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Contractors – always from the outside looking in?
Abstract

Purpose - This exploratory research paper investigates the relationships between contractors, their permanent employee co-workers and the managers of both groups.  While organizational commitment provides the main variable of comparison between the three groups, understanding of the results is enhanced by examining perceptions of the reasons why contractors are used as well as issues of equity and fairness in treatment.
Design- Set in the IT department of a large Australian organization, this study incorporates corresponding perspectives from a questionnaire of contractors, co-workers and their managers.
Findings - These multiple demonstrate a disjuncture where the actual rating differences between contractors and co-worker employees was often very small yet the perception of difference was large. These results were mainly to the disadvantage of both contactors and to permanent employees. It appears that the presence of contractors may in fact produce negative perceptions amongst permanent employees about the organization. 
Limitations – the small sample size and case study nature of the research limit the generalisabilty of the results
Practical implications - The results emphasise the need for careful management of both workforces and for more research into the implications the use of contractors has on organizational performance.
Originality – questioning the value of treating people as “non-employees” because they are self employed (whether by choice or not) is long overdue. Further, examining well established measures such as the OCQ, in terms of what they actually mean for those offering the response and for the subject of those responses hopefully provides more meaningful insight
Key Words –self employment, Contractors, IT,  inclusion,  Commitment
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Introduction

The last two decades have witnessed major structural and attitudinal changes in the way we think about work. The standard notion of employment being a full-time, stable job of an indefinite duration seems largely irrelevant to many in the workforce today (Campbell, Whitehouse & Baxter, 2009; Standing, 2008). Although most non-standard work arrangements and the consequences associated with them are not new developments, the growth in terms of absolute numbers and, as a proportion of the overall workforce, is. This is particularly true in Australia where Australian Bureau of Statistics (2007) data reveals that we exceed all other OECD nations in the use of non-standard work arrangements.
Whilst non-standard workers are a growing presence in the workforces of many nations, research on the impact and implications of utilising them remains relatively meagre. This lack is made more pertinent by the fact that moves to using non-standard labour are generally explained as employer driven in the quest for organizational flexibility and cost containment (deRuyter & Burgess, 2000; Gallagher & McLean-Parks, 2001; Hoque & Kirkpatrick, 2003). Looking at contracting in particular and the Australian context, there is also the practice noted by Penning (2009) and Greene (2000:183) of ‘the “conversion” of employees to independent contractor status by employers seeking to minimise employment costs and obligation.’ Contracting is often seen as synonymous with self employment and efforts to separate out the key characteristics of both generally conclude that it is a pointless exercise (Leighton, 2006). Further, while contracting has traditionally been associated with trade work, it is increasingly the domain for knowledge work occupations such as high level executives, accountants, information technology specialists, educators, scientists and lawyers (Jarmon, Paulson & Rebne, 1998; Kunda, Barley & Evans, 2002; Poteshman, 1999). This introduces the notion identified over a decade ago when Crean (1995) and Jones (1995) suggested a key feature of the professional contractor workforce, differentiating it from most other non-standard arrangements, is that it operates in a labour market characterised by high demand and short supply.

   From an historical international view, the organizational implications of a contract workforce emerged with studies by Davis-Blake and Uzzi (1993) and Pearce (1993) which both identified differences between contractor and co-worker cohorts. It is a topic which still remains largely unexplored and the first research question this paper examines thus draws on traditional non-standard employment literature to explore perceptions of why contractors are utilized by organizations. The second research question then examines the differences between contractors and their co-worker employees in terms of levels of commitment. Then, incorporating findings from a number of more recent studies, such as Broschak, Davis-Blake and Block (2008), Drucker and Stanworth (2004) and Kale and Ardati (2001), the third research question asks whether these differences are important. All three research questions are considered from the perspectives of contractors, co-worker employees and then, the managers of both cohorts. 
   The next section of this paper establishes the basis for the three research questions through an examination of contemporary debates on contractors. The subsequent sections then describe the study, provide a discussion of the results and offer a series of conclusions which have implications for the management of both contractor and employee co-workers.
Contemporary Debates 

This section of the paper draws on the literature about contractors in terms of the psychological contract of employment, the reasons why organizations use contractors and perceptions about the equity and fairness of the treatment of both contractor and employee co-workers. It concludes with an overview of the legal position of contracting within Australia.
  The concept of the psychological contract as a way of understanding the expectations individuals have of their relationship with their employer can be traced back to the 1960s and revolves around the norm of reciprocity whereby employees reciprocate employer treatment (Coyle-Shapiro & Kessler, 2002). In terms of non-standard employment, the major change identified within the psychological contract is the shift from long-term relational to short term transactional contracts (McDonald and Makim, 2000). The traditional relational contract is broad, open-ended, contains long-term obligations and is based on the exchange of not only economic elements (such as pay), but also on socio-emotional elements such as loyalty, support and trust in management (De Meuse et al, 2001; Maguire, 2002). Under the relational contract Rousseau (1995) proposes employees internalise company values and link their identity with the organization. In contrast, the transactional contract is based on specific, short-term, economic obligations that require limited involvement by the organization and employee (Millward & Brewerton, 1999). Supporting this disjuncture, studies by Redpath, Hurst and Devine (2009) and De Meuse, Bergman and Lester (2001) found that non-standard workers had a different view of the psychological contract from employees because of their focus on flexibility and the transitory nature of their current work environment while Noer (1997) found employees more concerned with relational elements such as respect, support and trust. Put simply, transactional contracts are linked with economic exchange and relational contracts with social exchange. While the latter is based on reciprocity between parties, economic exchange beliefs maintain that transactions between parties are independent events, neither long-standing nor ongoing. For individuals under a transactional contract, the organization is simply a place where individuals do their work, investing little attachment or commitment to the organization while organizations see the employee as being employed purely on current value to the organization. Overall, the transactional contract is viewed as a more ‘mercenary’ contract that is most suited to the non-standard workforce and the professional contractor in particular as it allows an organization to be highly flexible and able to adapt as required by market pressures. This provides the basis for the common assumption noted by Pearce (1993) well over a decade ago; namely that employees have higher commitment and loyalty to the organization than contractors. 

   The notion of commitment is often interrelated with a second theme in the literature, the question as to why organizations utilise contractors. While the key determinant of increased growth is widely accepted as one of employer demand, specific reasons as to why employers use contractors range from the requirement for explicit skills or knowledge not held by core employees to increased numerical flexibility and reduction in labour costs (Saloniemi, Virtanen & Valutera, 2005). As a result, the relationship between the employing organization and their workforce reflects the moves discussed above, away from the traditional relational employment relationship, to one that is more transactional and where the partnership is viewed as temporary. This allows organizations to adjust employee numbers in relation to the amount of work available at any given time and further enabling managers the ability to reduce fixed labour costs (Byoung-Hoon & Frenkel, 2004). The value of contractors lies in their ability to offer flexibility without the financial, legal and psychological costs generally associated with the hiring and laying-off of employees. Moving to focus specifically on contractors, Holmes (1986) classification still dominates the research to suggest that contracting arrangements are for reasons of:

1. Capacity – coping with periods of peak demand/providing cover for short term absence of regular employees

2. Specialisation – access specialised skills unavailable in-house, one-off tasks or specialised equipment unavailable in-house

3. Reduction of labour costs – either cheaper than in-house staff or avoiding government regulations and charges

4. Miscellaneous needs – circumventing staff ceilings/recruitment problems, enabling greater temporal flexibility, increasing job security for permanent workers, reducing union influence to worker preference for contract work 

More recent substantiation of these reasons is provided by Dzeng and Lee (2004) who found the use of contractors to gain access to knowledge and expertise not available in-house while Allan and Sienko (1997), Ho et al. (2003),  Greene (2000) and Weil (2009) found explanations of cost, job security for permanent staff and recruitment problems to the need to cover periods of peak demand. These reasons are typified by enhanced employer control over the workforce and lead to the third area of questioning – the importance and consequences of the use of a contractor workforce. The literature here suggests the presence of contractors may decrease employee commitment, especially in relation to the perceived equity of the treatment between themselves and the non-standard workforce (Galais & Moser, 2009; Geary, 1992; Redpath et al, 2009). 
Such views are intensified when the contractors are professionals where the premium attached to their specialised skills means individuals become sought after by organizations requiring their expertise and willing to pay generously for it (Lim, 2002). As with Pearce (1993), the contractors under investigation in this study are limited to professionals (engineers in the original study and IT workers in this one) and this ‘limitation’ provides an important dimension. The selection of IT contractors represents an occupation where such employment has become a standard and accepted arrangement which presents an accessible career alternative for an organization's employees (Fleming, Harley & Sewell, 2004; Ho et al, 2003; Kunda et al, 2002). Also, while the non-standard work literature tends to concentrate on the potential for marginalisation and disadvantage, the literature on professionals, especially those in contracting, provides a mirror opposite. Writers such as Bridges (1995) and Rifkin (1995) portray professional contractors as highly paid, independent and satisfied with working in these arrangements. While such attributes are largely anecdotal, there is also an emerging literature indicating contractors are resented by employee co-workers and experience anxiety and estrangement (Kunda et al, 2002; Guest, 2004; Marler & Barringer, 2002). 
The national context of work may also be an important consideration in understanding what is happening at a workplace and why. Within Australia, it is well recognised that many of the key benefits organisations derive from the use of non-standard workers arise from the fact that they fall outside of the normally accepted provisions and protections associated with employment (ACIRRT 2005; Burgess and Campbell 1998). Following on from this, the ability to differentiate between employee and contractor has been contentious within both Australian State and Commonwealth jurisdictions for decades. Until recently, the debate focussed on establishing independence within the employment relationship to separate employer, worker and contractor and required the common law to provide guidance. While the key test dates back to 1880, defining the master/servant relationship, focussing on the legal definition of control, modern technology and the diversity and complexity of working arrangements means that this can be difficult to determine in any consistent and rational manner (Stewart 2007). Legal response to the increasing complexity saw increasingly complex tests of ‘true’ independence and the ‘economic reality’ of the relationship emerge – concerns reflective of practices such as the reclassification of formerly permanent workers to contract status (Hall 2006). Perhaps it is no wonder then that organisations engaging contractors have generally focussed on managing them as ‘non-employees’ and therefore perhaps setting up a system of endemic non-inclusion to ensure the boundary between employee and contractor is not crossed? The need to maintain a separation between the two workforces and specifically one where the contractor will always be the outsider looking in is questionable when we look at just how many people we are talking about. The size of the issue becomes clear when with the first Australia wide collection of data on the size of the contractor workforce occurring in 2008. The Australian Bureau of Statistics (ABS) Forms of Employment Survey found that over 1.1 million of Australia’s 9.8 million employed are contractors (ABS, 2009). Self employed contracting status thus accounts for at least 10% of the workforce. This estimate may in fact be far larger if the 1 million business owners are added in. 
This section has provided the basis of three research questions suggesting that contractors have lower commitment to an organization than employees, that organizations use contractors to maintain control over their workforces and thirdly, that the presence of contractors on the employees working alongside will negatively impact on perceptions of equity and fairness in terms of earnings, standard of work, roles and treatment by the organization.
Methodology
The following section details exploratory research into one organization. Called CompEX to preserve anonymity, the organization employs over 650 staff in total and is based within inner city Melbourne, Australia. CompEX is an insurance based organization which dates back to the mid 1980s and has undergone three major organizational restructures in the past decade associated with the move from the public sector to a quasi private sector status. The IT department within CompEX has altered over the last ten years from over 80 staff a decade ago to 20 five years ago to a current complement of 55; comprising 4 managers, 23 employees and 28 contractors. A very specific element of the basis of contractor engagement by CompEX was that the lacks of involvement by the organisations Human Resource Department with hiring being undertaken by direct line and operational managers. Further differentiation between permanent employees and contract staff was seen in the colour coding of the security identity tags all were required to wear, generally on CompEX lanyards, with employees being colour coded green and contractors in red. Targeted questionnaire surveys were distributed to all 55 staff as part of a project briefing at the weekly staff meeting. Participation was voluntary and anonymous. A response rate of 53% (29/55) was gained. Further, a follow up phone interview with the senior manager of the IT division clarified some information.

Measures

The first research question examined the assumption that contractors will have lower commitment to the organization than employees. As with Pearce’s’ (1993) study, organizational commitment was assessed with the short form of Mowday, Steers and Porter's (1979) Organizational Commitment questionnaire (the OCQ). A well validated instrument, the OCQ conceptualises commitment as two subsets; continuance commitment and affective/attitudinal commitment - the desire to remain in the organization and the willingness to exert effort on behalf of the organization as well as an acceptance and belief in the organizations values. The OCQ uses a seven point Likert scale, where 1 is ‘strongly disagree, 4 is ‘neither agree nor disagree’ to 7 as ‘strongly agree.’ The nine-item schedule was duplicated in this study to provide comparative ratings where the first iteration was the standard focus on the commitment of the participant to the employing organization while the second asked participants what they thought the ‘other’ cohorts ratings of commitment would be. Contractors rated co-worker employee commitment to the organization whilst co-worker employees did the same for contractors. The reciprocal perceptions of contractor and co-worker employees were triangulated with the views of the managers of both cohorts. 
The second research question examined the reasons organizations use contractors from the comparative perspective of contractors, co-worker employees as well the managers of both the two workforces - allowing the perceptions of each of groups of workers to be measured against the actual reasons provided by the managers. Holmes’s (1986) complete list of fifteen items, validated in more recent studies such as Ho et al (2003) and Dzeng and Lee (2004) was used. Participants were asked to select as many reasons as needed to explain why they thought contractors were used.
   The third research question examined the effects the presence of contractors had on employee co-workers through perceptions of equity and fairness in terms of earnings, standard of work, roles and treatment by the organization. The seven items used drew on Allan and Sienko (1996), Abraham and Taylor (1996), Carson, Madhok et al. (2003), Millward and Brewerton (1999) and Pedersen (2004)  where transactional exchange factors such as financial gain and instrumentality were more salient to contractors than co-workers and centred on contractors and their earnings, standard of work and the hours of work. Again, managers provided their views of the two workforces. A seven point Likert scale, where 1 is either ‘very poor’ or, not at all important’ 4 was the neutral midpoint and 7 indicated ‘extremely well’ or ‘extremely important’ was used. 

Results

This section provides an overview of participants and then outlines the findings in terms of the three research questions. Due to the small non-random sample size, no non-parametric tests of significance are used in the analysis of the results and discussion remains at the descriptive level (Cresswell, 2003; Yin, 2003;Tharenou, Donohue, & Cooper, 2007)
As Table 1 shows, 29 of the 55 staff in CompEX, including all 4 of the managers, 10 of the 23 employees and 15 of the 28 contractors returned completed surveys. While no differentiation has been made between the four managers to preserve anonymity, one was the organizations’ CIM (Chief Information Manager) who the other three all reported to. These three covered the areas of operations, research and development (R&D) and support.

Table I: Profile of Participants 

	
	
	Contractors

( n = 15)
	Employees

(n = 10)
	Managers

(n = 4)
	Total

N = 29

	GENDER
	Male

Female
	13

2
	7

3
	4

0
	24

	
	
	
	
	
	5

	MEAN AGE
	36.33
	33.3
	37
	35.54

	MEAN YEARS 

· Contracting  

· Working
	
	
	
	

	
	5.39
	N/A
	N/A
	

	
	13.25
	12.8
	
	

	MEAN YEARS

 working for CompEX


	3.56
	7.75
	6.0
	5.77


Table 1 reveals that the majority of contractors (60%) were relatively recent to contracting, working this way for less than 5 years. There is also evidence of contracting as a professional norm in the IT industry with 4 individuals working this way for 8-15 years. Most of the contractors (80%) and employees (60%) have been working for 10 or more years. Table 1 also reveals the dependence CompEX has on contractors is relatively recent as none of the contractors reported working for the organization for more than 5 years. A follow up phone call to the CIM clarified this result with the semi-privatisation of the organization five years ago and subsequent rapid growth of the IT department cited. The spread of contractors is even over the areas of support, R&D and operations. 

Organizational Commitment 

The notion that contractors have lower levels of commitment to the engaging organization than employees is not borne out in the results presented in Table 2 where commitment levels are nearly identical across all three participant groups. While the mean results in this study are slightly higher than the 3.4 reported by Pearce (1993), it should be noted that a rating of 4 accords to the neutral point of ‘neither agree or disagree’ – hardly an outstanding result for any organization.

Table 2: Overall Ratings of Organizational Commitment 

	                                                                 Raters

	ratee

ees
	
	contractors
	employees
	managers

	
	Contractors


	3.9
	3.9
	3.8

	
	EmployeEs
	4.1
	4.3
	4.2


Taking these results a step further, Table 3 shows contractors rated their willingness to put in a great deal of effort for CompEX above that ascribed to them by either employees or managers - as well as being higher than the same willingness they ascribed to employees. 
Table 3: Ratings of Organizational Commitment 

	
	
	
	Raters

	 
	
	
	Contractor

Mean

(n = 14)
	Employee

Mean

(n = 10)
	Manager

Mean

(n = 4)

	1. Great deal of effort for organization
	RATEES
	Ctr

’ee
	5.8

4.7
	4.2

5.7
	5.0

5.3

	2. Talk up organization to my friends
	
	Ctr

’ee
	3.9

3.7
	4.9

4.9
	3.5

4.3

	3. Accept almost any job to keep working
	
	Ctr

’ee
	2.2

2.8
	2.7

2.6
	3.5

3.8

	4. Similar values as organization 
	
	Ctr

’ee
	4.0

4.1
	3.8

4.0
	3.8

4.5

	5. Proud to tell others wk for organization 
	
	Ctr

’ee
	4.3

4.5
	4.6

4.8
	3.5

4.0

	6. Organization really inspires performance
	
	Ctr

’ee
	3.5

3.4
	4.3

3.8
	3.3

3.0

	7. Glad chose organization over others
	
	Ctr

’ee
	3.8

3.9
	4.7

4.8
	4.3

4.8

	8. Really care about fate of organization
	
	Ctr

’ee
	4.9

4.9
	4.4

4.8
	4.0

5.3

	9. Best possible of all organization
	
	Ctr

’ee
	2.9

3.4
	3.3

3.3
	3.5

3.0


Ctr = contractor  ’ee = employee   

While contractors are less willing to take on the wider public relations role for the organization suggested in the items 2 and 5 than employees (means of 3.9 and 4.3 for contractors compared to 4.9 and 4.8 for employees), managers under-rated this item for both groups. Alternatively, managers over-rated the strength of attachment of both to CompEX (item 3 for both groups, items 7 & 9 for contractors and items 4 & 8 for employees). Manager over-rating is tempered with underestimation of the depth of longer-term attachment expressed by contractors in item 8. These results indicate both the affective and continuance commitment features at the heart of the relational psychological contract, expected from employees, is also a feature of contractors. This is not reflected in either the managers or co-worker ratings.

Overall, both employees and managers consistently rate employees’ commitment higher than contractors whilst contractors consistently rate themselves as very similar to employees. In terms of actual work effort, contractors actually rate themselves well above employees while employees hold the reverse perception. This item in particular resonates with prior studies such as Geary (1992) and Hoque and Kirkpatrick (2003) as an indication of potential for conflict between contractors and employees and one which their managers are unlikely to perceive as they rate both groups similarly on this item. It also leads to the question as to why contractors are being used.
Why use contractors?

Table 4 reveals variations in the reasons the three participant groups gave for the use of contractors in CompEX. Note that this is an area where the managers actually provide the answers while contractors and employees provide perceptions. With this in mind, managers nominated only five of the fifteen possible explanations. The lack of ability to develop appropriate IT skills in-house, departmental needs to be able to effectively deal with changing workflow, staff numbers, increased work demands or budget issues all reflect an operational focus on the use of contractors. Not only are these reasons generally of a short-term nature and coincide with the reactive reasons cited by Holmes (1986). 
Table 4: Reasons for Contractor Use 

	
	Contractors

N = 15
	Employees

N = 10
	Managers

N = 4

	Cope with periods peak demand
	8
	53%
	8
	80%
	2
	50%

	Cover short term staff absence
	4
	27%
	5
	50%
	3
	75%

	Access specialised skills n/a inhouse
	11
	73%
	5
	50%
	4
	100%

	To deal with one-off tasks
	10
	67%
	7
	70%
	-
	-

	Reduce costs
	3
	20%
	2
	20%
	-
	-

	Avoid Govt regulations & charges
	2
	13%
	2
	20%
	-
	-

	Way around budget & staff restraints
	8
	53%
	5
	50%
	3
	75%

	Enable work outside normal hours
	-
	-
	1
	10%
	-
	-

	Increase job security permanent staff
	1
	7%
	1
	10%
	-
	-

	Overcome recruitment problems
	8
	53%
	5
	50%
	1
	25%

	More productive than permanent staff
	7
	47%
	-
	-
	-
	-

	Reduce union influence
	1
	7%
	1
	10%
	-
	-

	Prefer to be contractors
	2
	13%
	3
	30%
	-
	-


Using the managers’ responses as the benchmark reveals contractors generally have a more accurate assessment of the reasons they are being utilised than employees. One item nominated by contractors but not the two was the perception that contractors are more productive – indicative of contractors attributing not only purposive but possibly strategic intent to the organization. Managers focus on ‘filling the gaps’ is clearly at odds with this perceptions and both employees and contractors ascribe greater organizational planning in the use of contractors than managers identified – shown most clearly in both worker groups selecting the need to deal with ‘one off’ tasks while none of the four managers did. Reasons of capacity and specialisation dominate responses for all three participant groups but differ in that contractors ascribe more positive, strategic intent to management than do employees. The effect of these is examined in the next section of results.

Equity and Fairness

The potential for perceived differences to result in conflict is examined through perceptions of equity and fairness in terms of earnings, standard of work, roles and treatment by the organization. The comparative focus is retained in Table 5 with contractors, employee co-workers and the managers of both providing their perspective on these same items... 

Table 5: Equity and Fairness 

	
	Contractor

mean

N = 15
	Employee

mean

N = 10
	Manager

mean

N = 4
	Total

mean

N = 29

	The amount ctrs earn is...
	5.3
	6.3
	6.3
	5.8

	The standard of ctrs work is ...
	4.7
	5.3
	5.3
	5.0

	The hours ctrs work is ...
	4.4
	4.9
	4.8
	4.6

	The orgn treats ctrs ...
	4.5
	5.3
	5.0
	4.8

	The orgn treats employees…
	4.5
	4.5
	5.0
	4.6

	Ctrs role in this orgn is ...
	5.5
	5.2
	5.3
	5.3

	Employees role in this orgn is…
	5.5
	5.0
	5.3
	5.3


The first item examines pay and shows that while contractors rate their earnings as ‘quite good’, managers and employees are more impressed and suggest that it is 'very good.’ Kunda et al (2002) note discrepancies over an issue like pay indicate potential for conflict and this may well be intensified in an environment such as CompEX where contractors outnumber employees. Other items suggest a similar disconnect between organizational treatment of contractors and employees. Although managers and contractors both see the two groups of workers as being treated as ‘average’ to ‘quite well’, employees themselves actually rate the treatment of contractors higher than the treatment they receive. This may be similar to the lack of trust in the organization found in Pearce’s (1993) study rather than the negative result of perceived poor treatment of contractors found in Geary’s (1992) research.

Discussion

The first research question examined whether contractors have lower commitment to the organization than employees. This was not supported in the aggregate results with no discernible differences between contractor, employee or manager ratings found. This contrast with views in the popular literature as well as prior academic findings by Pearce (1993), Millward & Brewerton (1999) and by other studies may be explained by the differences in employer treatment of their contactors. In other studies, contractors were largely externalised while in CompEX, contractors are internalised, working side by side with employees. The internalised nature of this latter relationship appears to produce more harmonious results. This is despite the very distinct hiring arrangements which clearly distance contractors from organisational human resource management practices as well as the very obvious large coloured ID cards – with the red side notably turned over by many contractor so as not to be visible. These apparently inbuilt sources of active differentiation and even discrimination – making identification and exclusion of contractors by permanent employees quite acceptable, appear to be overcome. 
    However, desegregating the results reveals clear areas indicative of the potential for conflict. Firstly, contractors demonstrated much greater willingness to exert extra effort towards organizational success and a much greater affinity with the fate of the organization than either their co-worker or managers ascribed to them. These findings further contradict the common assumption that contractors are less committed than employees and question why neither co-workers nor managers were aware of this. One explanation for contractor willingness to expend extra effort may be the notion of professional identity – as Kunda et al (2002) suggest, it is more commitment to the profession rather than any individual organization. While the ability of professionals to hold dual commitments, both to an organization and a profession, is beyond the scope of this study, it suggests that the future development of this pilot study should incorporate such aspects. A second explanation may be found in the psychological involvement factors developed by Millward and Brewerton (1999) and suggests that length of contract tenure is an important variable of analysis for further studies. Linked to this, over half the contractors had worked for CompEX for two-five years and may explain the convergence between employee/contractor willingness to expend effort in ensuring organizational success. This has important implications for organizations using contractors – with the suggestion that longer contracts may promote greater work effort. A third explanation is suggested by Byoung-Hoon and Frenkel’s (2004) findings that significant organizational change may mean that it is CompEX employees rather than contractors who have changed and become less committed to the organization. 
   This latter possibility relates to the second area of the study, the reasons why CompEX uses contractors. Marked differences emerged in the comparative perspectives. While no evidence was found for contracting arrangements as the product of managerial manipulation or substituting them for permanent employment neither was there evidence of proactivity - such as providing opportunities for individual flexibility. Instead, reasons reflected the same short terms and reactive reasons found by Holmes (1986),  Allan and Sienko (1997) and Ho et al. (2003) and  Greene (2000). They also accord with Greene’s (2000) suggestion that contractors reduce the fixed costs associated with employees so that the wage bill appears to be reduced This was certainly the case in CompEX where contractor costs were allocated to another area of budgeting outside of the standard headcount of human resource management practices. 
  The third area examined the effects that the presence of contractors has on the employees working alongside them. Levels of pay were a key area where there may be perceived inequity by employees. This appears to be borne out in the fact that employees rated the organizations' treatment of contractors as better than that which they themselves received. These results differ from those expected. Rather than employees being negatively affected by the perceived poor treatment of contractors (as in Cameron, 2000; Geary, 1992 or Pedersen, 2004), negative attitudes towards the organization may actually be the result of the perceived preferential treatment of contractors. Again, the fact that contractors outnumber employees, are highly visible, work side by side with employees and may work at CompEX for some time could be both an explanation of these results as well as an indication that conflict is not an issue. Clearly, future development in this project needs to add to the comparative focus so employees assess satisfaction with their own pay levels as well. Incorporation of a recognised and established job satisfaction scale could replace many of the items used here. The findings discussed here offer evidence of an organization which appears to have successfully integrated contractor and co-worker employee workforces. 

Always outside looking in?
The results of this study were not consistent with the assumption that contractors have lower organizational commitment than employees, this is despite the fact that there appeared to be some very strong indicators for differential treatment and non-inclusive behaviours towards contractors. Unlike Biggs and Swailes (2006), contractors were not detached from their place of work, despite physical signals of their non-employee status symbolized in their different coloured id badges, nor were they disinterested in organizational goals. As with Millward and Brewerton’s (1999) findings, CompEX contractors were as likely to feel involved with and part of the organization as employees. Instead, it seems that as with Pearce (1993), Jarmon et al (1998), Kunda et al (2002), the knowledge intense, projects based nature of the work under investigation means contractors quickly become integrated into being team members. Overall, the reality rather than the perception of commitment at least was that contractors and employees were very similar.

   However, as with Pearce (1993), Davis-Blake and Uzzi (1993) and Cameron (2000), there was support for the presence of contractors resulting in less employee trust in the organization. While identified here in issues of contractor pay and perceived treatment, less trust can have major implications. As suggested by Cameron (2000), Carson et al (2003) and Paulin (2000), negative perceptions do lead to reduced levels of performance, absenteeism and job satisfaction. The fact that differences are perceived in these areas is important, especially for organizations wishing to retain the services of key resources such as those invested in their contractors. The use of contractors to ease organizations through periods of change may be thus be accepted wisdom but the results raise questions as to just how long this use is seen as acceptable. The findings also suggest that more research is needed into the dynamics of the potential for movement between employee and contractor status, especially in knowledge worker professions such as the IT workers in this case study where the occupation has clear norms of contracting as a career option. As with Watsons’ (2005:383) research into causal workers, the issues are often subjective in nature and “more likely to bear fruit through in-depth qualitative research.” The very specific exclusion of contractors from what is seen as common human resource practices of recruitment and selection and the allotment of contractors to a balance sheet equation, which presumably places them alongside items such as tables and other “disposable” resources would be interesting to explore further
   The fact that contractors in this study seem to survive so well and for so long in a situation that initially seems set up to exclude and even marginalise them suggests that the individuals themselves possess characteristics of resilience and self belief that are worth further study. Rather than the more general notion of non-standard employment, these findings suggest links to the entrepreneur within the later literature on self employment. In summary, the findings from this study indicate some key areas for further research into the effects of the presence of contractor and other peripheral workers have on employee, manager and overall organizational performance.  
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