THE SELF-EMPLOYED FINANCIAL RESILIENCE REPORT

The information contained within this report is correct as of June 2020.
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There’s
now over
5 million
self-employed
people in
the UK, but...
1

1.

https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/employmentintheuk/january2020#employment
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only 1 in 10
of the self-employed workers we surveyed
have income protection.

And it isn’t just young gig
economy workers who are ignoring
a potentially vital safety net, but
self-employed people with young
families, and older individuals
whose last years of work could
be crucial to their pension pots.

The self-employed are often more susceptible to
an income shock than employed individuals,
whether it’s because new contracts fail to materialise
or unprecedented nationwide or global events hitting
the economy.
Our research shows income protection is one of the
least prevalent insurance products among the selfemployed in spite of it being the one they are most
likely to need.
We believe advisers can help change this. Our
research is aimed at informing advisers about the
benefits of income protection and helping them to
discuss this important product with any client who
could benefit.
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CHAPTER #1

ALL WALKS OF LIFE

Construction workers, cleaners, farmers,
shopkeepers, photographers, management
consultants and even financial experts help
make up the diverse self-employed community.
Working hours
Our research shows that the majority of the more than
3,000 self-employed individuals surveyed work full-time.

Hours worked per week.

And most people, in every age group studied,
are self-employed freelancers.
This highlights that a significant number of
people will be reliant on what are inherently less
secure incomes than their employed peers.
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54%

Work full time

37%

Work part-time

9%

Work part-time

(30+ hours per week)

(Eight to 29 hours per week)

(Less than eight hours per week)

The ongoing rise in self-employment means
more and more workers may need to seriously
consider protecting their earnings should they
be unable to work.
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Who are the self-employed?
The self-employed population is relatively
evenly split by gender, 54 per cent male and 46
per cent female.
Roughly 60 per cent of 18-34 year olds and 35-54
year olds are full-time self-employed workers and
almost half (47 per cent) of over 55s are too.

It would be easy to assume that younger workers
still live with their parents because of the difficulties
of getting onto the property ladder.
But while nearly two fifths (38 per cent) of 18-24
year olds do indeed live in the parental home,
a third live with a spouse, meaning they are likely
to have rent or a mortgage to pay.

This means it is worthwhile for advisers to discuss
income protection with all self-employed clients
- whatever their age.

% of self-employed living with a spouse or a partner by age group.

18-24
25-34
35-44

33%
63%
67%

45-54

69%

55+

70%

As these workers get older, it is more likely
they live with a spouse and have children,
something that would make an income shock
even more serious.

And while older individuals may only have
a small mortgage outstanding, the need to
protect their savings ahead of their approaching
retirement is equally important.
Should they become unable to work, they
might have to lean on these sooner than they
had originally planned.
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CHAPTER #1
ALL WALKS OF LIFE
A full-time gig
The gig economy is a burgeoning sector with
several multinational companies, including Uber
and Deliveroo, expanding at rapid rates.
Workers for these companies are typically paid
per delivery, ride or task and often have casual
contracts, including zero-hours agreements.
The younger self-employed workers are, the
more likely they are to work in the gig economy.

% who would describe themselves as a ‘gig economy worker’ by age group.

52%

18-24
21%

25-34

20%

35-44
45-54
55+

16%
15%

Our data shows that more than half (52 per cent)
of self-employed 18-24 year olds rely on the gig
economy as their main source of income, with
a further 10 per cent using it to supplement their
main job.
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It’s likely that as workers get older and take
on more financial responsibilities – such as
mortgages and childcare – they opt for a
more stable form of self-employment than
the gig economy.
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Going it alone - a risky business
One of the most telling statistics from our research is
that besides retirement, not earning enough money was
the main reason people expect not to be self-employed
in three years’ time.
The rise in the numbers of self-employed people working
on their own or just with a partner since the turn of the
century2 means many people who work for themselves
do not have support from an employer in a time of need.

% of people planning to stop being self-employed in the next three years
due to reliability of work.

25-34 year olds

35-44 year olds

28%

21%

Moreover, more than a quarter (28 per cent)
of 25-34 year olds and a fifth (21 per cent)
of 35-44 year olds plan to stop being
self-employed in the next three years because
the work is too unreliable.

2.

The lack of certainty of earnings is a major
concern for the self-employed but such
workers also face several major challenges
compared to their employed peers.

https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/articles/trendsinselfemploymentintheuk/2018-02-07
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WORK FREEDOM
The world of work is
changing rapidly and
technology allows many
of us to carry out
our jobs whenever
and wherever we like.

This flexibility makes self-employment
appealing in spite of its inherent uncertainty.
Even during the 2008/09 financial crisis,
self-employment proved remarkably resilient,
contributing the most to UK employment growth
during the recession and for years after.3
But this doesn’t mean working for yourself
is easy or as safe as employment.

3.

So even though the self-employed are masters
of their own destiny, many face constant
uncertainty about their future prosperity.
In fact, the self-employed have no sick
pay provision or company benefits, such
as employer pension contributions and
redundancy payments.

https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/articles/trendsinselfemploymentintheuk/2018-02-07
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Future fears
Our research shows uncertainty among the
self-employed is prevalent and wide-ranging.

Concerns of the self-employed.

Nearly three in five people (59 per cent)
are concerned about the rising cost
of living and the ability of their incomes
to keep up with prices.

59%
the rising cost of
living in the UK

54%

53%

42%

35%

the UK
leaving the EU

size of their retirement
income being too small

changes in taxes or NICs for
self-employed workers

changes in regulations for
self-employed individuals

34%

33%

26%

23%

loss of earnings
due to personal illness

the loss of
employment

changes to welfare
payments in the UK

reduction in
their working hours

Elsewhere, a third of all self-employed workers
in our survey are worried about the loss of
employment altogether, while nearly a quarter
(23 per cent) are concerned about a reduction
in working hours. Beyond these more immediate
concerns, there’s also widespread uncertainty
about the distant future.

More than half (53 per cent) feared their retirement
income would be insufficient for their needs and more
than a third (34 per cent) were worried their earnings
could be hit through illness.
These two statistics alone illustrate why advisers
must strike up conversations about income protection
with their self-employed and gig economy clients.
The difficulties they might face without it are too
significant to be ignored.
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CHAPTER #3

RAINY DAY FUNDS

We all need to save for a rainy day
but an alarming number of people
have little or no financial reserves
should they be unable to work.

% of UK citizens with no savings and savings of less than £1,500.

15%

33%

% of UK citizens
have no savings

% of UK citizens have
less than £1,500

The Money Advice Service recommends people
have three months’ expenses in a savings account,
however, the nation’s finances are not in such a
rich state.
Our data on self-employed workers also reveals
varying levels of resilience, with an even larger
proportion of those working for themselves being
in the most precarious situation.

4.

https://www.finder.com/uk/saving-statistics
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Surveys have shown that
15 per cent of UK citizens
have no savings and around
one in three have less
than £1,500 .4
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A wake-up call
A shocking 17 per cent of self-employed people
in our survey have no personal savings whatsoever,
putting them in extreme difficulty should they be
unable to work.
Encouragingly, a fifth (21 per cent) have £40,000 or
more in savings, however, no 18-24 year olds have
this size buffer. Such large sums are more common
as self-employed workers get older.

% of those in each age bracket who have £40,000 or more in savings.

18-24 0%
25-34
35-44

4%
11%

45-54
55+

More alarmingly, more than a third (35 per cent)
claim not to save anything in a typical month,
highlighting the financial difficulties many
self-employed workers would face with a drop
in income.
There’s little discrepancy by age here either, with
one in five 18-24 year olds saving nothing but
nearly two fifths of 35-44 and 45-54 year olds
(39 per cent and 38 per cent respectively) also
putting no money away.
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17%
28%

Beyond these two extremes, small proportions of
those surveyed fall into each of the different savings
brackets between £1-£499 and £30,000-£39,999.

CHAPTER #3
RAINY DAY FUNDS
Income ups and income downs
The irregularity of earnings makes it harder for the selfemployed to save. But what they earn is a crucial factor too.

Average earnings of younger self-employed workers.
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£499

One in 10 self-employed workers in our survey only earn
an average of up to £499 per month, something that is
more likely to apply to younger workers.

£2,749

Virtually no 18-24 year olds in our survey earn more
than £2,749 on average per month whereas the income
potential for older workers is far broader.

The young also stand out for the ceiling in their
earning potential.

This is a major concern given the level of spending
commitments many self-employed workers must
maintain.
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Counting the cost
The strain on self-employed finances often emerges
because of the incompatibility of routine outgoings
coupled with inconsistent incomes.

The largest proportion of 25-34 and 35-44 year olds
– those most likely to have young families – also
spend £500-£999 on monthly mortgage payments.

The low level of self-employed earnings makes this
worse, especially given the rising cost of living.

It’s only those aged 55 and over where the majority
(52 per cent) pay no mortgage costs because they
are likely to own their homes in their entirety.

A third of 18-24 year olds spend £500-£999 per
month just on their mortgage even though only about
one in 20 (19 per cent) earn between £750 and £999
each month.

Comparison between monthly living costs (e.g. mortgage costs) and income.
62%
54%

48%
40%

33%
26%

37%

29%
20%
11%

18-24

25-34

35-44

% of self-employed workers that spend between
£500 and £999 on housing costs e.g. rent, mortgage
repayments in a typical month.

However, this age group is more likely to spend more
on their household bills and least likely to spend
nothing on them – especially compared to the
one in 10 self-employed aged between 18-24 who
have no utility bills to pay.
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45-54

55+

% of self-employed workers whose net
monthly personal income is £1,499 or less

Thankfully, just over half (51 per cent) spend
nothing on servicing debts, such as loans and
credit card payments.

CHAPTER #3
RAINY DAY FUNDS
Weak defences
But even without these types of outgoings, selfemployed people would likely struggle if they were
unable to work.

Of those surveyed, 52 per cent of self-employed
workers said they would rely on their personal
savings if they suffered a loss of income.

An unrealistic dependence on savings.

52%

43%

would rely on their
personal savings if they
suffered a loss of income

are saving less than
£50 per month

However, with 43 per cent saving less than £50 per
month, it would appear few have seriously considered
how long their savings would last.
After financial support from a partner (28 per cent)
and household savings (25 per cent), a fifth of those
surveyed say they would claim government benefits.
Few people realise though how difficult and timeconsuming applying for benefits can be, or truly know
whether they would be eligible to receive this type
of support.
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They’re seriously hard to get hold of.
Many factors are considered before the government
pays out Universal Credit and certain self-employed
individuals may not qualify.

Universal credit. The key factors.
Your savings count against you
Anybody who has £16,000 in savings cannot receive the benefit,
amounts may be lower if a claimant lives with family or a spouse,
and the first payment takes five weeks to arrive.

Newly self-employed get less
Also, those newly self-employed – working for themselves for less
than 12 months – have a different level of Universal Credit allowance
that could be lower.

You’re constantly assessed
Finally, beyond the stress of waiting for Universal Credit payments
to arrive, all recipients are assessed monthly for changes in their
circumstances, meaning payments could change quickly.

We all presume we can rely on state benefits
should we fall on hard times, but the reality
is less clear cut, making income protection a
serious consideration.
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CHAPTER #4

INCOME FIRST

Even with the inherent uncertainty that
working for yourself brings, just nine per cent
of self-employed workers in our survey
have income protection.
With roughly one million people in the UK
unable to work due to a serious illness or injury
each year, according to the Association of British
Insurers, there’s a clear rationale for advisers
to start conversations about protection with their
self-employed clients.

The sooner the cheaper
Most insurance products offer lower premiums
for younger applicants and income protection is no
different. Given the higher savings rate of 18-34 year
olds in our research, it would seem sensible to promote
the benefits of the product to this cohort and explain
why securing it now could be advantageous.

The self-employed and insurance.
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9%

14%

15%

39%

of self-employed
workers currently
have income
protection

of self-employed
workers currently
have critical
illness cover

of self-employed
workers currently
have private medical
insurance

of self-employed
workers currently
have life insurance
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The biggest risk

Suitable for all ages

Advisers will be aware that the younger generation
can be more difficult to engage in conversations about
insurance due to their own perceived invincibility.

Older self-employed or gig economy clients should
consider the importance of income protection too.

However, securing a policy at a younger age is made
even more compelling by the fact that the biggest
financial risk most people face is long-term absence
from work.
For instance, a 40-year-old man is four times
more likely to be off work for three months
than die in the next year.5
This makes income protection potentially more
valuable than life insurance and critical
illness cover, which 39 per cent and 14 per cent
of respondents had, respectively.

The real question for self-employed individuals,
therefore, appears to be whether they can
afford to go without income protection rather
than whether they need it?

With government policy geared towards raising the
state pension age, more people will have to work
for longer before they retire. This raises the risk of
them falling ill while they are working and therefore
amplifies the case for a safety net.
Even clients in their early 50s have more than a
decade of work ahead of them before they receive
state retirement benefits. The state pension age
is due to rise to 66 by October 2020 and 67 sometime
between 2026 and 2028.6
With our research showing that more than half (52
per cent) of self-employed people would use their
personal savings if they couldn’t work, and the
median level of personal savings for self-employed
individuals standing at £17,781, it would be sensible
to avoid drawing on this sooner than required.
This is especially the case given that more than six
in 10 self-employed people (62 per cent) have no
pension savings at all, compared to around a third
(32 per cent) of employed workers.7

A lack of pension savings.

62%

32%

of self-employed people
with no pension
savings at all

of employed
people with no pension
savings at all

5. https://www.actuaries.org.uk/learn-and-develop/continuous-mortality-investigation
6. https://www.thisismoney.co.uk/money/pensions/article-6853249/How-pension-age-hike-leave-legions-no-income.html
7. https://www.thisismoney.co.uk/money/pensions/article-6594735/How-tackle-Britains-self-employed-pension-savings-crisis.html
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CHAPTER #5

CONCLUSION
It’s time to turn
up the volume.
Low awareness and understanding
the need for income protection
remain barriers to its uptake but its
relevance to the self-employed has
never been greater.
The changing employment landscape, rising state
pension age and growing fears about the cost of living
could combine to create an apt opportunity
for advisers to discuss income protection cover with
their clients.
Alongside concerns about how long their savings
would last, a large proportion of respondents also said
they were worried about their retirement funds not
being sufficient.
A key factor behind this concern was that self-employed
people don’t receive employer contributions like their
employed peers, and so have to save enough for their
old age entirely on their own.

This amplifies the damage an inability to
work could cause for the future financial
wellbeing of a self-employed worker.
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Financial inflexibility

But still determined

Furthermore, given 62 per cent of those surveyed
would find it difficult to reduce household bills if
they found themselves unable to work, self-employed
individuals need all the support they can get.

Given 75 per cent of those in our survey expected
to still be self-employed in three years’ time, many
people are likely to be working for themselves for
some time to come.

Crucially, income protection also provides
financial support until a policyholder is able
to return to work in their own occupation.

This suggests many self-employed workers feel fairly
secure and content with their current situation.

State benefits are focused purely on income,
meaning this type of support might disappear
before someone can return to what they were
doing before they were injured or became unwell.

Nevertheless, this does not mean their
financial security could not be improved
with the right advice.

Low financial resilience, high determination.
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62%

75%

of those surveyed would
find it difficult to
reduce household bills

of those surveyed still
expect to be self-employed
in three year’s time

140922/2566

The friendly specialists in
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income protection, life cover,
health insurance and cash plans.
Contact us
Members:
Enquiries: 0300 123 3201
Claims: 0300 123 3200
member@the-exeter.com
Financial Advisers:
Enquiries: 0300 123 3203
adviser@the-exeter.com
Opening times:
Monday to Friday 8am – 6pm
Calls may be recorded and monitored.
Postal address:
The Exeter, Lakeside House, Emperor Way, Exeter EX1 3FD
Website:

the-exeter.com

The legal blurb
The Exeter is a trading name of Exeter Friendly Society Limited, which is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct
Authority and the Prudential Regulation Authority (Register number 205309) and is incorporated under the FriendlySocieties Act 1992 Register No. 91F with its
registered office at Lakeside House, Emperor Way, Exeter, England EX1 3FD.

