU.

It is PCG’s fundamental belief that flexibility
in the labour market is the key to ensuring
Britain’s future economic success.

PCG
Heathrow Boulevard
280 Bath Road
West Drayton
UB7 0DQ

T +44 (0)20 8897 9970
E admin@pcg.org.uk

www.pcg.org.uk
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This document is provided for general guidance only and does not
constitute professional advice. PCG accepts no liability for losses arising
from any action taken on the basis of this guidance.


