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[bookmark: begin]As discussed in chapter 1, a distinction can be drawn between owner‑managers who primarily provide labour services directly to clients under commercial contracts, and those who, in the main, sell goods and services, or manage staff. Following the ABS, these two groups are labelled independent contractors (ICs) and other business operators (OBOs), respectively. This appendix examines whether changes in owner manager of unincorporated enterprise (OMUE) employment as a share of total employment over the decade from 2001 can be attributed to changes in the prevalence of one (or both) of these forms of work.
C.1	Definitions and measurement of contractors
The term ‘independent contractor’ is used in Australian law to denote workers who provide labour services under a contract for services rather than as employees (under a contract of service) (Creighton and Stewart 2010).
Some studies have focused on a group labelled ‘self‑employed contractors’ (PC 2006; VandenHeuvel and Wooden 1995; Waite and Will 2001). This group is conceptually equivalent to ICs without employees. Unfortunately, changes in data collections over time meant that it was not possible to update previous estimates of self‑employed contractors. In each of the four years for which data on ICs were available (2008–2011), the share with no employees was about 79 per cent, indicating that over that period, trends in the prevalence of ICs were indicative of trends for self‑employed contractors.
Previous research has also examined ‘dependent contracting’. Some authors have used this term to refer to arrangements where the characteristics of a contractor’s employment are more akin to those of an employee than an IC (PC 2006; VandenHeuvel and Wooden 1995; Waite and Will 2001). Others use it to refer to ICs who are economically dependent on one client, and use the term ‘sham’ contractors for those whose employment arrangements are consistent with those of employees (FWO 2012a).
Estimating the prevalence of these working arrangements is difficult. In 2011, over three quarters of ICs were usually able to simultaneously work on more than one active contract — suggesting that they were not economically dependent on a single client (ABS 2012g). Among those who did not have this characteristic, some were possibly limited to one client at a time by the nature of their work, but were employed by multiple clients across time. More precise estimation of the extent to which ICs are economically dependent on one client is not possible with available data sources.
In terms of sham contracting, one characteristic that differentiates contractors and employees is freedom in the way work is performed (Australian Government 2012). In 2008, nearly 40 per cent of ICs did not have authority over their own working procedures. However, nearly 20 per cent of this group had employees and 56 per cent were able to sub‑contract their work, suggesting that a lack of authority over working procedures is consistent with many genuine contracting arrangements (authors’ estimates based on ABS 2010). The extent to which ICs should really be classified as employees is unclear.
Given the limitations of available data relating to ICs, and the observation of prevalence changes for OMUEs, the analysis of non‑employees in this report focuses particularly on OMUEs.
C.2	Changes in the prevalence of independent contractors and other business operators
Between 2008 and 2011 there was no trend in the prevalence of owner managers of incorporated enterprises (OMIEs) and OMUEs working as ICs, nor in OMIEs working as OBOs (table C.1). There was a small decline, however, in the prevalence of OMUEs working as OBOs. Constraints on access to credit for the self‑employed during the worst of the global financial crisis during 2008–09 could account for some of the decline in that period.
[bookmark: OLE_LINK1]Table C.1	Shares in total employment of OMIEs and OMUEs working as ICs or OBOs, 2008 to 2011a
Per cent
	
	OMIEs
	
	OMUEs

	
	ICs
	OBOs
	
	ICs
	OBOs

	2008
	2.5
	4.3
	
	5.5
	5.6

	2009
	2.5
	3.9
	
	6.1
	5.3

	2010
	2.7
	4.2
	
	6.1
	5.0

	2011
	2.4
	4.3
	
	5.6
	4.9


a Estimates for ICs are smaller than those presented in table B.8, appendix B because table B.8 includes employees coded as contractors.
Source: Authors’ estimates based on ABS (Forms of Employment, Cat. no. 6359.0).
Is it likely that the decline in the prevalence of OMUEs between 2001 and 2008 was due entirely to declines in OBO employment? Insight into this question can be gained by looking at the industries and occupations in which the two types of OMUEs worked. In 2008, although over three‑quarters of OMUEs worked in eight (of nineteen) industries (table C.2), the industries in which ICs and OBOs were relatively concentrated were quite different. For example, one‑third of ICs worked in construction (but only 9 per cent of OBOs), and one‑quarter of OBOs worked in agriculture, forestry and fishing (but only 5 per cent of ICs).
[bookmark: OLE_LINK2]Table C.2	Disaggregation of OMUE employment by industry and IC/OBO status, 2008
Per cent
	
	As a share of all OMUEs
	
	As a share of OMUEs in each industry

	
	ICs
	OBOs
	
	ICs
	OBOs

	Agriculture, forestry and fishing
	4.8
	23.7
	
	16.6
	83.4

	Construction
	34.9
	9.1
	
	78.9
	21.1

	Retail trade
	2.9
	12.2
	
	19.1
	80.9

	Accommodation and food services
	0.8
	6.1
	
	11.3
	88.7

	Transport, postal and warehousing
	8.6
	3.2
	
	72.3
	27.7

	Professional, scientific and technical services
	14.6
	7.6
	
	65.2
	34.8

	Administrative and support services
	7.1
	3.4
	
	67.1
	32.9

	Other services
	6.0
	11.1
	
	34.4
	65.6

	Total
	79.7
	76.5
	
	49.5
	50.5


Source: Authors’ estimates based on ABS (Microdata: LFS and FOE Survey CURF, Cat. no. 6202.0.30.007).
Similarly, although one‑half of all OMUEs worked as ICs and the other half as OBOs, within industries there were marked differences in the proportions of OMUEs working as ICs or OBOs. For example, about 80 per cent of OMUEs in agriculture and retail were OBOs. In contrast, the vast majority in construction and transport were ICs.
The concentrations of OMUE ICs and OBOs also varied both across and within occupations (table C.3). Over 90 per cent of OMUEs worked within six (of eight) occupations. The majority employed as managers were OBOs and the majority of technicians and trades workers and machinery operators and drivers were ICs.
[bookmark: OLE_LINK3]Table C.3	Disaggregation of OMUE employment by occupation and IC/OBO status, 2008
Per cent
	
	As a share of all OMUEs
	
	As a share of OMUEs in each occupation

	
	ICs
	OBOs
	
	ICs
	OBOs

	Managers
	11.3
	39.1
	
	22.1
	77.9

	Professionals
	21.5
	16.5
	
	56.0
	44.0

	Technicians and trades workers
	32.0
	16.3
	
	65.8
	34.2

	Clerical and administrative workers
	6.9
	9.2
	
	42.3
	57.7

	Machinery operators and drivers
	8.1
	2.5
	
	76.1
	23.9

	Labourers
	13.8
	7.8
	
	63.3
	36.7

	Total
	93.7
	91.4
	
	49.5
	50.5


Source: Authors’ estimates based on ABS (Microdata: LFS and FOE Survey CURF, Cat. no. 6202.0.30.007).
In combination with the shift‑share results presented for OMUEs by industry (appendix F) and occupation (appendix G), these data support a hypothesis that the decline in the prevalence of OMUEs between 2001 and 2010 was due to changes in both IC and OBO employment. Those analyses indicate that declines in the prevalence of OMUEs were particularly due to factors that affected:
agriculture and retail — industries in which OBOs are relatively concentrated
construction and transport — industries of relatively high IC employment
managers and clerical and administrative workers — occupations in which OBOs are relatively concentrated
[bookmark: _GoBack]technicians and trades workers and machinery operators and drivers —occupations in which OMUE ICs are more prevalent than OBOs.
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