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Foreword 
The coronavirus pandemic has thrown a spotlight 
on the armies of self-employed freelancers, 
consultants and contractors who collectively ensure 
the UK’s economy remains one of the most flexible 
in the world. Comprising just over five million 
people, some 15 percent of the working population, 
this group contributes a combined £305bn to the 
UK economy.1 The resilience and adaptability shown 
by this workforce since the start of the pandemic 
has been truly remarkable. But it has not been 
without cost. This report, published with IPSE, 
sheds light on how the pandemic has affected their 
businesses and their personal lives.

This report should be used as a tool to help us 
understand the specific ways in which we can 
support the self-employed, as they attempt to 
repair the financial damage that has been created by 
this pandemic. More than ever, Starling is listening 
to its business customers and accelerating its efforts 
to look for ways to help them get back on their feet 
and navigate through this period. And as a business 
owner myself, I know first-hand how much strain 
the coronavirus pandemic has put on self-employed 
people, and the many tough decisions that have 
needed to be made to keep finances afloat. So, it’s 
imperative that we lend them a listening ear.

Our report found that freelancers’ household income 
was negatively impacted because of reduced 
working hours- leaving many with no choice but 
to use their savings to cover living costs. Women, 
younger and lower paid freelancers felt the full force 
of this pandemic as they were amongst the groups 
that have suffered the most mentally and financially. 
Frequent late payments from clients put them in 
the position of not having enough finances to cover 
work-related or even basic living expenses. 

The financial burden of this has not only impacted 
their businesses, but also their mental health as 
the women we spoke to reported feeling stressed 
or anxious, and even lost many hours of sleep due 
to late payments. Across the board many of the 
freelancers we heard from said that late payment 
had a negative impact on their ability to work, 
as they felt less productive or were unable to 
concentrate. And some even started experiencing 
a lack of confidence. 

This report has uncovered many issues for the self-
employed workforce that have either been a direct 
result of the pandemic or have been exacerbated by 
it. Regardless, as 2020 draws to a close, we know 
now more than ever that more needs to be done to 
support the self-employed. Despite this pandemic 
being very challenging for them it has highlighted 
that they are key members of British society. So, it’s 
time that we showed how much we value them.

Anne Boden

Founder and CEO of Starling Bank
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Executive summary
The lockdown and the other circumstances of the 
pandemic have led to a freelancer financial crisis. 
Many freelancers are missing out on support, 
struggling with increasing levels of late payment 
and burning through their savings to get by. This 
has severe consequences not only for their financial 
futures, but also for their mental health 
and wellbeing.

Worryingly, it seems that the most severe financial 
crisis is among more vulnerable groups including 
younger freelancers and those with lower incomes. 
The crisis also seems to be affecting female 
freelancers more than men. 

Previous research by IPSE showed that the average 
freelancer has seen a 31 per cent drop in income 
since last year. However, of those surveyed for this 
research, over half (56%) said they had not accessed 
government support – either because they could not 
or for a range of other reasons. 

Many freelancers’ financial situations also seem 
to have worsened because of an increase in the 
prevalence of late payment. This is not a new issue 
with over half of freelancers (56%) saying they have 
experienced late payment at some point in their 
career. However, since the pandemic began, over 
a third of freelancers (36%) say late payments are 
becoming more common, leaving even more of them 
financially insecure. 

Late payment has done significant financial harm 
to many self-employed people during the pandemic. 
Almost a quarter of freelancers who had been paid 
late (23%) said they used up most or all of their 
savings as a result, while a fifth (22%) had to resort 
to credit cards or overdrafts to get by. Worryingly, 
17 per cent of freelancers said late payment left 
them without enough money to cover work expenses 
and one in six (15%) said they did not have enough 

to cover living costs. Women, younger and lower paid 
freelancers were more likely to be in both of these 
situations. 

Late payment is also having a significant impact 
on mental health. Half (48%) of freelancers who 
were paid late said they were left feeling stressed or 
anxious and a third (31%) said they lost sleep over 
it. Female freelancers were more likely than men to 
report late payment having a negative impact on 
their mental health. 

As a result of these difficult financial circumstances 
– fuelled by coronavirus and a rise in instances of 
late payments – a quarter of freelancers (27%) have 
burned through most or all of their savings to get by. 
Just under a quarter (23%) said they had used credit 
cards to support themselves, while a fifth (20%) 
took money out of their businesses and one in seven 
(14%) used their overdrafts. One in ten even had to 
borrow from friends and family (11%) or sell items 
they owned (10%). 

Women, younger and lower paid freelancers were all 
more likely to have borrowed money from family and 
friends. Women and younger freelancers were also 
more likely to have sold items to support themselves. 
Younger freelancers were more likely, too, to have 
used most or all of their savings to get by. 

These financial difficulties are likely to lead to ongoing 
problems for many freelancers – in particular when 
they face their next tax return. Although almost half 
(47%) said they have been putting money aside 
throughout the year to prepare for their tax return, 
nearly a fifth (18%) said they will have to borrow 
money to pay their taxes, while one in seven (14%) 
have not started saving to pay their taxes and will 
start closer to the deadline. 
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Introduction
To further understand the gaps in support and freelancers’ deteriorating financial circumstances, IPSE and 
Starling Bank have collaborated on a dedicated piece of research examining their finances throughout the 
coronavirus pandemic. The following report focuses on some of the key factors impacting freelancers’ 
work-related and personal finances. These include their experiences with late payment and completing 
their tax returns before and since the beginning of the pandemic, as well as accessing financial support 
from both government and financial institutions over the course of the pandemic. 

The report concludes with a series of recommendations for both industry and policymakers 
on the areas where there is a need for more information and support for freelancers.

The impact of the coronavirus 
pandemic on freelancers
The coronavirus pandemic has had a profound 
impact not only on people’s health but also on their 
income, savings and overall financial circumstances.

According to official data from the Office for 
National Statistics (ONS), one in four (26%) people 
in employment reported reduced income as a result 
of the crisis in May. By the end of July, around one 
in three people reported that they were unable to 
save for the year ahead (36%) and would be unable 
to pay for an unexpected but necessary expense 
(33%). Furthermore, one in eight (13%) said they 
had to borrow money or use credit more since the 
beginning of the crisis.2

Data looking at March and April 2020, when a 
nationwide lockdown was in place, reveals that 
one group - the self-employed - were particularly 
affected. The self-employed were more likely to 
have had their household finances and their jobs 
negatively impacted due to the coronavirus, through 
reduced income and reduced working hours, having 
to use savings to cover living costs and being unable 
to save for the future.3

This is concerning because close to 5 million people 
in the UK were self-employed at the end of 2019, 
making up 15 per cent of the overall UK workforce 
and contributing an estimated £305 million to the 
economy.4 Because of the pandemic, however, 
the number of self-employed people decreased 
substantially to 4.56 million in September 2020, 
marking a drop of 240,000 in the third quarter of 
the year (June-August).5

IPSE’s own research showed that the vast majority 
(91%) of freelancers (those self-employed who 
work in the top three most highly skilled Standard 
Occupational Categories (SOCs1-3)) were 
concerned about the financial impact of coronavirus 
on them and their self-employed businesses 
in March. 

Alarmingly, almost half (45%) also said that they 
were likely to find themselves with no money to 
cover basic living expenses such as rent and bills, 
and 68 per cent said they were at risk of losing all 
or most of their savings.6 IPSE’s recent Confidence 
Index report for Q2 2020 (April-June) also shows 
that freelancers experienced a 25 per cent drop in 
their average earnings for that quarter.7
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Freelancers operate in an already 
difficult financial situation
The coronavirus crisis seems to have exacerbated 
the already difficult financial situation freelancers 
operate in. Research by IPSE conducted prior to 
the pandemic found that nine in ten self-employed 
people worry – at least occasionally – about their 
financial situation, while more than three quarters 
(77%) are concerned that the money they have – 
or are going to save – won’t last.8 

Furthermore, the main things that concerned 
freelancers in their self-employed work, prior to the 
pandemic, were all to do with their finances. These 
included the irregularity of income (60%), not being 
financially prepared for retirement (56%) and not 
being paid on time by a client (46%).9
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Late payment detrimental 
to financial wellbeing
When surveyed in November 2019, 60 per cent of 
self-employed people said they had experienced 
a delay in payment from a client, while half had 
completed work they were never paid for at all.10

Existing evidence on the issue has also shown that 
late payment is widespread among small businesses 
and the self-employed in particular, with SMEs 
being owed £23.4bn in overdue invoices and 
creative industry freelancers losing an average 
of £5,400 a year through unpaid work.11

To ensure fair pay practices in the UK, the 
government established the office of the Small 

Business Commissioner (SBC) in 2016 – an 
independent public body dedicated to tackling 
late payment. However, to date this has not been 
successful in shifting the poor payment culture.

More recently, in October 2020, the government 
said it will be consulting on plans to give the SBC 
more powers to resolve late payment issues, 
including the ability to launch investigations, 
impose fines and address ‘small business 
to small business’ complaints.12
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Government support 
during the coronavirus crisis
To improve the situation for freelancers throughout 
the pandemic, the government has introduced a 
range of support measures for the self-employed, 
including the Self-Employment Income Support 
Scheme (SEISS), the postponement of changes to 
IR35 regulations, Bounce Back Loans and deferred 
VAT payments.

The government also gave freelancers the option 
to defer their self-assessment tax payments from 
31 July 2020 as normal to 31 January 2021. In 
September 2020, the Chancellor further announced 
that delayed self-assessment payments can be paid 
back over an 11-month interest-free period for 
those owing up to £30,000, which can be organised 
through the ‘Time to Pay’ facility.

However, many self-employed people have fallen 
through the gaps and have been left with little or 
no support. The SEISS, which initially provided the 
self-employed with a taxable grant based on 80 per 
cent of their average monthly profits to a maximum 
of £2,500 per month, was not available to those 
new to self-employment, those with annual 
profits over £50,000, and those who are 
limited company directors.

This means that while there were close to 5 million 
self-employed individuals in the UK, only 3.4 million 
of them were found to be potentially eligible for the 
SEISS and 1.6 million were found to be ineligible15, 
including approximately 710,000 directors of 
limited companies.

Financial wellbeing can 
directly impact mental health
Increasingly difficult financial situations are also likely to have a direct impact on the 
mental health and wellbeing of freelancers. Research by the Mental Health Foundation 
shows that people living in financial hardship are at increased risk of mental health 
problems and lower mental wellbeing.13 This was supported by IPSE’s recent research 
showing that before the pandemic, two-thirds (68%) of freelancers said they had 
“good” or “excellent” mental health, however because of the coronavirus crisis, this 
fell by 43 per cent to just over a third (39%).14
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Instances of 
late payment 
have increased 
since the outbreak 
of the pandemic
As mentioned above, there is substantial 
evidence showing that late payment is an ongoing 
issue affecting both small businesses and the 
self-employed.

Looking at our data, over half (56%) of 
the respondents surveyed said they had 
experienced late payment at least once in 
their self-employed career.

Lower paid freelancers (65%), as well as groups 
that have been found to have lower levels of income 
in self-employment16, such as women (67%) and 
younger freelancers (65% of those aged 16-34) 
were more likely to have experienced late payment.

This is concerning considering that late payment 
is likely to further exacerbate the already difficult 
financial situation lower paid freelancers operate in, 
especially during the pandemic. For instance, when 
surveyed in April 2020, 74 per cent of freelancers 
said they had lost income as a result of the crisis.17

While over two in five respondents (43%) 
said they had experienced late payment at some 
point in their career before the outbreak of the 
coronavirus pandemic, a significant proportion – 
over a quarter (28%) – had experienced it in the 
last six months alone, illustrating the magnitude 
of the crisis.

Furthermore, there has been some evidence 
that levels of late payment have increased since 
March 2020. For instance, the Credit Protection 
Association (CPA) has found that the volume of 
overdue invoices increased by 209 per cent at the 
beginning of the pandemic.18

The Federation of Small Businesses (FSB) also found 
that 62 per cent of all small businesses experienced 
either an increase in late payments 
and/or had payments frozen completely as a 
result of COVID-19.19

Our own research found that among the 
self-employed specifically, there has also 
been an increase in late payment.
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While close to half (46%) of the respondents 
surveyed said that instances of late payment 
had remained unchanged since the beginning 
of the pandemic, over a third (36%) said they 
had increased and only eight per cent said 
they had decreased.

Interestingly, younger (57% of those aged 16-34) 
and less experienced (53% of those who are self-
employed for 1-3 years) freelancers were the two 
groups most likely to indicate they had experienced 
an increase in late payment since the outbreak 
of the pandemic. 

This is in line with previous IPSE research 
showing that late payment threatens the future 
of freelancing, as younger self-employed people 
are particularly badly affected.20 It is increasingly 
concerning to see that this has worsened even 
further in the months following the outbreak 
of COVID-19.

Late payment

36% over a third said
it had increased

8% only eight
per cent said it 
had decreased
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The financial and 
wellbeing impact 
of late payment 
Late payment can have a significant impact on 
both freelancers’ wellbeing and their financial 
circumstances. It can have a negative effect on 
their savings, levels of debt and personal finances, 
causing irregularity of income – a top concern for 
the self-employed21 – and preventing them from 
developing or expanding their businesses and 
saving for later life.

The data shows that close to a quarter (23%) 
of the freelancers who experienced late payment 
reported using up all or most of their savings as a 
result (Figure 1). Furthermore, another fifth (22%) 
had had to use their credit card or overdraft 
facility because of a delay in payment. 

Late payment is affecting both freelancers’ 
personal and professional finances, with one in 
six finding themselves with no money to cover 
work-related expenses (17%) or basic living 
expenses (15%) as a result.

Women, younger and lower paid freelancers 
were the groups most likely to have ended up 
with no money to cover work-related or basic living 
expenses as a result of late payment. They were 
also significantly more likely to have borrowed 
money from friends and family.

of the freelancers who experienced late 
payment reported using up all or most
of their savings as a result56% 23%
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Using up all or most
of your savings

Having to use your credit
card or overdra
 facility

Finding yourself with no money
to cover work-related expenses

Finding yourself with no money to cover basic
living expenses (e.g. rent/bills, food, clothes)

Have to borrow money
from friends/family

Having to withdraw money
from your business

Having to find another job to
supplement your income

Not being able to pay taxes/complete
your self-assesment on time

Having to borrow money
from a commercial bank

Having to register for income
support (e.g. Universal Credit)

Facing withdraw penalties to access savings early
(e.g. LISA, fixed term ISA or pension funds)

Having to borrow money from a non-bank
financial institution (e.g. Payday lender)

Other

None of
the above

Figure 1. Which of the following, if any, have 
you experienced as a result of late payment?

10% 20% 30% 40% 50%0%

Note: Percentages do not add up to 100% because respondents were able to select multiple responses.

23%

22%

17%

15%

13%
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Note: Percentages do not add up to 100% because respondents were able to select multiple responses.

Felt stressed or anxious

Lost sleep over worry

Felt less productive

Experienced a lack of confidence

Felt unable to concentrate at work

Felt depressed

Experienced feelings of inadequacy/failure

Found it hard to make decisions

Experienced mental health problems

Experiences relationship di�culties

Other

Don’t know

I have not experienced any negative e�ects
of late payment on my mental health

Figure 2. Which of the following negative e�ects,
if any, has late payment had on your mental health?

10% 20% 30% 40%0% 50%

48%

31%

30%

24%

23%

21%

17%

15%

12%

10%

3%

7%

25%

Unsurprisingly, the financial difficulties caused 
by late payment also transfer to negative mental 
health and wellbeing for freelancers.

Late payment had a significant negative effect 
on the mental health of freelancers who had 
experienced it, with half (48%) feeling stressed or 
anxious as a result and a third (31%) losing sleep 
over worry (Figure 2).

Late payment also had a negative impact on 
freelancers’ ability to do their work, with close to 
a third (30%) feeling less productive, and a quarter 
experiencing lack of confidence (24%) or feeling 
unable to concentrate on work (23%).

Women’s mental health was most affected by 
instances of late payment, with female freelancers 
being more likely to report all the negative effects 
on mental wellbeing listed in the survey.

Differences were especially large when it came to 
experiencing a lack of confidence (37% compared to 
18% for men), feelings of inadequacy/failure (30% 
compared to 12% for men) and losing sleep over 
worry (39% compared to 26% for men).

The same was also true for other self-employed 
groups that are less stable financially, including 
the younger, lower paid and less experienced 
freelancers, illustrating the connection between 
financial and mental health difficulties.
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Time and money 
lost as a result 
of late payment

According to the Prompt Payment Code, 
which sets the gold standard in payment terms 
and is now under the office of the SBC, all 
signatories of the code should pay suppliers within 
a maximum of 60 days, in line with late payment 
legislation requirements.22

However, there have been numerous 
suggestions that the target for prompt payment 
terms should be brought down from 60 days to 
30, and signatories of the Prompt Payment Code 
are currently encouraged to work towards 
adopting 30 days as the norm.

Furthermore, too often customers abuse their 
supply chain with unnecessarily long payment terms 
and there is an indication that this has become 
more severe since the beginning of the pandemic. 
For instance, FSB found that one in ten (10%) of all 
small businesses have experienced a lengthening of 
payment terms from customers 
as a result of COVID-19.23

Looking at our data, on average, freelancers 
usually wait 32 days to receive a payment from 
a client (slightly over the advised 30 days), with 
40 per cent usually getting paid within the first 
15 days.
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Freelancers who experienced 
late payment are currently 
owed an average of£5,140 £

However, over a fifth (22%) usually have to wait 
more than the advised 30 days, and a significant 
proportion – one in seven (15%) – usually have 
to wait more than 59 days to receive payment 
for the work they have completed.

To follow up on instances of late payment, 
freelancers also spend a significant amount of time 
and resources every year chasing unpaid invoices. 
Previous IPSE research showed that this was the 
case even when freelancers are taking time off, with 
over a fifth (21%) chasing invoices for late payment 
when they were on holiday.24

The data shows that, on average, freelancers 
spent 12 hours in the last year chasing invoices 
for late payment.

This means that on average freelancers from 
the highest earning group can end up losing over 
£1,000 a year as a result of time spent chasing 
invoices for late payment instead of working.

Therefore, freelancers end up losing not only 
a substantial amount of time as a result of late 
payment but also money.

Freelancers who experienced late payment are 
currently owed an average of £5,140 for the work 
they have completed, with single payments owed 
going up to £55,000.

Men (£6,816), limited company directors (£7,958) 
and those in the highest earning brackets (£10,985 
for those earning over £500 a day) were owed the 
highest amounts of money as a result of 
late payment.

23%
one in seven – usually have to
wait more than 59 days to receive payment 
for the work they have completed

15%
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Throughout my self-employed career I have experienced variable 
levels of late payment from clients. I usually find that a particular 
client either pays on time or is a late payer. On average I am waiting 
around three months to be paid for work that I have done and for this 
reason I try to maintain at least three months unrestricted reserve. 

Fortunately, I was able to build up a bigger reserve prior to the 
pandemic but I have definitely seen instances of late payment 
increase since the outbreak of the pandemic. I am now seeing around 
40 per cent of my clients paying late. This has reduced my business 
reserves and made me much more vigilant of my business outgoings.

It is a terrible drain. Watching my reserves reduce with no payment 
coming in to build them back up is a worry. It is also very difficult to 
contact the finance departments responsible for the payments, so 
I have no ability to chase payments except through my client. It is a 
delicate balance of asking my client to chase their finance department 
and not pushing too hard, and potentially losing future work. 

Late payment is also affecting my mental health and usually means 
that I don’t chase payments as vigorously as I should leading me to 
bottle up the stresses and strains. It causes me anxiety and I have 
trouble sleeping, finding it difficult to sleep due to the constant 
mental dialogue of worry about money. I have even noticed a loss of 
appetite as a result.

There have been times when payments have been so late and my 
cash reserves were low, that I have worried about being able to pay 
my bills. You can imagine the stress and strain on my mental health 
and wellbeing. 

I do try and ensure I am paid on time by including a clear statement of 
payment terms on my invoices. Whilst the payment terms do make 
some clients pay on time, instances of late payment continue and 
ultimately, I have no way of enforcing the payment term.

“There have been times when payments 
have been so late and my cash reserves 
were low, that I have worried about 
being able to pay my bills.”

Lorraine Finch 

Freelance Conservator of 
Cultural Heritage, self-
employed for 17 years, 
operating as a sole trader.
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Once

Twice

Three times

Four times

Five times or more but less than 10 times

10 times or more but less than 15 times

15 times or more

Never/Don't know

Figure 3. Thinking about your career in self-employment, how 
o�en, if at all, were you asked to complete work for free to 

gain skills, exposure or industry experience?

10% 20% 30% 40%0% 50%

17%
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Unpaid work
Over half (60%) of the freelancers surveyed 
said they were asked to complete work for free to 
gain skills, exposure or industry experience whilst 
self-employed (Figure 3).

Looking at our data, the largest proportion (36%) 
of freelancers were asked to complete work for 
free up to five times in their self-employed career. 
However, one in eight (13%) were asked to do so 
between five and ten times, and one in ten (10%) 
were asked more than ten times.

Women, younger freelancers, sole traders and 
those earning lower day rates were most likely 
to have been asked to complete work for free.

This is in line with previous IPSE research 
revealing the disproportionate effect of unpaid 
work on women and younger freelancers.25

Significantly, it is among the younger age groups 
where there are higher rates of doing unpaid work 
voluntarily to further their skills.26 This is concerning, 
considering that research in the creative sector has 
found almost half (45%) of freelancers did not have 
enough money to cover work-related costs, while 
four in ten could not cover basic living expenses 
(e.g. rent, bills) as a result of doing unpaid work.27
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Access to 
government and 
financial support 
during the pandemic
The increase in instances of late payment, 
however, is not the only factor contributing to 
the poorer financial wellbeing of the self-employed 
during the coronavirus crisis. 

Previous IPSE research showed that at the end of 
March 2020, 69 per cent of freelancers said that 
the demand for the work they do had decreased as 
a result of the crisis.28 

According to the Confidence Index, a quarterly 
survey that tracks the business performance and 
economic outlook of freelancers, demand for work 
continued to decrease in the second quarter (April-
June) of the year, reaching its lowest point for the 
last seven years.29

In the second quarter of 2020, freelancers’ spare 
capacity, the amount of time each quarter they 

spend without work, reached the record of 5.5 
weeks out of 13. The decreasing amount of work 
during the pandemic also transferred to a 25 
per cent decrease in quarterly earnings for the 
freelancing sector.30

To address the decreasing amounts of work and 
the deepening financial difficulties of freelancers 
throughout the pandemic, the government 
introduced a range of support measures for the 
self-employed including the Self-Employment 
Income Support Scheme (SEISS), the postponement 
of changes to IR35 regulations, Bounce Back Loans 
(BBLS) and deferred VAT tax payments.

However, over half (56%) of the freelancers 
surveyed did not access any of the government 
schemes introduced to support the 
self-employed (Figure 4).

56%
of the freelancers surveyed did
not access any of the government 
schemes introduced to support
the self-employed
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For those who accessed support, the most 
common measures included the Coronavirus 
Job Retention Scheme (CJRS) (15%), the Self-
Employment Income Support Scheme (12%) and 
deferring self-assessment tax payments to July 
2021 (12%). One in ten also deferred their VAT 
payments (10%) or accessed the Bounce Back 
Loan Scheme (10%).

There are substantial differences in the type 
of measures accessed on the basis of freelancers’ 
legal business form.

For instance, a third (33%) of sole traders took 
advantage of the SEISS scheme. Limited company 
directors, who are not eligible for the SEISS scheme, 

were more likely to access the CJRS (22% 
compared to 2% for sole traders), deferral of 
self-assessment payments (16% to 3% for sole 
traders) and VAT payments (14% to 2%) and access 
the BBLS (13% compared to 3% for sole traders).

Looking at the different demographic groups, 
women, younger and lower paid freelancers 
were more likely to access the SEISS. This could 
potentially be explained by the fact that these 
groups are more likely to be registered as 
sole traders.

Notably, none of those who became self- 
employed in the last year accessed any 
form of government support.

Note: Percentages do not add up to 100% because respondents were able to select multiple responses.

Figure 4. Which of the following, if any, have
you made use of since the coronavirus outbreak?

Coronavirus Job
Retention Scheme (CJRS)

Self-Employed Income
Support Scheme (SEISS)

Deferral of July 2020 Income
Tax self-assessment payment to July 2021

Deferral of VAT payment up
until June 2020 to March 2021

Bounce Back Loan
Scheme (BBLS)

Grant funding of £10,000 for all
business who pay small business rate
relief (Small Business Grant Scheme)

Coronavirus Business
Interruption Loan Scheme (CBILS)

Grant funding of £25,000 for retail,
hospitality and leisure businesses

Other

None of
the above
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There are also other indications that government 
support was not enough for covering the financial 
needs of freelancers during the crisis.

Approximately a quarter of the freelancers 
surveyed stated that they had used most or all 
of their savings (27%) or used their credit cards 
(23%) to support their financial situation during 
the coronavirus crisis (Figure 5). A fifth (20%) also 
withdrew money from their businesses and one in 
seven (14%) used their overdraft facility. One in ten 
had to borrow money from friends/family (11%) 
or sell items they owned (10%).

Therefore, the crisis is affecting not only freelancers’ 
current financial wellbeing, but is also likely to 
end up having a significant impact on their future 
financial health, as many used up their savings 
or accumulated debt. In fact, the percentage of 
freelancers with business debt increased from 
22 per cent in quarter three (August-September) 
2019 to 27 per cent in quarter three 2020.31

Women and also younger and lower paid 
freelancers were the groups most likely to 
have borrowed money from friends and family. 
Women and younger freelancers specifically 
were also more likely to have sold items they 
own to support their finances.

Younger freelancers were most likely to have used 
most or all of their savings, while those in the lower 
earning brackets were significantly more likely to 
have used their credit cards or overdraft facility. 

Therefore, the groups that are already experiencing 
the greatest financial difficulties in self-employment 
have also been more significantly affected by the 
coronavirus economic crisis. It is likely that this 
has contributed to the dropping numbers of self-
employed people in the UK since the beginning 
of the pandemic.

Recent Office for National Statistics (ONS) data 
showed that in the third quarter of 2020 (June-
August) the number of self-employed people in the 
UK fell by 240,000 and reached 4.56 million, wiping 
out the growth in self-employment achieved in the 
last five years since 2015.32

Furthermore, not only is the crisis likely to 
contribute to people being forced out of self-
employment, it is also likely to lead to many 
freelancers not being able to develop or expand 
their self-employed businesses in future.

For instance, limited company directors are 
ineligible for the SEISS and are also much more likely 
to have withdrawn money from their businesses, 
which could have a significant financial impact on 
them in the long-run.

Over a quarter of 
freelancers had used most 
or all of their savings’ 

27%
£ £

1 2

£ £
3 4
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Note: Percentages do not add up to 100% because respondents were able to select multiple responses.

Figure 5. Outside of government support, which of the
following measures, if any, have you adopted to support your 

financial situation since the coronavirus outbreak?

Used most or all of my savings

Used my credit card

Withdrew money from my businesss

Used my overdra� facility

Borrowed money from friends/family

Sold items I own
(e.g. car, TV)

Took out a loan from a commercial bank

Faced withdrawal penalties to access savings early
(e.g. LISA, fixed term ISA or pension funds)

Re-mortgaged my home

Took out a loan from a non-bank financial institution
(e.g. payday lender)

Other

None of the above

10% 20% 30% 40% 50%0%
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Experiences with 
tax payment and 
preparation for 
the future
All freelancers are required to file a self-assessment 
tax return each year and pay tax on their income, 
regardless of whether they operate as a sole trader 
or a limited company. Previous IPSE research 
showed that on average self-employed people 
spend 79 hours a year on completing their 
annual tax return.33

This is undoubtedly one of the most important 
financial responsibilities for all those working for 
themselves, even now, when they are facing 
significant financial difficulties as a result of the 
coronavirus crisis.

As mentioned earlier in the report, the 
government gave freelancers the option to defer 
their self-assessment tax payment from 31 July 
2020 as normal, to 31 January 2021 in order to 
limit the financial impact of the coronavirus 
crisis on the sector.

In September 2020, the Chancellor further 
announced that delayed self-assessment payments 
can be paid back over an 11-month interest-free 
period (for those owing up to £30,000), which can 
be organised through the ‘Time to Pay’ facility.

The most popular strategies freelancers used to 
save/access money for their tax return before the 
coronavirus crisis included putting money aside on a 
regular basis throughout the year (34%) and putting 
money aside when they receive a payment 
from a client (32%).

While some people seem to have been well prepared 
for their tax return, others mentioned putting 
money aside in the last few months before the 
deadline (13%) or withdrawing money from their 
savings account (13%) as a key strategy. 

Younger and lower paid freelancers were less likely 
to save money for their tax return throughout the 
year or after they received a payment in comparison 
with older and higher paid freelancers, meaning it’s 
likely these groups were less prepared for their tax 
return before the coronavirus crisis.

Looking at levels of preparation for their next tax 
return, almost half (47%) of freelancers said that 
they have been putting money aside throughout 
the year to prepare for their next tax return – when 
surveyed in September 2020. However, not all 
freelancers seem equally prepared for the future.
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A small but significant proportion – one in 
seven (14%) – said that they will start saving 
money closer to their tax return deadline. Close 
to a fifth (18%) also said they will have to borrow 
money in some shape or form to prepare for their 
next tax return.

Groups most likely to have been putting money 
aside throughout the year included men (52%), 
those over 55 (54%), limited company directors 
(53%) and higher earners (58% of those earning 
over £500 a day).

Women (22%) and younger freelancers (21% of 
those aged 16-34) were significantly more likely to 
say they will start saving for their next tax return 
closer to the deadline in comparison with men 
(10%) and older freelancers (10% of those over 
55), indicating that these groups may face more 
difficult financial situations in the coming months as 
a second wave is spreading across the country.

Therefore, while some freelancers are prepared 
for paying their next tax return in July 2021, 
a significant proportion indicate they will face 
significant difficulties in doing so.

18%
Almost a fi�h will have 
to borrow money for 
their next tax return
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Conclusion and 
recommendations
This report has shown that freelancers’ financial 
situations have been continuously deteriorating 
since the coronavirus outbreak in February 2020, 
and there are many factors contributing to this.

Over a third (36%) of freelancers said that 
instances of late payment have increased since 
the beginning of the coronavirus crisis and those 
of them who had experienced late payment are 
currently owed an average of £5,140 for the 
work they have completed.

Late payment is not the only factor contributing 
to the poor financial wellbeing of freelancers 
during the crisis.

Over half (56%) of the freelancers surveyed 
did not access any of the government schemes 
introduced to support the self-employed, and a 
significant proportion of those surveyed have used 
most or all of their savings (27%) or credit cards 
(23%) to support their financial situation. Finally, 
close to a fifth (18%) said they will have to borrow 
money in some shape or form to prepare for their 
next tax return.

There are a lot of things that government, 
industry and support organisations such as IPSE can 
do to improve freelancers’ financial circumstances, 
especially now during the coronavirus crisis, and 
these are outlined fully in the recommendations 
section below.

Make COVID support for the self-employed flexible and fair to 
continue to support individuals who are in need and cover groups 
who fell through the gaps.
The SEISS has provided vital support to over 2.6 million self-employed people34 but many 
have fallen through the gaps. As COVID cases rise and we find ourselves in a second 
national lockdown, it is vital people are supported through the coming months. It’s 
welcome that the government has raised SEISS to 80 per cent of income again to match 
the furlough scheme. However, there are still deep structural problems with the scheme, 
which the government must urgently address. Government should make self-employment 
support more fair by expanding support to those groups who have fallen through the gaps.



The Cost of COVID: How the pandemic is affecting the self-employed
25

Give the Small Business Commissioner more powers to tackle late 
payment, including the ability to launch investigations, impose 
fines and address ‘small business to small business’ complaints.
The creation of the Small Business Commissioner in 2016 was an important reform in 
improving the UK’s prompt payment culture. However, with so many freelancers still 
experiencing late payment, the role must be enhanced if it is to make a difference.

The SBC should be given more resources and powers of enforcement – specifically so that 
the Commissioner can levy fines on companies that are persistent late payers. The SBC’s 
remit should also be expanded so that it can consider complaints from small businesses, 
such as the self-employed, about other small businesses who do not pay on time. This 
would help improve payment practices throughout all business and not just the larger 
companies, who many freelancers do not work with.

Government and industry should raise awareness of businesses’ 
late payment rights and promote practical steps individuals can 
adopt to reduce late payment.
Often one of the biggest factors leading to late payment is that those who are owed 
money either do not know what their rights are and the appropriate steps to claiming 
money back; or they are too fearful of jeopardising their commercial relationships by 
appearing to be ‘difficult’ chasing up late pay. 

Raising awareness of existing rights, particularly the ability to charge interest on late 
payments and contact the Commissioner’s office to raise complaints, could stimulate 
an improvement in payment culture. Government, led by the SBC, should lead a public 
information campaign on this. IPSE, along with other organisations and businesses 
supporting the self-employed, would be willing to work with the Commissioner to 
promote this campaign

Commission a fundamental review of the UK’s tax system and 
how it affects small businesses and the self-employed, to make 
it easier for them to file returns.
Too much of freelancers’ time is taken up with unnecessary financial struggles like 
determining their tax status or navigating the self-assessment process. Government 
should strive to make life as easy as possible for the self-employed and avoid creating new 
barriers to them running their businesses. 

Self-employment has grown in recent years, but the UK’s tax system and financial 
institutions have not kept up with the pace of change. The complex tax system is out of 
date and penalises the self-employed: the government should conduct a full, wide-ranging 
review of self-employed and small business taxation to unleash the UK’s entrepreneurial 
spirit and make it easier for self-employed people to file returns, whether they are sole 
traders or company directors.
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Methodology
The results are based on the responses of 561 freelancers who replied to an online 
survey between 21 September and 5 October 2020. The composition of the survey’s 
respondents was: 30 per cent female and 69 per cent male, with an average age of 
46. They have been freelancing for an average of 12 years and work across a range of 
occupations in the top three highly skilled Standard Occupational Classifications (SOC) 
1-3. In terms of legal business form, 62 per cent were limited companies and 34 per cent 
sole traders.

About IPSE 
IPSE is the largest association of independent professionals in the UK, representing 
freelancers, contractors and consultants from every sector of the economy. It’s a 
not-for-profit organisation owned and run by its members. We believe that flexibility 
in the labour market is crucial to Britain’s economic success, and dedicate our work 
to improving the landscape for the freelance way of working through our active 
and influential voice in Government and industry. IPSE aims to be the principal and 
definitive source of knowledge about freelancing and self-employment in the UK. We 
work with leading academic institutions and research agencies to provide empirical 
evidence about evolving market trends. This research supports our work with 
Government and industry and delivers key market intelligence to help our members 
with business planning.

About Starling Bank
Starling Bank is an award-winning and fully-licensed bank built to give people a fairer, 
smarter and more human alternative to the banks of the past. Pairing this with a 
pioneering payment services proposition for businesses, Starling’s world-class tech 
reimagines banking for life today, putting the tools people need to feel good about 
money in the palm of their hand.
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