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Executive 
Summary
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Freelancers form a major part 
of the construction industry’s 
workforce. The aim of this report 
is to explore this vital part of 
the construction industry, using 
extensive empirical analysis 
including site visits, case studies 
and statistical analysis. Our firm-
level analysis covers 55% of the 
construction industry’s sectors, 
while our labour force analysis is 
industry-wide.

By combining this analysis with 
insights from both industrial and 
labour economics, we show that 
freelancers are unique economic 
agents in the construction industry. 
Their work and flexibility add value 
to businesses that could not be 
gained from employee labour.
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Our study shows that 
freelancers add value 
to the industry and 
the economy more 
generally by:
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Making it possible for businesses to use highly specialised labour and sub-contractors, 
thus driving huge cost-saving and productivity gains. The study shows that by using 
freelancers instead of employees for specialist functions, businesses can avoid idle, 
unused labour downtime. This leads to labour cost savings of 27-86 per cent per 
project. Savings are greatest when the labour needed is both short-term and highly 
specialised. In these situations, using employees would be too slow, involve excessive 
downtime and thus create excess overhead costs. 
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Helping the construction industry to adopt lean entrepreneurship management 
techniques. These allow lower fixed and sunk capital costs for each building project. 
They also make firms of all sizes much more agile and flexible. This allows Small 
and Medium-Sized Enterprises (SMEs) to compete with larger firms (because if 
there are freelancers available, there is no need to have a large internal employee 
workforce to cover a diverse range of labour skills). Overall then, it promotes a 
more competitive, high-performance industry, which improves choice, quality 
and price for private and public consumers.

Allowing businesses to use a ‘pay per project or task’ variable cost model, which helps 
them to de-risk construction ventures. This also enhances the expected return on 
investment and thus increases the total industry output.

Making finance for construction projects cheaper and easier to find by allowing 
businesses to de-risk their projects. This adds a further boost to the industry’s 
economic activity.

Helping businesses to manage fluctuations in demand, thus encouraging them 
to grow when market demand is above average, and also reducing business 
failures when market demand falls below expectation. 

Allowing firms to pay for output rather than input if they wish. This can make 
building project costs more predictable (less risky) and mean that fewer 
managerial resources are needed to monitor labour productivity. Paying based 
on output instead of according to hours worked can also boost productivity 
by aligning the interests of the worker and the firm more tightly.
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By analysing firms in the construction industry in 
2010, 2013 and 2017, we found that these were 
the main reasons why businesses use freelance labour 
as a significant part of their workforce.

We also delved deeply into a home building and a public 
school construction project. In each, we investigated 
the terms of the contracts freelance builders had been 
engaged on. We found that freelancers accounted 
for 51 per cent of workers on these projects and 57 
per cent of work days. In other words, freelancers 
dominate employees in the construction industry’s 
trades-manual workforce.

We found that the contractual terms were set to deliver 
the unique added value of freelance construction 
workers, and clearly differentiated their roles from 
employees. We suggest that the terms we found that 
were commonly used to define freelance workers 
could be very useful guidelines to help public policy 
and practice differentiate between false and legitimate 
freelancers.

We also did the first comparative statistical 
analysis of freelancer and employee earnings in the 
construction industry, using methodology and data 
from the Office for National Statistics, combined with 
the most extensive dataset on payrolls in the UK 
freelance construction industry. We made three 
key discoveries:

Firstly, we found that in terms of economic well-
being, freelance construction workers tend to be 
overwhelmingly in the middle group. Typically, both 
the best and the worst-paid workers were employees.

Secondly, among part-timers, freelancers typically 
earn more throughout every percentile from the 
lowest to the highest-paid workers. In many ways 
this is to be expected because the key added value 
of freelancers comes from their flexibility, agility and 
high degree of specialisation. If businesses need such 
qualities on a less than full-time basis, freelancers 
will have a significant advantage over employees. 
One would therefore expect part-time freelancers 
to be able to capture some of the unique value they 
add. Correspondingly, full-time freelancers may 
work with a single client and hence be expected 
to give volume-of-hours discounts.

Thirdly, the results debunk the myth that freelancers 
are the most vulnerable, lowest-paid workers in the 
construction industry. All the statistical evidence in 
our analysis shows that employees are the lowest paid 
among both full and part-time workers.
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In summary
Each of the three editions of this report has shown 
just how important freelancers are to the construction 
industry. Without them, it would face huge difficulties 
and many more business failures. This is because, 
through their unique economic function, freelancers 
both underpin and enable the entire construction 
industry’s business model.

Without freelancers’ contribution, the construction 
industry would be smaller and would hire fewer 
workers. It would also be less entrepreneurial and 
efficient. Consumers (i.e. households, industry and 
the Government) would pay higher prices to a more 
highly concentrated and less competitive industry. 

Genuine freelancers play a pivotal role in promoting 
economic performance in the construction industry. 
They are not entrepreneurs, but enable entrepreneurship, 
and their unique contribution must be recognised and 
valued. Instead, however, policymakers and business 
leaders alike seem to so often misclassify them as 
lesser forms of entrepreneur or employee that they 
risk encouraging policies that would eliminate their 
crucial economic contribution. 
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Centre for research  
on self-employment

The CRSE is the leading 
international think tank working 
to improve the understanding 
of the self-employment sector 
and its impact on the economy. 
It delivers leading-edge, robust 
and multidisciplinary research 
in collaboration with academics 
from around the world who 
are at the forefront of self-
employment studies.


