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Campaign: Ending the War on the Self-Employed  
There are just over 4.2 million self-employed people in Britain and together they 
contribute over £300 billion to the economy. Self-employment is good for the economy, 
creating a much more flexible labour market. It is good for productivity and good for 
business, providing companies with a flexible, multi-talented labour resource. It is good for 
individuals, who appreciate working for themselves and having greater freedom and 
control over their own lives. Research consistently shows that the self-employed report 
higher job satisfaction than those who are employed. 
 
Unfortunately, despite a steady 
increase in self-employment 
from 2008 to 2019, the number 
of self-employed has dropped 
since then by about 1 million 
due to a hostile tax and 
regulatory environment. 
 
The IR35 tax regulations – 
which push the self-employed 
into becoming employed - have 
been made much more 
restrictive. As a result, it is 
much more difficult for the self-employed to gain work from larger companies and 
organisations. Indeed, about a third of companies have reduced the number of contracts 
they have given to freelancers and 42% of companies which do use freelancers say that 
the rules have a negative financial impact on their business. 
 
Therefore, many of the self-employed are being forced to work through umbrella 
companies which provide no benefit to them, only cost. IPSE polling shows that 7 in 10 
self-employed contractors are forced to use umbrella companies due to IR35. Of those, 
74% are dissatisfied with the companies and 70% say they have lost their independence 
and ability to work how they wish. Indeed, the recent rise in NI taxes is doubly damaging 
to those forced to work via an umbrella company as they are forced to pay the tax twice – 
as an employer and employee. The umbrella company administration costs of around 
£1,300 a year are just another form of tax. 
 
The self-employed are now weighed down by the highest tax burden for over 70 years, 
as well as the National Insurance surcharge of 1.25p in the pound plus the large 
inflationary tax effects of the failure to increase tax thresholds. The many who have 
incorporated as small businesses now must also pay an additional dividend tax of 1.25p. 
 
But the situation will soon get even worse. From 2024 self-employed taxpayers will be 
required by the government to assemble and send digital tax information to HMRC four 
times a year, in addition to preparing their self-assessment submission. This will be a huge 
administrative burden, requiring the purchase of specialist software and waste of time in 
filing data. For those unfamiliar with computer programmes, it will cause much anxiety. 
Moreover, this new bureaucratic imposition will apply not just to the self-employed but all 
those with property income too. 
 
The government must reverse these changes if it wants to encourage a flexible and 
productive labour market to flourish in the UK. 

https://www.ipse.co.uk/ipse-news/news-listing/ipse-welcomes-new-crse.html
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/articles/understandingchangesinselfemploymentintheuk/january2019tomarch2022
https://www.ipse.co.uk/ipse-news/ipse-blog/impact-ir35-reforms.html
https://www.contractoruk.com/news/0015464ir35_seven_ten_contractors_forced_umbrella_companies.html
https://www.litrg.org.uk/tax-guides/self-employment/how-do-i-pay-tax-self-employed-income#toc-what-is-making-tax-digital-for-income-tax-and-how-will-it-affect-me-
https://www.litrg.org.uk/tax-guides/self-employment/how-do-i-pay-tax-self-employed-income#toc-what-is-making-tax-digital-for-income-tax-and-how-will-it-affect-me-

