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g and promoting the interests of consultants, contractors and freelancers

Freelance contractors and
consultants and their role
in the UK economy

Members of the Professional
Contractors Group (PCG) are
knowledge-based workers,
neither employers nor
employees. They market their
services to a range of clients,
typically operating through a
limited company.

There are an estimated one million
people working freelance in the UK.
They include many of the country’s

most experienced and knowledgeable
workers. This highly skilled, highly mobile
and highly flexible workforce is growing,
a trend that is likely to continue.

As the only one of its kind in the world,
the UK’s freelancing model represents
one of the country’s greatest economic
assets. The UK's economy has clearly been
outperforming its European competitors
in recent years, and the presence of a
much greater degree of flexibility within
its workforce must surely be a substantial
contributory factor. It is therefore
unsurprising that similar models are
developing in countries across Europe.

Freelance contractors are a true twenty-
first century workforce, but the relative
newness of the phenomenon has

led to some institutions and groups
misunderstanding freelancing or being
suspicious of it. PCG wants to ensure
that freelancing is fully understood
and accepted by all economic players.
As the smallest of small businesses,
contractors have specific needs which
are not fully catered for by any other
trade organisation. PCG exists to meet
those needs.

PCG members work in IT, engineering,
oil and gas extraction, management,
marketing, advertising and many other
sectors.

Benefits of freelance workers

Skills: contractors generally have their
own specific skills which they develop
and keep up to date; if a company
requires a specific skill for a specific
project, the best way of acquiring it is to
hire a contractor.

Flexibility: a contractor will be on site
only for as long as it requires to get the
job done; companies can dispense with
their services at the drop of a hat. They
do not need to administer sick pay,
NICs, training costs and other overheads
associated with employees: all these are
included in the fee and the contractor
takes care of them independently.

Freelancing in Europe

Preliminary research by PCG indicates
that there are between ten and 15
million freelance workers in Europe.
PCG leads the field in representing
contractors and is looking for ways

in which to co-operate with other
organisations representing freelance
workers in other EU member states.

PCG — key policy issues
The significance of small business

and increasingly flexible forms of
working have been recognised by the
Government. The Treasury issued a
consultation paper with the Pre-Budget
Report of 2004 on the taxation of small
businesses. The small business sector,

it observed, “makes an important
contribution to all sectors of the UK
economy.” The same document also
noted the “growing flexibility in the
nature of contractual arrangements

in the UK," as well as the continued
development of the “knowledge-driven

economy” and the significance of small
business in relation to it. The EU’s Lisbon
Strategy likewise emphasises small
business as key to its aims of enhancing
Europe’s competitiveness.

In practice, however, the Government
and other economic players have
been known to misunderstand small,
knowledge-based businesses and, at
times, inadvertently to treat them very
harshly.

While the flexibility of the UK's workforce
has increased enormously over recent
decades, the level of social protection
offered by the state has also grown,
particularly since 1997: a national
minimum wage has been introduced;
rights to maternity and paternity leave
have been enhanced; greater protection
has been extended to temporary
workers; and so on. In this context,

it is clear that one strand of thought,
intent on extending protection, has yet
to mesh fully with another, extending
worker flexibility, and has mistaken
happy, flexible and valuable business
people either for downtrodden and
exploited workers or, alternatively,
dishonest workers “on the fiddle”".

PCG hopes to bridge this gap by
promoting further understanding of
knowledge-based businesses and
flexible ways of working. A number of
key issues, of concern to contractors in
this context, are set out below.

Taxation

Contractors operate one of the simplest
business models imaginable, yet their
tax position has become nightmarishly
complicated in recent years. PCG
campaigns for clarity, consistency and
common sense in a tax system that is
unacceptably complex and uncertain for
a self-assessment regime.



IR35

PCG was formed in 1999 as a single-
issue group to protest against the
Government’s IR35 proposals. The
organisation has branched out into
other areas since then, but IR35 remains
members’ biggest grievance.

IR35 seeks to prevent so-called disguised
employees from avoiding tax by
working through limited companies on
a contract basis. PCG agrees that when
someone is working as an employee
they should be taxed as an employee.
The problem is that IR35 catches many
genuine contractors in its net: they are
taxed both as employees and employers,
but left with none of the safeguards

or protections associated with an
employment relationship.

PCG calls for the replacement of IR35
with arrangements that meet its original
stated aims.

By mid-2005, PCG had assisted almost
900 of its members in fighting IR35
cases, all bar three of them successful.

S660A

In April 2003, Inland Revenue (now HM
Revenue & Customs) announced that

it was to apply a new interpretation to
the settlements legislation, specifically
S660A of ICTA 1988. This new
interpretation will penalise thousands of

PCG activities and services
The voice of contractors

Several organisations address issues
pertaining to freelance contractors

from time to time, but PCG is the only
organisation actively representing

their interests to the Government. PCG
presents the case of its 12,000 members
to ministers, civil servants, MPs and MEPs.

PCG has also developed an unrivalled
range of services and initiatives which
both benefit its members and enhance
the status of freelance contractors across
the board.

Insurance and advice

PCG membership includes access to free
tax and legal helplines, advice manuals,
online members’'forums and standard

For further information

WWW.pcg.org.uk

businesses set up in a standard structure
in line with prevailing practice and
government advice across more than a
decade, whereby the company is jointly
owned, commonly by husband and wife,
and only one of the owners earns fees
but both receive dividends.

HMRC still refuses to admit that it has
reinterpreted the law retrospectively.
PCG believes that HMRC is wrong, both
morally and in law, to attack family
companies by reinterpreting tax law
retrospectively in this way. PCG is
challenging this dangerous precedent
by taking the first S660A test case, that
of Arctic Systems, through the courts.

Work permits

Since ¢.2000 there has manifestly not
been a shortage of skills in the IT sector
in the UK. PCG believes that workers
from abroad should not be given
prioritised entry to the UK to work

in sectors where there is already an
adequate skills base.

Campaigning by PCG led to IT being
removed from the DTI's “skills shortage”
list, so that overseas workers are not
given prioritised entry to the UK to work
in IT at a time when skilled workers are
already in abundant supply.

PCG is contributing fully to the
Government’s ongoing overhaul of the
immigration system.

contract templates, plus discounted
legal, accounting and insurance services
from PCG Affiliate members.

Standard membership includes
Professional Expenses Insurance,
covering all legal fees in a dispute with
HMRC. PAYE Audit Cover, for professional
expenses during all stages of an
investigation by HMRC, is bundled with
the higher tier of membership, PCGPlus.

PCG (QS)

It is increasingly common for public
sector and corporate clients to demand
quality certification, such as 1ISO9001,
from companies bidding for contracts.
PCG has set up the world’s first scheme
to help micro-businesses to attain UKAS-
accredited 1ISO9001:2000 certification at
a fraction of the normal cost.
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Offshoring

UK contractors are threatened by the
apparent ability of clients to obtain
equivalent services more cheaply by
relocating the work abroad.

Astonishingly, despite the DTl officially
encouraging and welcoming it, no
substantial study has yet been made

to assess the economic benefits or
otherwise to the UK of offshoring, or
whether it actually delivers the savings
to companies that it promises on paper.

PCG is undertaking the first ever
empirical study of this issue. The
preliminary findings suggest that in
practice the benefits of offshoring often
fail to be realised.

PCG will continue to promote the case of
UK contractors, among whom there is a
depth and quality of expertise unrivalled
anywhere else in the world.

Services directive

PCG supports the aim of the proposed
directive to create a free market in
services. This will generate many new
opportunities for the UK’s dynamic body
of freelance consultants and contractors.

PCG is confident that they will rise to the
competitive challenge that will result
from this newly open market.

PCG Quality Systems, or PCG (QS), has
been developed at a time when the
priority given to quality assurance within
the EU is growing.

Such measures are seen as a vital key to
meeting the goals of the Lisbon Strategy
on Europe’s competitiveness: with this
scheme, PCG is at the cutting edge of
this movement.

Approved Contract scheme

A top priority for freelance contractors
is having access to sound business-to-
business contracts that do not prejudice
them with regard to their tax position.
Under the Approved Contract Scheme,
a PCG quality mark appears on the
contracts of participating agencies,
showing that they are commercially and
legally sound.

Professional Contractors Group Limited
Sovereign Court, 635 Sipson Road, West Drayton UB7 OJE

B05-09 1.0 | Copyright © PCG 2005 t: 0845 1259899 f: 0845 644 4105 e:admin@pcg.org.uk




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


