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Executive Summary 
 

A key aspect of change in the employment landscape over the last two decades has been the 

increasing proportion of those working in non-standard work arrangements. 

 

The Government is considering legislative changes around non-standard work arrangements. 

These changes may have implications for attracting to, and retaining people in the 

professions, for professional development, for the job and income security of non-standard 

workers as well as for society more broadly. APESMA�s view is that the diversification of 

forms of employment is a complex issue which seriously impacts on workers, contractors, 

families, communities, businesses and society at large, and which requires careful analysis 

and policy development. 

 

APESMA is opposed to regressive labour market deregulation which, in the guise of 

modernity and flexibility, seeks to remove or override mechanisms currently in place to ensure 

that persons within disguised employment relationships have access to the protections they 

are due. 

 

APESMA is committed to industrial regulation and maintenance of the powers of the AIRC to 

make appropriate orders where employers are attempting to avoid their employment 

obligations by way of artificial arrangements which may be specifically designed to place 

workers outside the regulatory protective framework. 

 

This Submission seeks to respond specifically to the proposals set out in the Department of 

Employment and Workplace Relations discussion paper titled Proposals for Legislative 

Reforms in Independent Contracting and Labour Hire Arrangements. 

 

This Submission should be read in conjunction with the Association�s Submission to the 

House of Representatives Standing Committee on Employment, Workplace Relations and 

Workforce Participation. The views set out in that Submission are based on an extensive 

survey of independent contractors undertaken by the Association of Professional Engineers, 

Scientists and Managers, Australia in 2004, and draw on information and data available 

through APESMA�s special interest group for contractors called Connect. The Submission is 

set out as Appendix 1 and the Survey report is included in that Submission as Appendix 1. 

The Survey Report is available on open access at 

http://www.apesma.asn.au/employment/connect/pdfs/survey_report_2004.pdf and the 

Submission to the House of Representatives Committee is available from 

http://www.apesma.asn.au/employment/connect/pdfs/inquiry_into_contracting.pdf. 
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Introduction 
 

Re:  Proposals for Legislative Reforms in Independent Contracting and Labour Hire 

Arrangements � DEWR discussion paper 

 

1. I refer to the DEWR paper titled Proposals for Legislative Reforms in Independent 

Contracting and Labour Hire Arrangements in which you invite organisations to make 

Submissions on issues and proposals raised in the discussion paper. 

 

2. The Association of Professional Engineers, Scientists and Managers, Australia 

(APESMA) is an organisation registered under the Workplace Relations Act 

representing over 25,000 professional engineers, scientists, veterinarians, surveyors, 

architects, pharmacists, information technology professionals, managers and 

transport professionals throughout Australia. We are the only industrial association 

representing exclusively the industrial and professional interests of these groups. 

 

We thank you for the opportunity and outline our submission below. 

 



Response to specific proposals 
 

Government proposal APESMA�s stance Rationale behind APESMA�s stance 

 1. The WR Act should be amended to provide 
that awards and agreements cannot 
contain clauses which restrict engaging 
independent contractors or impose 
conditions or limitations on their 
engagement. 

APESMA is opposed to amendment of the WR Act 
to provide that awards and agreements cannot 
contain clauses which restrict engaging 
independent contractors or impose conditions or 
limitations on their engagement. 

APESMA is concerned that sometimes the use of 
contractors is designed to undermine the salaries 
and conditions of employment for existing 
employees. 

In addition there is concern that persons who may 
wish to be engaged as employees may be forced 
to accept contractor arrangements or not be 
offered the work. 

APESMA supports the use of contractors for 
covering workflow peaks, meeting deadlines and 
overcoming skill gaps where a permanent 
workforce is unavailable. APESMA also believes 
that contractors themselves should be entitled to 
contract terms that are not harsh or unfair but 
which are based on the minimum entitlements 
under awards and enterprise agreements for full-
time employees in the establishment doing the 
same or similar work. 

Clauses which limit or define the circumstances in 
which contractors may be used protect both 
employees and contractors � they do not limit 
flexible work practices. 

 2. Should the current common law definitions 
of independent contractor and employee be 
retained for the purpose of the WR Act, 
with courts determining the question using 

APESMA is of the view that the common law 
definition of independent contractor and employee 
should be retained for the purposes of the WR Act 
with contractor/employee status to be determined 

Initial recourse to the AIRC would a relatively quick 
and cost effective mechanism by which to 
determine bona-fide independent contractors. 
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established common law principles? by the AIRC and on appeal by the Courts 
according to established common law principles 
and current procedures. 

In addition, the matter would be determined by the 
body with the greater practical understanding of 
relationships and organisation of work in the 
modern workplace. 

 3. Should the personal services business test 
under the Income Tax Assessment Act 
1997 be adopted as the sole definition of 
�independent contractor� for the purposes of 
workplace relations regulation? 

APESMA opposes use of the personal services 
business test as the sole definition of independent 
contractor. 

APESMA is of the view that the Alienation of 
Personal Services Business legislation penalises 
legitimate independent contractors. The criteria 
utilised by the ATO to assess contractor status 
potentially fails to recognise contractors who may 
be contracted to a single client for a period greater 
than 12 months. It is also unclear on criteria by 
which it assesses tools of trade for engineers and 
IT contractors. It is a wholly unsatisfactory means 
of assessing contractor status. 

 4. Should the personal services business test 
under the Income Tax Assessment Act 
1997 be adopted as part of the definition of 
�independent contractor� for the purposes of 
workplace relations regulation? 

APESMA is not opposed to the adoption of the 
personal services business test as part of the 
definition of independent contractor providing 
those who do not fall within the definition have 
access to a jurisdiction which refers to the 
common law test. 

The broader test provides for the diversity and 
complexity of commercial arrangements in place 
which the PSI tests to determine contractor status 
do not. The common law approach uses a multi-
factor test which looks to the substance of the 
arrangement. 

 5. Should an �Independent Contracting 
Registrar� be established to make 
declarations about employee/independent 
contractor status applying the appropriate 
tests? 

APESMA is not opposed to the establishment of 
an Independent Contracting Registrar; but does 
not support it being empowered to make 
declarations about employee/independent 
contractor status. 

While a register might be useful in discouraging 
some contrived contractor arrangements the 
declaration function has been executed by the 
AIRC and on Appeal by the courts � these 
structures deal effectively with such judgments. 

The AIRC and court processes are transparent 
and open to public scrutiny.  

 6. Should an object be added to section 3 of 
the WR Act to the effect that the status of 
independent contractors should be upheld 

APESMA opposes the addition of such an object. 

APESMA is of the view that two objects could be 

Where the AIRC makes a decision that an 
employer is contriving to place legitimate 
employees outside standard regulatory 
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and subject to minimal industrial 
regulation? 

more constructively added to the WR Act. The 
objects would provide that (i) flexibility and 
genuine work choices in work arrangements 
should be available to workers, and (ii) employers 
should not contrive to place bona fide employees 
outside the regulatory workplace protections.  

employment protections, industrial regulation and 
intervention is entirely appropriate and to be 
encouraged. Adding an object as proposed 
provides an opportunity for unscrupulous 
employers to undertake such contrivances in the 
hope that regulatory protections will be avoided in 
the name of being in line with an object of the Act. 

 7. Are there any State laws other than 
workplace relations laws (such as workers� 
compensation, anti-discrimination or OHS 
laws) containing independent contractor 
provisions which the Commonwealth 
should consider overriding? 

APESMA supports uniform OHS, workers 
compensation and anti-discrimination laws but 
suggests that a consultative program undertaken 
in conjunction with the states aimed at achieving 
this would be preferable to introducing overriding 
legislation. 

A consensus approach is likely to operate more 
effectively in the longer term. 

There is also the danger that existing rights 
enjoyed under state legislation will be lost. The 
desire for �uniformity� should try and ensure that 
these are not lost. 

 

 8. Should the proposed Independent 
Contractors Act override State and 
Territory unfair contracts laws and seek to 
cover the field (as far as is constitutionally 
possible) for unfair contracts provisions? 

APESMA is opposed to legislation which overrides 
State and Territory unfair contracts laws. 

Legislation that covers the field should not be at 
the expense of the protection/enhancement of the 
right not to be forced into an unfair contract that 
may exist under state legislation. 

 9. Should the Federal Magistrates Court be 
given jurisdiction to review contracts? 

APESMA does not oppose the Federal 
Magistrates Court being given jurisdiction in which 
to review contracts in addition to the existing 
jurisdictions.. 

In the interest of facilitating speedy judgments in a 
minimal cost jurisdiction on these matters, 
APESMA does not oppose the Federal 
Magistrates Court being granted jurisdictional 
coverage. 

 10. Should the proposed Act seek to override 
State �deeming provisions�, which draw 
independent contractors into the net of 
workplace relations regulation, as far as 
constitutionally possible? 

APESMA is opposed to legislation which seeks to 
override State �deeming provisions�. 

These provisions are often put in place to protect 
workers from unscrupulous employers contriving 
to place them outside workplace relations 
regulations to avoid their employment obligations. 
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 11. Should a civil penalty provision be 
introduced in the WR Act applying to hirers 
who deliberately attempt to avoid employer 
responsibilities by seeking to establish a 
false independent contracting 
arrangements? 

APESMA is in favour of a civil penalty being 
available in addition to those available under 
existing legal remedies. 

APESMA is committed to workers in disguised 
employment relationships having appropriate 
remedies available to them. 

 12. Should the labour hire industry be 
regulated to ensure high standards are met 
by all players? 

APESMA is committed to labour hire agencies 
being subject to workplace relations regulations. 

Ensuring that labour hire agencies are subject to 
workplace relations regulations ensures that where 
employers/principals are contriving to avoid their 
employment obligations, these obligations will be 
picked up by the labour hire agency. The 
individuals working under these arrangements will 
be afforded the protection of labour regulation. 

Any suggestion of self-regulation of the industry 
with voluntary adherence to a code of practice 
(which is canvassed in the discussion paper) 
would provide no protection against 
unfair/contrived arrangements. 

 13. The WR Act should be amended to provide 
that awards and agreements cannot 
contain clauses which restrict engaging 
labour hire workers or imposing conditions 
or limitations on their engagement. 

APESMA is opposed to amendment of the WR Act 
to provide that awards and agreements cannot 
contain clauses which restrict or impose conditions 
on the engagement of labour hire workers. 

See comments for Proposal 1. 

 14. Should the WR Act be amended to include 
in the definition of �employer� a labour hire 
agency that arranges for an employee (who 
is a party to a contract of service with the 
agency) to do work for someone else even 
though the employee is working for the 
other person under a labour hire 

APESMA is concerned that including a definition of 
employer in the WR Act which includes a labour 
hire agency may potentially legitimise a sham 
arrangement whereby the principal employer 
avoids their obligations. However such a definition 
also has the potential to afford a labour hire 
employee some protection such as access to 

One consequence of deeming a labour hire 
agency to be an employer is the potential for the 
engagement of most of its employees as casuals 
instead of as part-time or full-time employees. This 
would depend on the provisions in the relevant 
industrial awards. 
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arrangement? unfair dismissal provisions. 

 15. Should �Odco� arrangements be statutorily 
recognised in the Independent Contractors 
Act? 

APESMA�s response to this proposal is to re-state 
its response to Proposal 2. 

APESMA is of the view that the common law 
definition of independent contractor and employee 
should be retained for the purposes of the WR Act 
with contractor/employee status to be determined 
by the AIRC and on appeal by the Courts 
according to established common law principles 
and current procedures. 

See comments for Proposal 2. 

 



Conclusion 

 
APESMA considers itself a progressive organisation which recognises that the employment 

landscape and methods of engagement are changing. We are not opposed to the use of 

contractors and legislation to codify their roles. We acknowledge that flexibility in working 

arrangements is sought by employers and employees to both meet the demands of economic 

growth and competitiveness, and to strike a better balance between work and other 

responsibilities. However we are concerned that the unfettered growth of non-standard work 

has the potential to threaten employment stability and the availability of quality secure 

employment and give rise to longer term skill shortages. The Association rejects the 

presumption that tribunals and courts have become increasingly interventionist to curtail 

legitimate contractor growth; rather the evidence suggests that the relevant decisions of these 

bodies over time have been in response to applications by various and diverse stakeholders 

as part of their efforts to keep track of and close down the loopholes and contrivances which 

some unscrupulous operators have used to bypass proper employment obligations. 

 

In conclusion, the Association reiterates its commitment to supporting the growing number  of 

independent contractors and labour hire workers who form part of our membership, but also 

restates its opposition to legislation which would enable unscrupulous employers to contrive 

to place segments of workers outside the framework of standard employment protections and 

regulation. 

 

Submission preparation 

 
This submission was prepared by National Information Officer Kim Rickard and Senior 

Industrial Officer Michael Butler. For further comment, please contact Executive Director 

Industrial Relations, Geoff Fary, APESMA, GPO Box 1272L, Melbourne, Vic. 3001. 

Telephone: 03 9695 8800. Facsimile: 03 9696 9320. Email: info@apesma.asn.au. 
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Appendix 1 � Submission to House of Representatives Standing Committee on 
Employment, Workplace Relations and Workforce Participation Inquiry into 
Independent Contracting and Labour Hire Arrangements 
 
 

 

 
 
 

 
 
 
 
 
 
 

Submission to 
House of Representatives Standing Committee 

on Employment, Workplace Relations and Workforce Participation 
Inquiry into Independent Contracting and Labour Hire Arrangements 

 
 
 

Association of Professional Engineers, Scientists 
and Managers, Australia 

 
 

March 2005 
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Executive Summary 
 

A key aspect of change in the employment landscape over the last two decades has been the 

increasing proportion of those working in non-standard work arrangements. 

 

This has implications for attracting people to the professions, for professional development, 

for the job and income security of non-standard workers as well as for society more broadly. 

This Submission seeks to identify some of the major and potential effects of the growth in 

non-standard work arrangements on professionals, and some of the obstacles or 

impediments to obtaining a better understanding of the impact of labour deregulation on the 

composition of this diverse group of individuals. 

 

The Submission refers extensively to a survey of independent contractors undertaken by the 

Association of Professional Engineers, Scientists and Managers, Australia in 2004, and draws 

on information available through APESMA�s special interest group for contractors called 

Connect. The Survey report is set out as Appendix 2 to this document. The Connect website 

is available at www.apesma.asn.au/connect. 

 

The key points of this Submission are as follows: 

• The incidence of Professionals as a group within the independent contractor workforce is 

increasing. 

• This group is diverse in terms of size, the type of business engaged in, the industry sector 

in which they operate, in the products and services produced, in the processes and level 

of technology used, in the specific community and business environment in which they 

are located, and whether they operate in the private or public sectors. 

• APESMA is not opposed to the use of independent contractors to disperse specialist 

professional skills in short supply throughout industry, but is opposed to labour market 

deregulation which allows unscrupulous employers contriving to place segments of 

workers outside the framework of standard employment protections, rights and benefits. 

• Further labour market deregulation may have the effect of worsening the current skills 

shortage in Australian industry. 

• It is critical that institutional mechanisms for training and professional development are 

put in place to ensure the ongoing skills base of those moving into non-standard work 

arrangements. 

• The issues around liability for independent contractors are complex. While professional 

standards caps and proportionate liability enshrined in the CLERP9 amendments are 

likely to result in better liability outcomes for contractors, the issue of future liability 

continues to be a major ongoing concern for our members. Some form of tax concession 

for those working in non-standard work arrangements who must take out professional 
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indemnity insurance and long term run off cover would mean that these individuals would 

not be placing their personal assets at risk. 

• The issue of the Alienation of Personal Services Income legislation has not been 

satisfactorily resolved. While introduced as an anti-avoidance measure, APESMA is of the 

view that the PSI legislation has imposed both uncertainty and financial penalties on a 

significant number of genuine legitimate independent contractors. 

• Effective policy support for small to medium enterprises including independent contractors 

requires effective and detailed identification of business failures and exits to allow for 

targeted support programs. The Australian Bureau of Statistics should be funded to 

provide for collection and publication of such data. 
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Re:  House of Representatives Standing Committee on Employment, Workplace Relations 

and Workforce Participation Inquiry into Independent Contracting and Labour Hire 

Arrangements 

 

1. I refer to your 21 January 2005  letter in which you invited APESMA to make a 

submission to the House of Representatives Standing Committee on Employment, 

Workplace Relations and Workforce Participation on matters relating to Independent 

Contracting and Labour Hire Arrangements. 

 

2. The Association of Professional Engineers, Scientists and Managers, Australia 

(APESMA) is an organisation registered under the Workplace Relations Act 

representing over 25,000 professional engineers, scientists, veterinarians, surveyors, 

architects, pharmacists, information technology professionals, managers and 

transport professionals throughout Australia. We are the only industrial association 

representing exclusively the industrial and professional interests of these groups.  

 

We thank you for the opportunity and outline our submission below. 

 

3. Scope of report 

This report chiefly refers to members who are currently operating as 
independent contractors but also refers in part to those employed under labour 
hire arrangements. These individuals are represented by the shaded areas in 
Table 1 below. Under a labour hire arrangement, a professional has a contract 
of employment with the labour hire firm or agency but actually performs work 
for another firm (the principal employer), usually on the principal employer�s 
premises, using their equipment, and under the supervision of employees of 
the principal employer. The principal employer then has a separate contract 
with the agency or labour hire firm for the provision of �labour�. 

 

In other words, the employer in a labour hire arrangement is the labour hire firm or 

agency, although the professional appears otherwise to be employed by the principal 

firm. Most recruitment agencies offer this kind of service for their clients. 

 

Working in a labour hire arrangement differs from independent contracting in that the 

labour hire firm or agency pays superannuation, a regular salary, covers insurances 

and deducts PAYG tax for the professional, whereas an independent contractor must 

organise these themselves. An independent contractor has liability for all the costs 

associated with undertaking a contract for service and bears the commercial risk 

attached to undertaking the commercial contract. 
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Table 1 � Categories for understanding non-standard employmenti 
Employment relationship 

Producing company is 
employing company 

Producing company is not the employing company (contingent 
workers) 

Labour hire/employment 
agencies 

 
 

Permanent 

 
 

Casual Workers are 
employees 

Workers are 
�dependent 
contractors� 

Independent 
contractors (�sole 
traders� or �own 

account 
workers�) 

 
Outsourced 

suppliers 

 

5. Growth of non-standard workforce and Professionals as a segment of the 
contingent workforce 

 A key aspect of change in the employment landscape over the last two decades has 

been the increasing proportion of those working in non-standard work arrangements. 

The 2001 Productivity Commission report �Self-employed Contractors in Australia�ii 

documented the growth of the contingent workforce in Australia since the 1980�s. 

Unpublished data arising from the study and provided to APESMA confirmed the 

growing proportion of Professionals operating as part of the contingent workforce 

compared with other occupational groups: 

  The share of self-employed contractors in the Professionals workforce, 10 per 

cent, was high relative to contractors� share in most other occupational 

groups. 

 

6. Impact of rising incidence of professionals as part of contingent workforce on 
APESMA services 

 As the organisation representing the employment and professional interests of the 

various professions in our remit we rigorously monitor employment trends amongst 

our membership. An increasing proportion of the APESMA membership, currently 

around 10 per cent, are engaged as contractors and consultants. We expect this 

number to grow significantly over coming years, particularly in the IT, architecture and 

consulting engineering sectors of the economy. 

 

7. The rising incidence of professionals operating as self-employed contractors was 

reflected in the growth in membership of a special interest group for independent 

contractors and consultants established within APESMA (Connect). The membership 

of Connect has increased between August 2001 and February 2005 by more than 

120%. Representing and servicing this segment of the membership has become a 

strategic priority for the Association, which had until 2001 focused exclusively on 

representing employees in standard employment relationships. 

 

8. A program of services for independent contractors to assist in the process of 

managing the transition from employee to contractor was launched at the end of 
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2001. The program included profession-specific contractor hourly rates information, 

referral to discounted professional indemnity insurance, information on business 

structures and how to set up a business or consultancy operation, taxation advice, 

guidance on writing contracts for service, regular targeted newsletters, networking 

opportunities via seminars, an online networking tool, and a dedicated online 

mentoring program. 

 

9. Status and range of independent contracting arrangements 

 The following table sets out the breakdown of professions which comprise the 

membership of Connect. Whilst predominantly comprised of engineers, the 

membership also draws from a wide range of other profession groups. 

 

 Table 2 � Summary of ASCO minor group occupations as a percentage of the special 

interest contractor group 

ASCO minor group 
classification 

Profession Percentage of 
Contractor group 
membership 

2124, 2125, 2126, 2127, 2129 Professional Engineers  78 
2111, 2113, 2114 & 2119 Scientists inc. Chemists  10 
2121 Architects  2 
2231 Computing Professionals  2 
2382 Pharmacists  2 
2392 Veterinarians  1 
Other eg Managers  5 

 

10. In 2004, APESMA conducted a survey of its contractor membership. The 2004 

APESMA Independent Contractors and Consultants Survey (2004 APESMA ICC 

Survey) confirmed that its members are dispersed widely throughout industry and 

across the public and private sectors. The percentage of respondents in each industry 

is set out in the table below: 

 

Table 3 � Dispersal of Professionals operating as independent contractors across 

industry 
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11. Employment regulation and the diversification of forms of employment 
 APESMA�s view is that the diversification of forms of employment is a complex issue 

which seriously impacts on workers, contractors, families, communities, businesses 

and society at large, and which requires careful analysis and policy development. 

 

12. In considering the paper �The Scope of the Employment Relationship�iii at its meeting 

in Geneva in June 2003, the International Labour Organisation resolved that while 

genuine commercial and independent contracting arrangements should not be 

interfered with, there is a need for mechanisms to ensure that persons within 

disguised employment relationships have access to the protection they are due at the 

national level. 

 

13. APESMA shares this view. 

 

14. APESMA is not opposed to the use of independent contractors to disperse specialist 

professional skills in short supply throughout industry, but is opposed to employers 

contriving to place segments of workers outside the framework of standard 

employment protections, rights and benefits. APESMA is committed to industrial 

regulation and maintenance of the powers of the AIRC and state based tribunals to 

make appropriate orders where employers are attempting to avoid their employment 

obligations by way of artificial or contrived arrangements which may be specifically 

designed to place workers outside the regulatory protective framework. 
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15. In the 2004 ICC Survey, APESMA found that roughly a third of respondents were 

operating as contractors because they couldn�t find permanent work, and almost 65 

per cent reported that they believed contractors were used in workplaces as a cost-

cutting measure. 75 per cent indicated that they believed contractors were used by 

employers to avoid their employment obligations (copy of Survey attached as 

Appendix 1). 

 

16. APESMA proposes that the following principles be enshrined in the Workplace 
Relations Act: 

 

 
The use of contractors by employers is necessary in some circumstances to 
cover workflow peaks, meet deadlines, undertake specific finite projects and 
overcome short term skill gaps where a permanent workforce is unavailable for 
this purpose. 
 
Contractors should be used by employers within the following guidelines: 

• the security of employment of permanent employees is not to be prejudiced; 

• contractors should not be used to meet developing work demands that are of 
a permanent and ongoing nature; 

• contractors should not be used as a device to avoid provision of training to 
permanent employees and the development of an in-house capacity to 
undertake the work; 

• existing employees and the relevant union/employee associations should be 
consulted before contractors are engaged; 

• those engaging contractors should be required as a condition of engagement, 
to provide terms and conditions no less favourable than those prescribed in 
all relevant awards, enterprise agreements, legislation, codes of practice and 
quality standards; 

• in the event that a dispute arises over the engagement of contractors or in 
relation to a particular contract or contractor, it will be resolved through an 
appropriate dispute settling procedure which includes provision for matters 
unresolved to be referred to the AIRC, a state based tribunal or other mutually 
agreed arbitrator for settlement; 

• contractors themselves should be entitled to contract terms that are not harsh 
or unfair but which are based on the minimum entitlements under awards and 
enterprise agreements for full-time employees in the establishment doing the 
same or similar work. 

 

17. Contractor experience 
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 Reasons for opting to act as a contractor 

 The 2004 APESMA ICC Survey asked contractors about their reasons for choosing to 

operate as an independent contractor (respondents could choose up to three 

responses and as a consequence percentages do not add to 100 per cent). The main 

reason for choosing to operate as a contractor cited by respondents was better 

lifestyle (46 per cent). This was followed by better balance between work and family 

(35 per cent), better money (34 per cent), couldn�t find permanent work (31 per cent), 

better balance between work and travel (15 per cent), previous position was 

outsourced (10 per cent) and as a �probationary� period prior to permanent work (3 

per cent). 

 

18. Satisfaction levels 

 73 per cent of ICC survey respondents indicated that they were satisfied or very 

satisfied with operating under contractor arrangements. 11 per cent were dissatisfied 

working under these arrangements. 31 per cent of respondents indicated that they 

would take up an option of working as a full-time permanent employee while 69 per 

cent said they would not take up this option. The fairly high proportion of those who 

would not be interested in taking up the option of acting as an employee is consistent 

with the significant proportion of those who cited lifestyle as one of the major 

advantages of operating as a contractor (62 per cent) (N.B. The measure of better 

lifestyle referred to in Paragraph 17 above refers to the reasons for choosing to 

operate as a contractor, while the measure referred to here pertains to the 

respondent�s experience of being a contractor, hence the different percentages of 46 

and 62 per cent.) 

 

19. Drawbacks of working under contractor arrangements 

 Survey respondents not surprisingly cited lack of income security as the major 

disadvantage of operating as an independent contractor. This was followed by 

difficulty in locating clients, few holidays and long hours. A total of 35 per cent 

reported that working under contractor arrangements sometimes, often or always 

caused problems securing a mortgage or personal loan while 22 per cent indicated 

that working as a contractor sometimes or often caused problems paying bills. 

 

20. Advantages of operating as a contractor 

 APESMA ICC respondents reported the major advantages of working under 

contractor arrangements as follows (in order): 

 Table 4 � Advantages of operating as contractor 

Advantage Percentage 

Being own boss  68.7 
Lifestyle  62.0 
Able to operate from home  57.7 
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Sense of satisfaction from taking risk and being successful  54.0 
Income  47.2 
Balance between work and family  43.6 
Access to business tax deductions  39.9 
Better than being without work  31.1 
A way of phasing out of full-time work and into semi-retirement  27.0 
Balance between work and travel  19.0 
Means of supplementing income  14.7 
Source of income during years with young family  7.4 

 

21. Work and family responsibilities 

 While 35 per cent of respondents indicated that they chose to operate through non-

standard work arrangements for a better balance between work and family, a 

surprising 50 per cent reported that working under these arrangements had caused 

problems with family activities; non-standard work arrangements had not necessarily 

met contractors� expectations in this area. Whether or not operating under non-

standard work arrangements does in fact facilitate a better balance between work and 

family responsibilities clearly is an area requiring further research. APESMA 
proposes that Commonwealth funding for research to be conducted into 
whether or not operating under non-standard work arrangements brings about 
better work/family responsibilities balance outcomes. 

 

22. Downsizing in the 1990�s and the decline in number of professionals operating as 

contractors 

The profile of APESMA�s contractor membership suggests that the number of 

professionals operating as contractors may decline over time. The APESMA 2004 

ICC Survey indicated that the median age of a Connect member is 49. The majority 

of this group are likely to have received specialist training and gained experience 

either through a government department or large enterprise which downsized in the 

1990�s. These people would have received a redundancy package which may allow 

them to use contracting as a supplementary funding source. It is unlikely that such 

events will be repeated to the same extent in the near future. The possible 

consequence of this is that the existing pool of professionals offering their specialist 

skills across industry will shrink in time as people retire. 

 

23. Skill shortages 
 APESMA is concerned at the emerging shortage of professionals in a range of areas. The 

diminution in AIRC powers has led to an erosion of award relativities which, we would suggest, 

has in turn led to the professions becoming less attractive to students. 

 

 The following tables set out the percentage movement in Professional Engineers Awards rates 

compared to the movement in the benchmark C10 fitters classification in the Metal Industry 

Award over the last decade (1994-2004). 
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24. Table 5a � Percentage increase in major private industry awards for Professional 

Engineers and Professional Scientists � Metal Industry Award 

 
 
Name of Award 

 
 
Classification 

 
Base salary 
1994 

 
Base salary 
2004 

Percentage 
increase since 
1994 

Level 4  $46,061  $52,875  14.8 

Level 3  $39,543  $46,352  17.2 

Experienced 
Engineer 

 $35,193  $41,973  19.3 

Metal, Engineering 
and Associated 
Industries 
(Professional 
Engineers and 
Scientists Award) 
1998 New Graduate  $28,675  $35,685  24.5 

   Average  18.6 

 

 Table 5b � Percentage increase in major private industry awards for Professional 

Engineers and Professional Scientists � General Industries Award 

 
 
Name of Award 

 
 
Classification 

 
Base salary 
1994 

 
Base salary 
2004 

Percentage 
increase since 
1994 

Level 3  $41,933  $51,625  23.1 

Level 2  $35,562  $44,202  24.3 

Experienced 
Engineer 

 $33,188  $41,894  26.2 

Technical Services 
Professional 
Engineers 
(Consulting 
Engineers) Award 
1998 

New Graduate  $26,668  $35,573  33.4 

   Average  26.8 

 

 Table 6 � Increases in Metal Industry Award C10 fitter classification over last 
decade 

 Y Weekly Award rate for C10 
($) 

AIRC Print 
number 

1994  425.20  L6242 
1995  433.20  M1568 
1996  441.20  N2097 
1997  451.20  P1470 
1998  465.20  Q1020 
1999  477.20  R5307 
2000  492.20  S8605 
2001  507.20  PR904632 
2002  525.20  PR918271 
2003  542.20  PR932048 
2004  561.20  PR947308 

 

 The percentage increase for the C10 fitters rate between 1994 and 2004 was 32 per cent. 

 

25. This data demonstrates that the average percentage increase in the two major private 

industry awards for Professional Engineers and Scientists over the last decade were 

18.6 and 26.8 (Tables 5a and 5b). For Professional Engineers, this compares with an 

increase in the award rate for a C10 fitter of 32% over the same period (Table 6). This 
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data confirms the suggestion that Award salaries for Professionals have been eroded 

over time. 

 

26. APESMA members and officers involved in the growth of non-standard employment 

arrangements report that it can also result in short term/non-strategic HR planning 

which can lead to: 

• reduced cadetships/apprenticeships; 

• little succession planning; and 

• lack of career paths. 

 
27. APESMA recommends that Government support the establishment of a 

tripartite Inquiry into the likely impact of labour market deregulation and 
contracting on projected skill shortages. 

 

28. Professional development 
 The 2000 ACIRRT Report �It�s Not My Problem�iv indicated that there was a nexus 

between non-standard work arrangements and lower levels of training. This was 

borne out by the 2004 APESMA ICC Survey however the respondents generally 

showed some awareness of the importance of professional development in keeping 

skills up-to-date and developing a broad portfolio of transferable skills. The cost of 

such training was of course borne by the independent contractors themselves. 

 

29. Nature of professional development activities 

 The nature of the professional development activities undertaken by respondents 

ranged from post-graduate work to seminars and industry conferences as set out 

below: 

 Table 5 � Nature of formal professional development activities in previous four years 
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30. 84.2 per cent of respondents indicated that in the previous 12 months they had 

participated in informal professional development activities such as networking with 
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peers, reading journals, etc.. Of these, 50 per cent had participated in more than 15 

hours of professional development. This figure is well below the 50 hours of 

continuing professional development per year required by the Institution of Engineers, 

Australia so professional development is certainly a major issue. 

 

31. Comparison of PD experience as a contractor compared with experience as an 

employee or labour hire worker 

 49.1 per cent of survey respondents indicated that they had participated in lower 

levels of professional development activities as a contractor than as an employee. 

20.5 per cent said they had undertaken more professional development as an 

independent contractor, and 30.4 per cent reported the same level of professional 

development. Of those who obtained work through a labour hire agency, a staggering 

98.8 per cent indicated that the agency did not assist them in any way with 

professional development activities. 

 

32. APESMA recommends Commonwealth funding to a range of providers for 
putting in place institutional mechanisms, including scholarship programs and 
merit-based competitive funding schemes, to ensure that independent 
contractors and labour hire workers have access to professional development 
activities to maintain and upgrade their skills. 

 

33. Underemployment 

 The skills development issue sits alongside the equally important issue of the 

underemployment of contracting professionals. The 2004 APESMA ICC Survey found 

that 35 per cent of respondents felt that they were engaged on projects which 

sometimes, often or always underutilised their qualification/s, while 30 per cent 

reported that their contract engagements sometimes, often or always underutilised 

their experience. These figures indicate that underemployment as well as skills 

development are significant issues for contracting professionals. APESMA would 
support any initiatives which directly or indirectly address the 
underemployment of professionals in the workforce. 

 

34. Professional liability 

 The Association advises its contractor members to address professional liability as 

part of a responsible approach to business risk management. As part of its program 

of services to contractors, it provides access to competitive professional indemnity 

and public liability cover through APESMA Insurance Services. 

 

35. Escalating insurance premiums and the availability of appropriate cover were both 

identified as major issues for members in the 2004 APESMA ICC Survey. Around 75 
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per cent reported that their professional indemnity and/or public liability premiums had 

increased in the previous twelve months by an average 44 per cent. Respondents 

recovered on average around 40 per cent of this cost from clients. These figures are 

in line with the Association of Consulting Engineers Association�s professional 

indemnity insurance survey which found that around 20 per cent of consulting 

engineering firms are recovering only half their professional indemnity costs from 

clients. 

 

36. Whilst the CLERP9  amendments (Corporate Law Economic Reform Program) which 

became effective 26 July 2004 provide for proportionate liability and professional 

standards caps which promise to assist with better regulating the liability environment 

for professional consultants, the Association has a further key concern in relation to 

this area. The issue is that of potential future liability � that is, the assets of 

professionals placed at risk through litigation over a project they had previously 

worked on. While APESMA will undertake a member education campaign in this area 

and encourage members to provide for this cover when arriving at appropriate hourly 

rates, APESMA proposes that legislation be drafted which provides tax 
concessions for self-employed professionals to allow for future insurance 
liability. 

 

37. The issue of genuineness and legitimacy in relation to independent contractors 
and consultants 

 One of the major issues of concern to professionals operating as independent 

contractors identified by the 2004 APESMA ICC Survey was the operation of the 

Alienation of Personal Services Income (PSI) legislation. PSI was seen as a major or 

significant problem by 30 per cent of respondents and as a potential problem by a 

further 31 per cent. 

 

38. The PSI legislation was enacted on 1 July 2000 in response to recommendations set 

out in the Ralph Report. The legislation was intended to prevent individuals who 

generate income from their personal services from reducing their taxation liability by 

diverting income through a company, partnership or trust; and to limit and clarify the 

work-related deductions available to the individual and the interposed entity. The ATO 

put in place Taxation Rulings which detailed how a range of personal services 

business tests to determine contractor status would be applied. Those who did not 

satisfy these tests would not be regarded as businesses. 

 

39. While introduced as an anti-avoidance measure, APESMA is of the view that the PSI 

legislation has imposed both uncertainty and financial penalties on a significant 

number of genuine and legitimate independent contractors. One of the major 
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problems with the legislation for professional consultants continues to be the 80/20 

Rule which effectively limits the type and duration of contracts which genuine 

independent contractors and consultants can take on. The legislation presupposes a 

�normal� contract length of less than 12 months. However in many cases, this simply 

does not reflect the reality of design and construction timeframes for many 

infrastructure projects meaning genuine contractors are contracted to one client for a 

continuous period of at times several years on a single large infrastructure project. 

The PSI legislation forces them to effectively reduce the number of hours provided to 

a client in order to diversify their client base and sources of income, or potentially lose 

the capacity to claim a range of legitimate deductions. A schedule of contractor 

feedback on this particular aspect of the PSI legislation is set out at Appendix 2 of this 

Submission. 

 

40. In the revised ATO Rulings, the Results Test was elevated as the first criteria against 

which contractor status was determined. In considering whether or not a taxpayer will 

satisfy the Results Test, the ATO considers the substance of the arrangement 

between client and principal giving rise to the income. A problem with the PSI 

measure is in its application by the ATO � tax office officials have interpreted 

commercial terms of engagement � which set out arrangements between contractor 

and client - very narrowly when assessing contractor status for the purposes of a 

Personal Services Business Determination. 

 

41. APESMA does not accept that it is acceptable in terms of policy or application to 

require independent contractors delivering business services to frame their contract 

documentation in such a way and to effectively impose restrictions and penalties on 

legitimate independent contractors. 

 

42. APESMA proposes a review of the unusual circumstances provisions of ATO 
Rulings 2001/7 and 2001/8 to provide for an assessment of the diversity of a 
contractor�s client base over a period of five years on a rolling basis. This will 

assist with discriminating appropriately between genuine contractors and those 

attempting to avoid tax by creating an interposed entity. 

 

43. APESMA and labour hire arrangements 

 The employment of professionals by labour hire firms has consistently increased over 

the past decade. The labour hire employment relationship is very different to the 

standard direct employment relationship and more traditional independent contracting 

arrangements. 
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44. APESMA takes the view there are both advantages and disadvantages of working in 

a labour hire arrangement. Particularly for short-term contracts, the labour hire firm 

takes responsibility for many of the more expensive and inconvenient aspects of 

contractor-style engagement, such as recovering unpaid debts from principal 

employers. Additionally, it can be a good way to get a �foot in the door� with the 

principal employer for future direct, permanent employment, or to add to a 

professional�s experience. 

 

45. On the negative side, it is often quite easy for the principal employer to �dismiss� 

labour hire employees with or without a good reason and/or without regard to natural 

justice or due process. As there is no direct employment relationship with the 

principal employer, the relevant legislation and employment protections often do not 

apply. 

 

46. APESMA�s position in relation to labour hire is that it is appropriate to consider the 

labour hire option where there are genuine choices in the type of employment 

relationship available. However APESMA objects to the labour hire arrangement 

being used as a contrived means of principal employers avoiding their employment 

obligations particularly in relation to mandated unfair dismissal provisions and/or 

professional development. Arrangements which provide for such avoidance should be 

seen as the regressive loophole in labour regulation that they are rather than part of a 

�modern� Australian economy. 

 

47. As a point of interest, APESMA�s recruitment arm, ETM Placements, offers its labour 

hire staff skills-based training, access to a mentoring program and extensive 

assistance with career development. 

 

48. Monitoring and research 

 At present detailed ABS figures on the characteristics of business exits/failures are 

not available. Additional funding would allow the ABS to more accurately monitor 

business failures/exists/bankruptcies/closures to ensure that information was 

available on whether or not particular groups such as independent contractors are 

disproportionately represented in business failures. Effective policy support for small 

to medium enterprises is dependent upon being able to identify business failures, the 

reasons for these failures and then pinpointing and funding initiatives which provide 

targeted and appropriate support in these areas APESMA proposes that adequate 
Commonwealth funding be provided to the ABS to allow collection and 
preparation of information with sufficient level of detail to allow for trend 
monitoring of business failures. 
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49. Conclusion 

 While it is acknowledged that flexibility in working arrangements is sought by 

employers and employees to both meet the demands of economic growth, and to 

strike a better balance between work and family responsibilities, the unfettered 

growth of non-standard work has the potential to threaten employment stability and 

the availability of quality secure employment and give rise to longer term skill 

shortages.  

 

50. In conclusion, the Association reiterates its commitment to supporting the growing 

number of independent contractors and labour hire workers who form part of our 

membership, but also restates its opposition to legislation which would enable 

unscrupulous employers to contrive to place segments of workers outside the 

framework of standard employment protections and regulation. 

 

51. Submission preparation, acknowledgments and further comment 
 This submission was prepared by National Information Officer, Kim Rickard. APESMA 

would like to acknowledge the contribution of Alison Bathe and other industrial 

officers in the preparation of the submission. For further comment, please contact 

John Vines, Chief Executive, APESMA, GPO Box 1272L, Melbourne, Vic. 3001. 

Telephone: 03 9695 8800. Facsimile: 03 9696 9320. Email: info@apesma.asn.au. 
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APESMA Connect�s 2004 Survey of Independent Contractors and Consultants - 
key findings 
 
The 2004 Survey of Independent Contractors and Consultants found the major concerns 
for independent contractors over the last two years were squeezed profit margins, PSI, the 
increasing small business compliance burden in relation to GST and BAS, and escalating PI 
insurance premiums. 
 
While respondents not surprisingly cited lack of income security as the major disadvantage 
of operating as a contractor, over 70 per cent indicated that they were satisfied or very 
satisfied operating under such arrangements. 
 
Over 60 per cent of contractors reported that they chose to operate through non-standard 
work arrangements for better lifestyle and balance between work and family, but a 
surprising 50 per cent reported that working under these arrangements had caused 
problems with family activities; non-standard working arrangements had not necessarily 
met their expectations in this area. 
 
Roughly a third of respondents were operating as contractors because they couldn�t find 
permanent work, and almost 65 per cent reported that they believed that contractors were 
used in workplaces as a cost-cutting measure. 75 per cent indicated that they believed 
contractors were used by employers to avoid their employment obligations. 
 
On a positive note, over 80 per cent of contractors had undertaken professional 
development activities in the previous four years, and over half had been involved in either 
formal or informal training and networking activities in the preceding 12 months. 
 
And finally, the APESMA services valued most by respondents were discounted PI, PL and 
income protection insurance, the Connect Guide to Getting Started in Business, the pro-
forma contract for service and Guide to Drafting Contracts, the mentoring service and our 
Guide to PSI. 
 

 
IN SIDEBAR 
 
The purpose of conducting this survey of APESMA�s independent contractors and 
consultants was to establish a sound basis for policy development, and to obtain valuable 
information on the views of professionals operating a small business. 
 
Thank-you to all the members who responded to the survey � your input is greatly 
appreciated. 
 
I hope you find the report of interest, and the benchmarks set out in the IT and marketing 
section useful as a point of comparison in looking at the your own consultancy operation. 
 
Kim Rickard, Connect Executive Officer. 
 
Inset: 
Congratulations to Tony Johansen, John Durant and Lisa Harvey who were the winners of 
the $50 Officeworks vouchers offered to those who completed and submitted the survey. 



 32

What do contractors get paid? 
 
Hourly rates by responsibility level 
The survey found that the median hourly rate ranges for contractors by responsibility level 
were as follows: 
 
Figure 1 � Hourly rates by responsibility level 
 

 Hourly rate range 
Level 1 $29-$43 
Level 2 $44-$64 
Level 3 $60-$86 
Level 4 $79-$94 
Level 5 $114-$143 
Above Level 5* $135-$233 

 
* Responsibility level definitions are available under the General Section of the Business Info page of 

the Connect website at www.apesma.asna.au/connect. 
 
Earnings as a contractor vs employee 
The survey sought information on how contractors� earnings over their last three 
engagements compared with their earnings as an employee. The responses indicated that 
just under 43 per cent were on comparable earnings (between 80 and 140 per cent of their 
earnings as an employee). Just under 16 per cent earned over 140 per cent of their 
previous earnings while around 41 per cent earned less than 80 per cent of their previous 
income. 
 
Contract rates by industry 
Contractors operating in utilities such as power, gas and water recorded the highest hourly 
rates followed by the transport industry and the banking/finance industry. The transport 
equipment (non-automotive) and food/beverage/tobacco industries recorded the lowest 
rates. 
 
Figure 2 � Hourly rates by industry 
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Comparison of rates for public and private sector 
While there was a wide degree of variance for contractor hourly rates paid in the private 
sector, interestingly there was no significant difference between mean rates paid in the 
public compared to the private sector. The average hourly rate in the private sector was 
$94 and in the public sector $108. 
 
What hours do contractors work? 
Contractors worked an average 32 chargeable hours per week. Respondents indicated that 
on average, they would like to be working and charging for 36 hours per week. 
 
Where are contractors engaged? 



 33

The survey confirmed that professionals operating as independent contractors are 
dispersed widely throughout industry and across the public and private sector. 
 
Figure 3 - Dispersal of professionals operating as independent contractors across industries 
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Engagements and project duration 
There appeared to be a degree of polarisation in the area of engagements and project 
duration in the survey population. While just over 42 per cent of respondents undertook 
more than four contract engagements in the previous 12 months, just over 33 per cent 
had undertaken only one engagement in the same period. These figures were supported 
by the finding that 33.1 per cent were engaged on projects of less than three months� 
duration while around 38 per cent of respondents participated in projects of greater than 
12 months� duration. This would suggest that APESMA contractor professionals are most 
likely to have either one client or more than four clients in a 12 month period. 
 
Figure 4 � Engagements and project duration 
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These figures indicate that while over 40 per cent of respondents have a diverse client 
base and work to multiple clients, around 33 per cent worked to a single client. These 
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groups are likely to have different servicing needs in terms of PSI because of the impact 
the number of clients has on personal services business status. 
 
Major issues 
Survey respondents indicated that PSI (the Alienation of Personal Services Income 
legislation) and GST and BAS were two of their key business concerns over the previous 
three years. Members reported spending an average two to three hours per week 
maintaining tax records. PSI was seen as a major or significant problem by 29.8 per cent 
of respondents and as a potential problem by a further 31 per cent. 
 
Respondents� concerns over the increasing administrative and accounting burden in 
relation to taxation support the findings of the 2003 CPA Australia Small Business 
Compliance Burden Survey (also known as the Red Tape survey) which found that small 
businesses were critical of the increased paperwork required to comply in the area of small 
business taxation and the increased accountancy costs associated with outsourcing this 
work. 
 
Legal liability and professional indemnity insurance were named as key areas of concern 
with 54 per cent indicating that it was a major concern in the previous two to three years. 
Around 75 per cent reported that their professional indemnity and/or public liability 
premiums had increased in the previous 12 months by an average 44 per cent. 
Respondents recovered on average around 40 per cent of this cost from clients. These 
figures are in line with the Association of Consulting Engineers Association�s professional 
indemnity insurance survey which found that around 20 per cent of consulting engineering 
firms are recovering only half their PI costs from clients. 
 
Underemployment 
The survey sought information on the extent to which independent contractors perceive 
themselves to be underemployed. 35 per cent indicated that they were engaged on 
projects which sometimes, often or always under-utilised their qualification, while 29.5 per 
cent reported that their contract engagements sometimes, often or always under-utilised 
their experience. These figures would suggest that underemployment is perceived as a 
significant problem for contract professionals. 
 
IT and marketing 
The survey sought information on the cost of IT hardware and maintenance and marketing 
to professionals operating as independent contractors. Respondents indicated that they 
spent an average 7.3 per cent of their total operating costs on maintaining and purchasing 
new IT for their businesses, and just over two hours per week on maintaining 
infrastructure. 
 
In terms of marketing, respondents spent on average just over two hours per week and 
2.95 per cent of their total operating costs on marketing. An average 68 per cent of 
respondents' business was repeat business. 
 
These figures would indicate that purchasing and maintaining IT is a significant 
consideration for independent contractors, that contractors make a sizeable allocation of 
time and money to marketing, and that repeat business accounts for a major proportion of 
engagements for contractors operating as professionals. 
 
Professional development 
The survey sought information on the nature and level of professional development 
undertaken by contractors. Over 80 per cent of contractors surveyed indicated that they 
had participated in formal training or professional development in the last four years � 
over half had undertaken such activities in the previous 12 months. 
 
Nature of professional development activities 
The nature of the professional development activities ranged from post-graduate work to 
seminars and industry conferences. 
 
Figure 5 � Nature of formal professional development activities in previous four years 
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84.2 per cent of respondents indicated that in the previous 12 months they had also 
participated in informal professional development activities such as networking with peers. 
Of these, 50 per cent had participated in more than 15 hours of PD. 
 
This would suggest that professionals operating as independent contractors understand the 
importance of maintaining and expanding their portfolio of relevant skills and actively seek 
out PD activities through formal channels such as industry conferences, post-graduate 
study and seminars, as well as through informal channels such as networking with 
professional colleagues. 
 
Comparison of PD experience as a contractor compared with experience as an 
employee or labour hire worker 
49.1 per cent of survey respondents indicated that they had participated in lower levels of 
professional development activities as a contractor than as an employee. 20.5 per cent 
said they had undertaken more professional development as an independent contractor, 
and 30.4 per cent reported the same level of professional development. Of those who 
obtained work through a labour hire agency, 98.8 per cent indicated that the agency did 
not assist them in any way with professional development activities. 
 
Sources of business support 
The survey sought information on government, APESMA and other organisations as 
sources of business support and training to clarify how professionals utilise government 
business services, and to determine whether APESMA was seen as a relevant and 
appropriate provider of professional development services. 
 
Over 75 per cent indicated that they had not accessed government support services for 
three years or more, those did so were predominantly accessing either GST/BAS 
information (36.4 per cent) or business start-up advice (22.7 per cent). 98 per cent of 
respondents saw APESMA as an appropriate training and education provider and 52.1 per 
cent utilised APESMA as a provider of professional development services. 
 
Use of contractors 
The survey sought information on contractors� perceptions of the reasons they are utilised 
in business, about how they are regarded by their professional colleagues and about what 
informed their choice to act as a contractor. 
 
How and why contractors are used 
92 per cent of those surveyed indicated that they believed contractors were brought in to 
cover busy/peak times and 98.1 per cent reported that, in their view, contractors were 
used in workplaces to cover specialist functions. 
 
At the same time, 64.1 per cent reported that they believed that contractors were used in 
workplaces as a cost-cutting measure, while 75.2 per cent indicated that they believed that 
contractors were used sometimes, often or always to avoid their employment obligations. 
These figures would suggest that contractors believe they are brought in to cover peak 
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periods and to cover specialist functions but ALSO as a means of employers avoiding their 
employment obligations. If contractors believed they were used only as a means of 
employers avoiding their obligations, we would expect that contractors would  
overwhelmingly perceive themselves to be victims of the trend toward outsourcing, when 
in fact 59 per cent see themselves as beneficiaries of this trend. 
 
How professionals operating as independent contractors are regarded by 
employee colleagues? 
 
Figure 6 � How contractors are regarded by employee colleagues 
Regarded by professionals colleagues as Percentage 
 1. As an outsider  31.3 
 2. Potential threat  20.2 
 3. With distance  15.3 
 4. With suspicion  10.4 
 5. With professional respect  58.3 
 6. As a source of expertise  54.0 
 7. As a professional colleague  53.4 
 8. As someone to learn from  38.7 
 9. With trust  33.1 
10. Other  4.9 
 
If we generally characterise items 1-4 as negative, and items 5-9 as positive, survey 
responses would indicate that contractors believe overwhelmingly that they are viewed by 
their employee peers in positive rather than negative ways. 
 
Interestingly, while 54 per cent of respondents indicated that they were seen as a source 
of expertise by their employee colleagues, 25.3 per cent of respondents indicated that they 
passed on their skills and expertise selectively to their professional colleagues working as 
employees. Outsourcing of specialist functions is likely to impact on the upskilling of 
professionals on staff. 
 
Contractor experience 
 
Reasons for opting to act as a contractor 
Respondents were asked about their reasons for choosing to operate as an independent 
contractor (respondents could select up to three responses). 
 
The main reason respondents cited was better lifestyle (46 per cent). This was followed by 
better balance between work and family (35 per cent), better money (34 per cent), 
couldn�t find permanent work (31.3 per cent), better balance between work and travel 
(15.3 per cent), previous position was outsourced (10.4 per cent) and as a probationary 
period prior to permanent work (3.1 per cent). 
 
Satisfaction levels 
73.3 per cent of respondents indicated that they were satisfied or very satisfied with 
operating under contractor arrangements. 11 per cent were dissatisfied working under 
these arrangements. 30.6 per cent of respondents indicated that they would take up the 
option of working as a full-time permanent employee while 69.4 per cent said they would 
not take up this option. The fairly high proportion of those who would not be interested in 
taking up the option of acting as an employee is consistent with the significant proportion 
of those who opted for contracting as a lifestyle choice (62 per cent). 
 
Drawbacks of working under contractor arrangements 
Respondents cited lack of income security as the major disadvantage of operating as an 
independent contractor. This was followed by difficulty in locating clients (46.6 per cent), 
few holidays (38 per cent) and long hours (33.1 per cent). 
 
A total of 34.5 per cent reported that working under contractor arrangements sometimes, 
often or always caused problems securing a mortgage or personal loan while 22.3 per cent 
indicated that working as a contractor caused problems paying bills sometimes or often. 
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A surprising 49.7 per cent reported that working under contractor arrangements caused 
problems with family activities, in spite of the significant number who reported choosing to 
operate as a contractor for a better balance between work and family. 
 
Advantages of operating as a contractor 
Survey respondents reported the major advantages of working under contractor 
arrangements as follows (in order): 
 
Figure 7 � Advantages of operating as a contractor 

Percentage  
Advantage Yes No 
Being own boss  68.7  31.3 
Lifestyle  62.0  38.0 
Able to operate from home  57.7  42.3 
Sense of satisfaction from taking risk and 
being successful 

 
 54.0 

 
46.0 

Income  47.2  52.8 
Balance between work and family  43.6 56.4  
Access to business tax deductions  39.9  60.1 
Better than being without work  31.1  68.7 
A way of phasing out of full-time work and 
into semi-retirement 

 
 27.0 

 
73.0 

Balance between work and travel  19.0 81.0  
Means of supplementing income  14.7 85.3 
Source of income during years with young 
family 

 
 7.4 

 
 92.6 
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Demographics 
The survey sought demographic data from participants as background to the findings. This 
information will assist Connect with service development and targeting of information 
services. 
 
Profession 
71 per cent of respondents were Professional Engineers, followed by IT Professionals 
(13.6%), Professional Scientists (4.3%), Managers (3.7%), Pharmacists (1.2%) and 
Architects (0.6%). 
 
Home or office-based 
63.6 per cent of respondents operated from home, 6.8 per cent operated from a 
commercial office and 21 per cent operated from both. 
 
Gender 
The gender breakdown of survey respondents was Male 94.4 per cent and Female 5.6 per 
cent. This is in line with the gender composition of the Connect membership. 
 
Age group 
The mean age of respondents was 48 and the distribution was as follows: 
 

Minimum Percentile 25 Median Percentile 75 Maximum 
21 41 49 56 69 

 
Education level 
Education level % 
Bachelor degree  42.6 
Graduate certificate or diploma  19.8 
Masters  24.1 
PhD  9.3 
Other  4.3 
Total  100 
 
State 
State % 
NSW  23.3 
VIC  38.0 
QLD  9.2 
SA  4.3 
WA  11.0 
TAS  3.1 
ACT  7.4 
Overseas  3.7 
 
Regional/capital city location 

82%

18%

Capital city/suburb

Regional

 
 
Legal entity 
65.4% of respondents operated through a company structure, 9.9% operated through a 
partnership or trust, and 24.7% operated as sole traders. 
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Years consultancy operation has been in operation 
Years % 
Less than 1 year  8.6 
1 to less than 2 years  6.8 
2 to less than 3 years  9.3 
3 to less than 4 years  13.0 
More than 4 years  62.3 
Total  100.0 
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Endnotes 
 
 
                                                 
i Extract from Briggs, C. and Buchanan, J., (2002), ACIRRT study, Costs and liabilities 

associated with non-standard work: key issues for accountants. University of Sydney. p9. 
 
ii Waite, L. and Will, L. (2001). Self-employed contractors in Australia: incidence and 

characteristics, Productivity Commission Staff Research Paper. 
 
iii International Labour Organisation (2003), The scope of the employment relationship, 

Report V. 
 
iv  Hall, R., Bretherton, T. and Buchanan, J. (2000). It's Not my Problem: the growth of non-

standard work and its impact on vocational education and training in Australia., National 
Centre for Vocational Education Research and Australian National Training Authority. 
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