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Permanent vs Contract

Let Battle Commence!
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What’s good about permanent employment?
Maybe the sense of belonging?

Or the security and professional identity?
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Permanent Employment
Pros

Cons

Associated employment benefits, i.e.
pension, bonus, share schemes, life
cover,
paid holiday/sick, etc.

Less flexibility; might get sidelined into a
particular style of work you don’t enjoy.

Potential for career progression,
professional training & education paid for by
your company, etc.

Likely to be less cash in the bank at
the end of each month compared with
contracting.

More security, not looking for something
else every 3/6/9/12
months.
Feeling of belonging to something bigger
than you, contributing to a
team/company’s success.
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Why would you consider contracting?
Maybe for the pilesAoflife
cash?
of luxury andMaybe
early retirement?
for sense of professional expertise?
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Contract Employment
Pros

Cons

Opportunity to gain experience in
different companies, different industry areas,
different toolsets and establish
a range of
contacts for future
opportunities in a
relatively short time span.

Personal company admin. If set up as
your own Ltd company, you have
timesheets/invoicing to take care of,
monthly salary/expenses/dividends/ HMRC
to organise, keep meticulous records of
mileage, expenses, earnings, etc. for yearend tax purposes, employ a company
accountant, etc.

Leave job concerns at the door at the
end of the day; it’s not your company, you’re
being paid to do a specific piece
of
work/role and then leave. Can be a
more
relaxed way to work.

Likely to be lots of interviews! Not
necessarily great if you’ve come out of long
term perm employment and haven’t
interviewed for a long time, or aren’t
comfortable in that situation.

No involvement in office politics
(unless you want there to be!).
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Attitudes of perm colleagues can be mixed. Some are glad you’re there to help, others may view you as
more of a mercenary, getting paid more than they are, and expect you to work longer hours/harder as a
result. Not necessarily an issue if you are being paid by the hour and have the flexibility to work longer
hours! Not so much fun if you’re on a flat daily fee.
You don’t have to forge long-lasting working relationships (pro and con. In some jobs, you may be glad to
leave, because of people, nature of work, location, environment; in others, you may regret not being able
to have a contract extension or perm opportunity as you’ve enjoyed your time there).
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If you decide to take the plunge and pursue contracting, you have a decision to make about
exactly how you set yourself up as a contractor. You can either become a sole trader, create
your own limited company, or operate through an umbrella company. All have benefits and
potential drawbacks; in the Simply Business newsletter of April 2016, Mark James
summarised the differences, advantages and disadvantages that might help you make this
decision.
Sole Trader
• A self-employed person who is the sole owner of their business.
• Simple to set up (can be done online via the Gov.uk website).
Limited Company
• A business with its own legal identity, separate from its owners (shareholders) and
managers (directors). This remains the case even if it is run by just one person (you, the
contractor), who acts as both shareholder and director.
Umbrella Company
• Saves you the overhead of setting up your own limited company and managing your own
tax, NI, payroll and other financial obligations. Outsources your administration, for a fee.
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Sole Trader - Advantages
Easy to set up and relatively little paperwork, although you still need to submit
an annual self-assessment tax return.

Greater privacy than a limited company as you’re not registered as a business
at Companies House where your company information is available to the
general public.
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Sole Trader - Disadvantages
Sole traders have unlimited liability, meaning that if the business gets into debt,
the business owner (you!), is personally liable.

Tax rates on sole traders aren’t as beneficial as they can be for a limited company.

Should the business go well and you want to expand, banks and other investors
are less keen to back sole traders when compared with limited companies.
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Limited Company - Advantages
There is a distinct legal distinction between the business and the business owner.
This means that you have limited liability, so if the business experiences financial
difficulties, you only stand to lose what you put into the company and personal assets
are not at risk.
Limited companies are generally more tax efficient (and therefore profitable) than
sole traders as they don’t pay income tax but instead pay corporation tax on their
profits. There are also a wider range of allowances and tax-deductible costs that a
limited company can claim against its profits.

Once you’ve registered your company name with Companies House, nobody else can
use it. Sole traders aren’t offered the same protection.
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Limited Company - Disadvantages
You have additional responsibilities such as filing a yearly annual tax return as well
as annual company accounts. These added responsibilities can be costly and timeconsuming. You’ll either need to handle this paperwork yourself, or hire an
accountant to do it for you.

There are additional fees when you set up your business too, as you need to pay to
incorporate your business and register with Companies House. If you’re not a
qualified accountant, you may also need help to set up and run your company payroll.

Because your company is registered at Companies House, your business information
(details on directors, company earnings, etc.) are publically available. This may not
appeal to everyone.
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Umbrella Company - Advantages
Manages your payroll, tax, NI and other accounting obligations for you, invoicing the
client on your behalf and providing you with payment and a payslip once the invoice
has been settled (minus a fee for their services).

Saves you the expense of setting up, and potentially shutting down, a limited
company, while maintaining the flexibility and other benefits of working as a
contractor.

Can opt to leave the umbrella company at any stage and start your own limited
company. Difficult to move the other way.
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Umbrella Company - Disadvantages
You pay a fee for their services.

You don’t have the same flexibility to manage your tax liability to your advantage as
you would with a limited company; your employment status is different as you aren’t
the director of your own company, but are instead an employee of the umbrella
company.
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My Advice (for what it’s worth!)
• Speak to an accountant for more information and advice; their expertise can be invaluable when it
comes to tax facts!
• Whichever route you choose, you’ll also have to invest in business insurance to cover public liability,
employer’s liability and professional indemnity. You’ll need to provide proof of these when taking on
contract roles.
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What’s the difference in earning potential?
Good question! The earning potential for technical authors/writers/communicators varies enormously
from company to company and role to role. Experience, location, industry, tool requirements and many
other factors all contribute to a highly varied landscape.
Just taking August as an example, the following range of salaries or rates were available with advertised
vacant positions:
Permanent

Contract

High: £75,000-100,000, London

High: £400-500 per day, finance sector, London
(£2,500 per week, £117,500 over 47 weeks)

Low: £21,000-£25,000, manufacturing,
Manchester

Low: £120-180 per day, laboratory
Instrumentation, Cheshire (£900 per week, £42,300
over 47 weeks)
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Other Considerations
Are you tied to a particular geographic area, or do you have
flexibility when considering location? If the former, it may be
possible to take a contract position locally while waiting for
a suitable perm role. If the latter, you may have the freedom
to pursue the opportunities that pay the best or that are
with companies or in the industry areas you are particularly
interested in.
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Thank you for your
attention.
Any questions?

19

