The essentials of setting up, building and
running your practice.
Episode 1:
Employed or Self-employed? From both the
employee and practice owner’s perspective.
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Welcome to practicedna, the Podcast that teaches you how to setup, build and run your own
practice. Sponsored by Icon Practice, Practice Management Software. Get anywhere access
to your system while saving thousands in upfront costs, visit iconpractice.com now.

Hi there, I am Matthew Holmes and I am your host on practicedna the Podcast where we teach
you how to setup, build and run your own practice. This is obviously our first episode and I
would just like to give you a bit of background information about who the show is for etc.
I am a chiropractor but this show is also for acupuncturists, myotherapists, osteopaths,
physiotherapists, a lot of people that would be classified as allied health and also practitioners
such as naturopaths etc. Even though I am coming from a chiropractic perspective, I would like
to think that we have got some useful information here that a lot of people that are going to
actually be able to benefit from.
The show is also targeted at those who are new graduates and people who are looking at
starting a practice particularly but I am sure those that those who are already running a practice
will also get something from it as well.
Now my experience is this, I have been in practice for almost eighteen years and I have
practiced in multi disciplinary practices where we had osteopaths, other chiropractors,
acupuncturists, traditional Chinese herbalists etc, all sorts of different practitioners and that was
a great experience. I have also worked alongside GPs and so on. So I am hoping that I can
bring to you rather a great selection of possible practice options.
I have also owned single and multi doctor practices so I am bringing that sort of experience to
the table as well. Obviously we just need to clarify that this show is not a replacement for
professional advice. Obviously I am not a lawyer or an accountant and everything that comes
up in this show is just my opinion and is based on my experience so if you are in any doubt you
really should be getting your own professional advice.
I am an Australian, I am practising here in Australia. I have also practised in the United
Kingdom for quite a while but this show is mainly tapered for Australian audiences. However
those who are overseas will probably benefit from it as well particularly those in the UK because
there is quite a lot of overlap between the two but I imagine places like New Zealand, Singapore
etc will probably also benefit as well but if you are listening somewhere else you definitely
should be getting some local advice before taking any action based on the information in the
Podcast.
In future shows we are going to look at things like business structures, whether you should be a
sole trader, partnership or a company. We are going to be looking at things like funding models
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for starting your practice, how to buy a practice, how to value your practice or to value a practice
that you may be looking at purchasing. We are going to look at things like hiring staff and also
very important topics like communicating with staff and patients as well.
However today we are going to start by looking at employed versus self-employed, both from
the perspective of the employee and for those who are looking at employing an associate. For
a lot of practitioners, particularly those running your practice, self-employed does seem to be
the way that most people want to go. However, it is not always guaranteed that that is really
going to be the best approach for you because there are several pros and cons to each position
and you need to make sure that it is appropriate for your situation and for your aims and your
goals within practice.
Now if you are an employee and you are looking at being employed, there are several benefits
for all that. The first benefit of which is that you are getting a pretty much guaranteed salary or
at very least a baseline guaranteed salary and then you have to be paid a commission on top of
that. And you are also getting such things as paid holidays, public holidays, sick pay etc. You
are also likely to be getting a superannuation or pension for those who are not in Australia and
generally if you are going to be employed by somebody they quite often to are going to be
giving you an established patient base. Because they have got various costs associated with
employing you like those which we just outlined, things like holiday and sick pay and all that
type stuff, they need to make sure that there are going to be enough patients for you to treat in
the first place that they are going to get enough money back in to cover the cost of you being in
the practice. So if you are coming in and getting a job in these places, that is often one of the
main benefits of being an employee.
The negatives of being an employee are that you generally get less paid to you upfront because
quite often if you are coming in from a self employed position you get paid a higher percentage
of what you earn and the reason for that is that because your employer has a lot of overheads.
They have got to pay your holiday, they have got to pay you sick pay, they have got to pay you
sick pay, they have got to pay pension or superannuation contributions, things like the sick pay
that we mentioned earlier and that all has to be taken into account and they obviously can’t be
paying you as much if you weren’t getting those benefits. There is also the thing that you are
likely to be getting less tax benefits if you are going as an employee. If you are self employed
running your own business in Australia you need to get an ABN for that which is effectively a tax
number for your business. You can claim a lot of extra things on your tax, you can put a lot of
more things like your mobile phone, you can claim your office and so on at home, a lot of which
isn’t available to you when you are an employee now. Obviously you really need to talk to your
accountant and say what sort of things that they suggest and what you can get away with or not.
However, as a general rule, you are going to get more tax perks if you are a self employed
person.
The other downside is that your tax is usually taken out of your pay before you actually get any
of it paid to you. Now, that is a bit of a downside because when you are self employed your tax
is only paid quarterly or at the end of the year and so you get to pay out any of your costs before
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that and so you can wipe the costs off first of all before you pay your taxes as opposed to if you
are an employee you pay the tax upfront and then if you are lucky you can claim it back
afterwards.
If you are an employer why on earth would you want actually employ somebody, because
generally from the employer’s point of view you are going to be looking at somebody’s better
value for you or better to be employed by you if they are actually self employed. From a tax
perspective there is less risk in employing somebody. One of the major downsides can be that
if you haven’t set things up properly, the tax office can come back to you and say look this
person that you have said all along is self employed, we don’t actually think they are, we think
they are an employee and therefore we would like you to pay us X amount of dollars in tax or
pounds or whatever country you are in.
Generally the way it works is that you are not allowed to go after the employee for any money
that they should have paid in tax. So in effect you have paid out this money to your contractor if
they have been a self employed person and then the now the tax officer is saying that you have
got to pay all this extra money in addition to what you have already paid. Whereas if somebody
is an employee upfront, you don’t have that risk, it is less of a problem because usually you are
obviously taking tax as things are going along, you are paying your superannuation
contributions and so there is no debate about that point.
There is also the possibility that employee types, people who are willing to come on board as an
employee are possibly more willing to stay in your organisation for longer. Now given that it is
going to take you some time to train your employees up, bring up to speed with your office
procedures and so forth and how you would like things done in your clinic and so on. That is an
investment of your time and of your money and so forth and if your employees are clearing off,
you know, your practitioners are clearing off all the time it is going to cost you quite a lot to have
to retrain somebody, reorient somebody into your practice and eventually that can become quite
a drain on your resources. So if you can employee somebody upfront who is good but who is
perhaps more inclined to want to be an employee rather than actually going off and setting off
their own practice, that is going to be better for you in the longer term. So there is a potential
benefit there as well.
Negative for an employer, most people who are running their practice will probably be aware of
this already if they have got staff is that your costs are quite a bit higher if you are employing
somebody versus self employed because you have all those things like the paid holiday, the
sick pay, the public holidays, superannuation contributions, pension contributions etc which you
won’t have if the person is self employed because they will be responsible for that themselves.
So that is a major downside to employing somebody particularly when they start getting into
higher salaries as some practitioners if they are good they are going to earn quite a lot, you
could potentially be up for quite a bit of money in extra payment.
There is also a lot of extra administration if you are employing somebody. You have got to look
at things like workers’ compensation insurance, you have to be looking at things like pension
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cost, you have to be collecting tax from the person’s wages, you have to be submitting tax
reports into the tax office to make sure that the money is being paid to the tax office and they
are not going to come after you etc. There is a lot more work to actually employ somebody
rather than them being self employed. It is also harder to take somebody on to build a practice
due to the costs involved. Now, what I mean by that is that if you have an established patient
base that you want somebody to come in and work in, then this isn’t so much of an issue but if
you are starting to reach capacity yourself in your practice and you are thinking right we need
somebody else to come in and maybe be start picking up some of the slack and so on but it is
not actually a patient base there for them there for them to take over. It can become quite a
problem where you are paying out all this money in salary and sick pay etc, and the person isn’t
actually seeing any patients and so you are not getting that income coming into the practice.
You are paying out all this other money to the person and it can become quite a tricky situation.
So if you are going to take somebody on to build a practice, I would really suggest that you do it
from a self employee basis because from a cost point of view it is just not going to be visible if
they are employee.
The benefits of being self employed now. Usually if you are a potential employee coming in a
lot of practitioners are going to be wanting you to come in as a self employed person in their
practice for some of the reasons that we have already touched on. Why would you use a
contractor that want to be self employed, what do you get out of it? You might think that an idea
of a salary is quite nice and having paid holidays and believe be it is, it can become quite a
problem if you are self employed and you have to take time off and not having any sick pay, that
can become quite difficult. However you do in theory have the more freedom to work elsewhere
if you are self employed and in fact that is one of the main criteria of being self employed, is that
you are not just providing services to one single person. If you are just providing it to one single
person it does become a little bit awkward potentially to defend that position to authorities like
the tax department and so forth. But it gives you the opportunity maybe to do a few more things
like locum works, working in extra practices to build up supplementary income and so forth.
And also if you are self employed in theory you can set your own hours and your own rights. A
lot of practices will only make certain times available for you so the reality is that you are
probably not setting your own hours and quite often they will sort of provide “guidance” for you
to indicate what you should be charging. However one of the criteria again for being self
employed is you are able to set your own hours and set your own rights for the work you are
doing and so in theory you should be able to do that.
Generally you will also be paid more upfront, like we said earlier the costs to an employer are
considerably less if you are self employed and hopefully they are going to pass those costs
savings on to you in that they are going to pay you a higher percentage or amount that you are
bringing into the clinic. But obviously you are still then going to be responsible for paying your
own costs so you are going to be responsible for your superannuation or pension payments,
you are going to have to save up for holiday pay, you going to have to pay your own insurances
and things like that. So even though you are getting paid more upfront quite often the benefits
aren’t always as obvious as they may seem.
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One benefit though for being self employed is that you potentially going to get more tax right off.
So like we said earlier when you are an employee you don’t get as many tax right offs as when
you are self employed and so there is definitely that benefit as well and the fact that you are
able to claim those tax right offs before you actually submit your tax return rather than after so
that you are actually in theory keeping more of the money in the first place.
When you are self employed you are obviously, as we said, responsible for your own
administration and that involves things like you have got to keep your own accounts, you have
got to submit much more data on tax returns, you have got to liaise with the tax office, I know in
Australia for things like GST payments and also a lot of other countries sales tax payments that
you have got to make periodically throughout the year etc. And so that does require more work
which may or may not appeal to you if you want to be self employed.
From the practice owner’s point of view thought generally you are going to want people to be
self employed. You are going to be very careful that you can justify to tax office and so own that
they are self employed because you don’t want to get stuck with a huge tax bill. However there
is obviously administration involved if they are self employed and they are easier to use
contractors to do things like bill practices and so on where you don’t have the fixed costs that
you have to be paying out each month and it is also less risky because of that because of the
fact that there is less costs.
But one of the downsides that I really see with taking people on as self employed is that you do
generally have less control about how they are going to work within your practice. I am not
suggesting that you should be a control freak and tell them exactly how they are going to do
things etc etc but it is your practice, you have got to run it the way you want to run it and that
can be an issue if you have a got a lot of, say even a single self employed person but if you end
up with a couple of self employed people it can be difficult to set the ground rules a little bit more
and get things done exactly your way, just because of nothing else but self employed people
probably tend to be more of an independent mindset and want to be able to do things their own
way which can be a bit of an issue.
So hopefully that has given you a bit of an overview as to what you need to look at when you
are weighing up whether or not you want to be self employed versus employed when you are
coming from the employee’s perspective and also from the practice owner’s perspective there
are definite things that you need to take into consideration and take into account before you go
ahead and employ somebody.
So give us some comments, head over to our blog at practicedna.com. Leave some comments
below this episode, tell me what you think of it. I would love to hear your feedback, I would also
love to receive any email enquiries if you just send them to info@practicedna.com. If you have
got any questions that have come up as a result of this podcast I would love to hear from you as
well. Similarly head over to practice practicedna.com and sign up to our emails and that will
give you advance notification about upcoming episodes. We also provide transcripts for people
who subscribe to our email list, so if there is anything that has come up in this, rather than you
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having to jot it down go and subscribe and we will send you over a link to get the transcript of
this episode as well.
Again, let me what you think and hope you enjoyed the show.

Thanks for listening, be sure to visit practicedna.com and sign up to receive full transcripts of
the episodes as well as other special subscriber only resources.
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