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Made up of millions of freelancers, 
contractors and small businesses, the 
independent workforce has arguably 
never been more important to the 
economy and society. The Optionis 
Group has supported this growing and 
thriving workforce for over 25 years, 
providing a range of professional 
services to tens of thousands of hard-
working and talented people. 
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AT A GLANCE
As we look to gain a deeper understanding of what matters most to 
independent professionals, we asked contractors in our annual survey 
to share their opinions, experiences and predictions with us.

This full study reveals much more insight into the world of contracting, 
of course. And while contractors are up against a number of challenges, 
it’s clear that the independent workforce is resilient, poised to help the 
economy bounce back and most importantly, is here to stay. 

2,300 
contractors contributed to this study

60% would 
recommend 
contracting 
to others

don’t market their business

OVER

have had at least one contract 
cancelled or postponed due to 

CORONAVIRUS

64.5
DON’T HAVE A PERSONAL 
PENSION SCHEME

of contractors 

46%
 

either concerned 
or very concerned 
about the IR35 
reforms7 10

Nearly 

in
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CONTRACTORS AND 
CORONAVIRUS
Contractors hit hard by the pandemic but remain 
committed to working for themselves

Feedback from contractors shows that while most have been adversely affected 
by the pandemic this year, the majority have not turned to the government 
for financial support. This could show that the help available for small business 
owners is not suitable for independent professionals.

The data also reveals that despite the clear challenges created by the 
Coronavirus, and its expected long term economic implications, contractors are 
determined to continue working independently. 
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Contractors report a downturn in business

As expected, most contractors reported that their work has been negatively 
affected by the crisis. 64.5% have had at least one contract postponed or 
cancelled, with some contractors being asked by clients to cut back on the 
amount of work they provide. Only 3% have experienced an upturn in work 
since the first lockdown in March. As a result, 66.2% of contractors are 
concerned about their financial security. 

54% (553 responses) have had a contract 
cancelled or postponed.

CONTRACTORS AND CORONAVIRUS

Few contractors rely on government for help

Even so, most independent professionals (65.9%) have not applied for financial 
help from the government since the introduction of various Coronavirus 
support measures. That nearly two in three contractors have not made use of 
government-backed business loans or placed themselves on furlough, when 
most have been affected by the crisis, raises the question of whether these 
initiatives are tailored to the specific needs of these individuals. 

10.5% (108 responses) have had multiple 
contracts cancelled or postponed.

3.4% (35 responses) have experienced an 
increase in contracts.

32% (328 responses) said other. Responses 
included working from home, rate reduction, 
fewer contracts and reduced hours.

How has your work been affected?

 32%

54%

3.4%

10.5%
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Little demand for Furlough Scheme 

Despite limited company directors 
being eligible for the scheme, only 
20% of contractors have made use 
of the Job Retention Scheme, which, 
at the time of writing, will now offer 
80% of PAYE salary up to £2,500 per 
month until April 2021. This is likely 
because PAYE salary only is covered 
by the scheme (not dividends drawn), 
independent professionals must 
weigh up if placing themselves on 
furlough (and therefore stopping 
work) makes financial sense. In many 
cases, contractors do not seem to 
think it does.

After the Job Retention Scheme, 
the second, third and fourth most 
common support received were the 
mortgage holiday (8.9%), VAT deferral 
(8.5%) and the Business Bounce 
Back Loan (6.2%) respectively. While 
there’s no doubt each of these 
offer a valuable financial lifeline to 
contractors, these are delays on 
payment or loans that must be repaid. 
They are not grants, like the Self-
Employment Income Support Scheme 
(SEISS), which limited company 
directors do not qualify for. This is 
something the government has faced 
criticism for. 

CONTRACTORS AND CORONAVIRUS

The furlough scheme 
is not accessible as 
a limited company 
director.

In many cases, contractors do not 
seem to believe they’re eligible for the 
furlough scheme.
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Contractors show generosity in testing times

Despite the financial difficulties experienced 
by many contractors in 2020, along with the 
relatively few who have received support from the 
government, most (56%) have donated to charities, 
the NHS or volunteered throughout the pandemic.  

Concern obvious, but contractors resilient 

When taking into account the severe economic downturn, it’s no surprise that 
42% of contractors either feel ‘very negative’ or ‘negative’ about their future. In 
addition to Coronavirus-related concerns, fears held about the introduction of 
IR35 reform in April 2021 could also be contributing to this feeling.

That said, with 20% of independent professionals ‘very positive’ or ‘positive’ 
about their prospects and 38% ‘neutral’, the picture is by no means a wholly 
negative one. This is supported by the 72% of contractors who plan to carry on 
working this way for at least the next three years. Included in this group is 27% 
of independent professionals who see themselves contracting for the next 11 
years at least. 

CONTRACTORS AND CORONAVIRUS

56%
have donated to charities

38.2%
26.5%
16.5%
16.1%
2.7%

38.2% (682 responses) said neutral.

Following the COVID-19 pandemic, 
how are you feeling about your 
contracting career?

26.5% (472 responses) said negative.

16.5% (295 responses) said positive.

16.1% (287 responses) said very negative.

2.7% (48 responses) said very positive.
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CONTRACTORS AND CORONAVIRUS

Covid-19 and IR35 will 
have an impact on the 
market in the short term, 
but ultimately end-clients 
still need projects delivered. 
Their businesses will not 
stop working, just that the 
landscape will be different.
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CONTRACTORS AND CORONAVIRUS

Contractors, like most businesses, have been 
hit hard by the Coronavirus pandemic. But 
where bigger companies receive significant 
help from the government and employees are 
supported by the Job Retention Scheme, many 
independent professionals, particularly those 
operating through their own personal service 
company, have received very little support. 
Nonetheless, and despite the uncertainty 
caused by the crisis, contractors are resilient, 
with most determined to carry on working 
for themselves. As the UK faces up to huge 
economic challenges, the flexibility and talent 
of the contractor workforce will be vital.

JOANNE HARRIS
Technical Commercial Manager 
Optionis

WHAT WE SAY
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CONTRACTORS AND
OFF-PAYROLL WORKING
Contractors concerned about IR35 reform, but most still 
don’t plan on seeking permanent employment

We wanted to gain a wider 
understanding of the expected impact 
of reform to off-payroll working, which 
will be introduced to the private sector 
on 6th April 2021 following a 12-month 
deferral.

Our findings highlight the grave 
concerns contractors have about 
changes to the IR35 rules. Because 
reform will see medium and large 
private sector businesses determine 
IR35 status, as has been the case 
in the public sector since 2017, few 
contractors are confident clients will 
assess their tax position correctly. This 

has led many to fear that the changes 
could spell the end for contracting in 
the UK altogether. 

Even so, most contractors have 
no plans to switch to permanent 
employment in response to the 
reforms, with many exploring other 
ways of working and committed to 
remaining self-employed. In addition 
to this, the majority of contractors 
surveyed (63.9%) do not currently 
work inside IR35 - a position most of 
them find themselves in having sought 
the advice of others, such as experts 
who conduct IR35 status reviews.
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Public sector experience weighs heavy on the mind

Having experienced or read about many inaccurate IR35 assessments in the 
public sector, it’s of no real surprise that 71.5% of contractors do not believe 
initial changes have been a success. As a result, 61.7% are of the view that IR35 
reform in the private sector will mark the end of contracting via a Personal 
Service Company (PSC), with a further 68.1% either very concerned or 
concerned about the possible impact of these changes.

CONTRACTORS AND OFF-PAYROLL WORKING

Businesses will ‘lose out’

The negative perception of IR35 changes has resulted in three quarters 
of contractors expecting businesses to ‘lose out’ as a direct result of 
their introduction. More than anything, this highlights the importance of 
businesses preparing for the changes so they can continue benefiting from 
engaging these workers.

A total disaster, poorly 
thought out and needs  

to be scrapped. 
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CONTRACTORS AND OFF-PAYROLL WORKING
Contractors exploring their options 

Despite incoming off-payroll tax 
changes, fewer contractors have 
said they will look to transition to 
permanent employment (36.3%) 
than remain self-employed (36.6%). 
While this is a marginal difference 
at best, it does challenge the theory 
that off-payroll changes will result in 
a mass contractor exodus.

It’s clear that due to IR35 reform, 
many contractors are currently 
weighing up their options. 

Alternatives being considered include 
umbrella working, which 42.3% 
believe they will need to do in order 
to continue working independently, 
and working overseas, which 39.8% 
of survey respondents intend to 
explore. The latter is a concern, given 
large numbers of contractors leaving 
the UK could severely impact the 
flexibility of the labour market and 
lead to skills shortages at what is 
already a very uncertain time.

61.7%
of contractors believe that the reforms will mark 
the end of contracting through a limited company.

Strongly agree - 25.3%
Agree - 36.4%
Neutral - 13.8%
Disagree - 17.7%
Strongly disagree - 6.9%

82.1%
of contractors don’t think that the reforms are 
a positive opportunity for many contractors.

Strongly agree - 0.8%
Agree - 4.1%
Neutral - 13%
Disagree - 27.7%
Strongly disagree - 54.4%

of contractors disagree or strongly disagree that 
the day rate will increase due to the legislation.

51.6% Strongly agree - 6%
Agree - 19.5%
Neutral - 22.9%
Disagree - 29.1%
Strongly disagree - 22.5%

It will mark the end of contracting 
through a limited company

It’s a positive opportunity 
for many contractors

Day rates will increase 
due to the legislation

The Optionis Group 2020 Contractor Survey14



CONTRACTORS AND OFF-PAYROLL WORKING

76.6%
of contractors agree or strongly agree that private 
sector companies will ultimately lose out.

Strongly agree - 36.1%
Agree - 40.5%
Neutral - 16%
Disagree - 5.5%
Strongly disagree - 1.9%

71.5%
of contractors disagree or strongly disagree 
that it worked in the public sector, therefore 
will work in the private.

Strongly agree - 1.2%
Agree - 5.4%
Neutral - 22%
Disagree - 28.1%
Strongly disagree - 43.4%

39.8%
of contractors say that they will be exploring 
opportunities to contract abroad.

Strongly agree - 14.3%
Agree - 25.5%
Neutral - 23.9%
Disagree - 19.3%
Strongly disagree - 17%

42.3%
of contractors think that they would need to move 
to an umbrella company to continue contracting.

Strongly agree - 10.3%
Agree - 32%
Neutral - 28.4%
Disagree - 17.1%
Strongly disagree - 12.1%

36.3%
of contractors would be looking 
to move to a permanent role.

Strongly agree - 11.2%
Agree - 25.1%
Neutral - 27%
Disagree - 20.1%
Strongly disagree - 16.5%

Private sector companies 
will ultimately lose out

It worked in the public sector, 
so it’ll work in the private

I will be exploring opportunities 
to contract abroad

I would need to move to an 
umbrella company to continue 
contracting

I would be looking to move 
to a permanent role
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“I moved from a limited company 
to an umbrella. There was a slight 
reduction in weekly take home 
pay but no tax bills or unexpected 
expenses later in the year.”

CONTRACTORS AND OFF-PAYROLL WORKING

“All of my work is now remote 
and most of my clients are now 
overseas. Consequently, I am in 
the final stages of emigrating to 
a country with lower taxes and 

a lower cost of living.”
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CONTRACTORS AND OFF-PAYROLL WORKING

IR35 reform deferral

While the 12 month deferral to IR35 reform 
was warmly welcomed by those affected by 
IR35, 74.9% of contractors think the changes 
should have been delayed for longer, while most 
individuals (58.7%) believe the announcement 
should have been made ‘much sooner’.

This could be due to the fact that nearly one third (35.6%) of independent 
professionals had been deemed inside IR35 by their client prior to the delay, 
which was announced in March.  

74.9%
of contractors think the changes 
should have been delayed for longer.

56.9%
of contractors were aware of the 
off-payroll reforms.

Strongly agree - 13.1%
Agree - 15.1%
Neutral - 15%
Disagree - 15.5%
Strongly disagree - 41.4%

68.4%
of contractors were aware that 
the reforms were deferred.

of contractors believe the deferral 
announcement should have come much earlier.

Strongly agree - 7.8%
Agree - 10.7%
Neutral - 13.1%
Disagree - 18%
Strongly disagree - 50.4%

71.8% Strongly agree - 40.4%
Agree - 31.4%
Neutral - 18.3%
Disagree - 6.5%
Strongly disagree - 3.3%

I am not aware of the 
off-payroll reforms

I was not aware that the 
reforms were deferred

The deferral announcement 
should have come much earlier

The Optionis Group 2020 Contractor Survey17



CONTRACTORS AND OFF-PAYROLL WORKING

77.7%
of contractors think that the reforms should   
be deferred until a later date than April 2021.

Strongly agree - 59.1%
Agree - 18.6%
Neutral - 15.8%
Disagree - 3.7%
Strongly disagree - 2.9%

49.5%
of contractors stated that prior to the deferral 
announcement, they had not had a contract 
deemed inside IR35.

Strongly agree - 10.7%
Agree - 14.9%
Neutral - 24.9%
Disagree - 17.9%
Strongly disagree - 31.6%

47.8%
of contractors don’t believe that their client/s 
were well prepared for the reforms before the 
deferral announcement

Strongly agree - 9.2%
Agree - 19.6%
Neutral - 23.4%
Disagree - 20.4%
Strongly disagree - 27.4%

Most contractors remain outside IR35

Most contractors (63.9%) reported working outside IR35 on their current or 
most recent contract, with the vast majority having determined their status 
after having received advice. This is important not only in demonstrating that 
contractors carry out due diligence when determining their own IR35 status, 
but may prove useful to businesses that are considering ways to carry out 
IR35 assessments.

The reforms should be deferred 
until a later date than April 2021

Prior to the deferral 
announcement, I have had a 
contract deemed inside IR35

My client/s were well prepared 
for the reforms before the 
deferral announcement
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CONTRACTORS AND OFF-PAYROLL WORKING

HOWEVER
numerous reports in the media of blanket IR35 assessments, which do not 
allow contractors to operate outside IR35, shouldn’t be ignored and suggest 
there is some way to go until the private sector is fully prepared.

Also worth highlighting is the noticeably low use of HMRC’s Check 
Employment Status for Tax (CEST) tool, which just 4.2% of contractors 
said was used to assess their IR35 status. This perhaps indicates the fears 
contractors have regarding the accuracy of the government’s IR35 tool. 

4.2% 39%34.2%6.9% 12.3%

4.2% (20 responses) said they used
the Government’s CEST tool

6.9% (33 responses) said their
accountant confirmed it to them

34.2% (164 responses) said their
agency confirmed it to them.

39% (187 responses) said their end client 
confirmed this to them.

12.3% (59 responses) said other.

How did you reach 
that decision?
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AMY DAVIES
Director of Sales
Optionis

CONTRACTORS AND OFF-PAYROLL WORKING

There is a clear reluctance from 
contractors to stop contracting and 
accept permanent employment 
in response to IR35 reform, which 
shows how much they value their 
independence. As we close in on 
April 2021, we expect to see many 
more businesses approaching 
off-payroll changes sensibly and 
pragmatically.

WHAT WE SAY
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CONTRACTOR INCOME 
AND PROJECTS WORKED
Earnings stand strong as contractors opt for private 
sector projects 

This year so far, the economic damage caused by the Coronavirus lockdown 
has added to the concerns of contractors, who are also readying themselves 
for the arrival of IR35 reform in the private sector in 2021. These two major 
issues have cast a cloud of uncertainty over the contracting sector, with the 
pandemic in particular said to have virtually halted contractor hiring overnight. 

However, as businesses tentatively reopen and the wheels of the economy 
begin to turn again, the demand for independent professionals is picking 
up. But before looking too far ahead, we wanted to see to what extent the 
challenges faced by contractors have affected their income and the types of 
projects they take on.
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Day-rates resilient amid economic uncertainty 

Nearly three quarters of contractors (74.6%) command a day rate between 
£250 and £749 - earnings that have remained resilient and unchanged for 59% 
of survey respondents throughout the pandemic and in the past 12 months. 
While a quarter (25%) have experienced a reduction in rates in the last year, a 
small but nonetheless significant number of contractors (16%) say their fees 
have increased. 

Our findings do, however, possibly allude to the uncertain economic climate, 
with 85% of individuals reporting they have not worked on more contracts in 
the past 12 months, when compared to the previous year.

While the fees charged by contractors, particularly the 34.5% with a day 
rate between £500 and £749 results in a healthy annual income, it should be 
recognised that these balance out somewhat. For example, contractors have no 
job security, do not receive employment benefits and are not paid for time off. 

CONTRACTOR INCOME AND PROJECTS WORKED

What is the daily rate of your 
current or most recent contract?

40.1% (919 responses)  
have a rate of £250 - £499.

34.5% (789 responses)  
have a rate of £500 - £749.

10.1% (231 responses)  
have a rate of £150 - £249.

 7.5% (172 responses)  
have a rate of £750 - £999.

1.5%
0.4%

40.1%

34.5%

5.9%
10.1% 7.5%

 5.9% (136 responses)  
have a rate of less than £150.

 1.5% (34 responses)  
have a rate of £1000 - £1,499.

0.4% (9 responses) 
have a rate of £1,500.
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CONTRACTOR INCOME AND PROJECTS WORKED

Private sector working preferred over public sector 

Around seven in 10 contractors (68.8%) have not worked in the public 
sector in the past year, with 95.4% having not taken on a contract at a 
charity or social enterprise. While these sectors are considerably smaller 
than the private sector, the relatively low numbers of contractors who 
have taken on public or third sector contracts could be a consequence of 
IR35 reform in 2017. 

Despite having been introduced over three years ago, many still hold 
concerns over whether public sector bodies are able to manage these 
changes. As a result, these findings show that contractors prefer to 
work in the private sector, perhaps due to the fact they will continue 
to determine their IR35 status until April 2021. For example, 78.7% of 
contractors have held at least one private sector contract in the past 12 
months, with 36% having worked on multiple projects.

IR35 is poorly conceived 
and just leaves uncertainty 

and increased expense - 
which is what I have seen 

in the public sector
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CONTRACTOR INCOME AND PROJECTS WORKED

Contractors satisfied with project length 

While the length of time spent working on one contract varies considerably, 
most contractors (59%) are engaged anywhere between four and 12 months. 
This suggests that businesses view independent professionals as a temporary 
resource that can be brought in on relatively short-term contracts to provide 
additional support. To an extent, it begins to dispel the myth that contractors 
are engaged for the long-term in a manner similar to employees. Also worth 
noting is that nearly two-thirds (63.4%) of survey respondents view these time 
frames as significant enough to allow them to deliver a project successfully. 

What is the length of 
your current/most recent 
contract?

31.2% (716 responses) said 4-6 months.

27.8% (639 responses) said 7-12 months.

17.4% (400 responses) said less than 3 months.

15.2% (350 responses) said 13-24 months.

8.3% (191 responses) said 25+ months.
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CONTRACTOR INCOME AND PROJECTS WORKED

Contractors are resourceful project hunters 

Contractors are resourceful when it comes to winning work, using various 
ways to source new projects. For example, 69.9% find work via recruitment 
agencies, 60% use the network they have built up over the years to win 
contracts, while 25.1% approach previous clients with whom they hold a 
successful working relationship. That’s not to say these contractors are 
natural marketeers or even feel the need to advertise their services, though. 
Over half don’t market their business at all, however, the small number of 
contractors who would like to (11%), don’t know where to start. 

Most of the time I’m 
approached by an agency or 
contacts within my sector.

How do you usually find a new contract?
69.9% (1,606 responses) use 
a recruitment agency.

60% (1,378 responses) reach out to the 
contacts in their network.

25.1% (576 responses) approach ex clients.

29.8% (685 responses) post on LinkedIn.

3.3% (75 responses) post on other social media 
platforms such as Twitter or Facebook.

46.1% (1,059 responses) apply for adverts that 
they see on job boards.

8.4% (192 responses) said other.

29.8%

3.3%

25.1%

60%69.9%

46.1%

8.4%
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REBECCA PEDLER
Director of Marketing
Optionis

It’s pleasing to see that 
contractors’ day rates have 
stayed strong in the face of a 
huge economic downturn. That 
contractors are also satisfied about 
the length of time they spent 
working on a project is another big 
positive, showing that contract 
work is a positive and beneficial 
arrangement that suits individuals 
as well as businesses.

WHAT WE SAY

CONTRACTOR INCOME AND PROJECTS WORKED

The Optionis Group 2020 Contractor Survey26



CONTRACTORS, PENSIONS 
AND MORTGAGES
Few contractors saving into personal pensions but access 
to mortgages may be improving

When paying into pension schemes, securing mortgages and purchasing a 
number of other important financial products, freelancers and contractors have 
a very different experience to most employees. 

For example, independent professionals are required to make their own 
arrangements and save money for their retirement themselves if they 
don’t want to rely on the State Pension. This is because, unlike employees, 
contractors don’t have an employer who contributes a percentage of their wage 
into a workplace pension scheme.

Like pensions, mortgages for contractors also require further consideration. Up 
against strict lending criteria and in an uncertain economic environment, getting 
approved for a mortgage when you’re self-employed can be challenging.

We decided to look closely at these issues, gauging contractors’ views on 
whether pensions, mortgages and several other financial products are accessible 
and tailored towards the unique needs of the self-employed.
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Contractors opt against personal pension plans

Our research tells us that 46% of contractors don’t have a personal 
pension scheme set up. 

As surprising as this may seem, that’s not to say 
that nearly one in two contractors aren’t saving for 
retirement. Many independent professionals choose 
to contribute to a workplace pension scheme 
through their limited company, given it allows them 
to operate their business with greater tax efficiency. 

Of those with a pension plan in place, whether personal or workplace, 
42% started saving into their chosen scheme between the ages of 22 
and 29. Preparing relatively early on in life is likely to set contractors up 
for retirement, which, for most (52.2%) will likely be above the age of 65. 
However, a significant number (39.8%) plan to stop working between 56 
and 64 - slightly younger than the age (66 currently) at which they can 
claim the State Pension.

CONTRACTORS, PENSIONS AND MORTGAGES

At what age do you plan on retiring?

52.2% (964 responses) said 65+.

39.8% (734 responses) said 56-64.

5.1% (95 responses) said 46-55.

 1.5% (27 responses) said they’re 
already retired.

52.2%
39.8%

5.1%

1.5%
1.4%

 1.4% (26 responses) said under 45.

52.2%
of contractors plan on 
retiring at the age of 65.
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There is a large disparity between the percentage 
of employees that pay into a pension vs 
the percentage of self-employed that do, so 
whilst these findings are alarming they are 
unfortunately not surprising. Whilst most 
employees take up the option of opting into auto 
enrolment contributions via their employer, for 
contractors working through their own limited 
company, it’s their responsibility to set up and 
facilitate pension contributions and many don’t. 
Seeking professional financial advice can help 
contractors do this in the most effective way, 
ensuring they are contributing in the right way, 
whilst making the most of the tax efficiencies 
available to suit their own individual situation.

CONTRACTORS, PENSIONS AND MORTGAGES

DUNCAN CRAZE
Senior Financial Planner, Contractor Wealth
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CONTRACTORS, PENSIONS AND MORTGAGES

Mixed feedback on mortgages, but many find them 
easy to secure

A substantial number (38.2%) of contractors surveyed do not have a 
mortgage, which could point towards issues faced when looking to secure 
them. However, it could also mean that many individuals have repaid them 
and are mortgage free. Given that 36.5% of individuals surveyed are aged 
between 41-50 and 28.6% are 51-60, this is a possibility.

Refreshingly, of those with a mortgage (62%), it was only a relatively small 
group (21.4%) that found it ‘very difficult’ or ‘difficult’ to obtain one. With 
34.9% finding it ‘very easy’ or ‘easy’ to secure, and 43.7% of no opinion, 
these statistics suggest that those in a position to buy a property are 
perhaps benefiting from a wider availability of mortgage products designed 
for the self-employed. 

I used a mortgage advisor and 
moved into my property in two 
weeks. As long as you have been 
working solidly for 12 months, 

have a good business account 
and personal accounts, getting a 

mortgage is not an issue.
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CONTRACTORS, PENSIONS AND MORTGAGES

SIMON BUTLER
Head of Mortgages, CMME

Mortgage lenders have made a considerable 
number of criteria changes in 2020 in 
recognition of the various challenges that the 
Covid-19 pandemic has created. That does 
not mean, however, that these adjustments are 
shutting contractors and the self-employed out of 
the mortgage market. The level of information 
required to secure a mortgage has increased as 
lenders look for absolute certainty to approve 
mortgage finance but their appetite to lend to 
this sector has not dimmed.  High street lenders 
continue to service the needs of contractors and 
to offer the same range of products that are 
available to employed applicants, as was the 
case before the pandemic.
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CONTRACTORS, PENSIONS AND MORTGAGES

Economic uncertainty threatens mortgage availability

However, the Coronavirus pandemic and resulting recession are having a 
negative impact on the availability of mortgages. Lenders have become 
increasingly selective over who they accept and larger deposits are often 
required as mortgage companies look to reduce their risk.

I’m in the process of taking out a mortgage. I’m 
concerned that the likelihood of it being approved 
will be less at the moment, and concerned that 
IR35 reform will make the affordability of the 
mortgage more difficult.

High proportion of renters may 
signal mortgage challenges 

Nearly half of those surveyed (44%) rent their 
home, which, as touched on earlier, may reflect 
the challenges contractors face when looking to 
secure a mortgage. Despite the renting process 
deemed to be relatively straightforward, nearly 
the same percentage (22.2%) of individuals found 
renting ‘very difficult’ or ‘difficult’ as those who 
had the same experience when applying for a 
mortgage (21.4%). That said, nearly half (43.1%) of 
contractors said it was either ‘very easy’ or ‘easy’. 

Nearly half of contractors said 
renting was an ‘easy’ or ‘very 
easy’ process.

43.1%
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Business insurance a key financial product 

As you can see in the illustration below, freelancers and contractors purchase a 
number of other financial products. For example, business insurance (65.6%) - 
whether professional indemnity, public liability or employers liability - is bought 
by more individuals than mortgages (62%) and pensions (52%). 

CONTRACTORS, PENSIONS AND MORTGAGES

62% (1,143 responses) have a mortgage.

Mortgage Business insurance Life cover or
life insurance

Private medical
insurance

Ongoing legal
support

Pension they currently 
pay into

Income protection
insurance

Critical illness
cover

Tax investigation
insurance

None of
the above

52% (959 responses) have a pension 
they currently pay into.

65.6% (1,211 responses) have business insurance 
(i.e. professional indemnity, public, liability, 
employers liability).

16.2% (298 responses) have income 
protection insurance.

50.5% (931 responses) have relevant life cover 
or life insurance.

27.3% (504 responses) have critical 
illness cover.

19.7% (363 responses) have private medical 
insurance.

20.5% (378 responses) have tax 
investigation insurance.

10.8% (199 responses) have ongoing legal 
support.

8% (147 responses) have none of 
the above.

16.2% 27.3%65.6%52%62% 50.5% 8%19.7% 10.8%20.5%

Which of the following do you currently have?
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CONTRACTORS, PENSIONS AND MORTGAGES

Hiscox Spokesperson

Business insurance and the 
protection it provides is as 
crucial as ever, as well as 
being a legal requirement in 
most contracts, it provides 
you with peace of mind that 
an insurer has got your back, 
so you can focus on looking 
forwards.
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JAMES FOSTER
Head of Partnerships
Optionis

WHAT WE SAY

CONTRACTORS, PENSIONS AND MORTGAGES

That most contractors have opted against 
paying into a personal pension is a key finding 
and, to an extent, a concern. However, given the 
majority work via limited companies, it’s likely 
that a workplace pension set up through their 
business is a preferred route. It’s also positive to 
find that most of those with a mortgage found 
the process relatively straightforward which is 
a testament to contractor mortgage specialists 
such as CMME. Of course, ongoing economic 
instability might change this, but when focusing 
on the long-term picture, the size of the UK’s 
self-employed workforce means lenders are 
beginning to cater better for the needs of these 
workers. Long may this continue.
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CONTRACTORS AND THEIR 
MOTIVATIONS
People choose to go freelance, and not just for the money

The benefits of freelancing, contracting and self-employment are well 
documented. With opportunities to work as and when you want, for whom you 
want, while commanding a day rate that you see fit, it’s no surprise that nearly 
5m people now work for themselves in the UK. 

But what are the main drivers of independent working? Is the decision to 
start a business motivated by money, the chance to regain control or is it the 
prospect of a healthy work-life balance? 

To find out, we asked contractors why they went self-employed, whether this 
way of working has met their expectations and if they plan to continue working 
independently in years to come. 
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Contracting a conscious career choice

More than half (58.4%) of contractors said going self-employed was a conscious 
choice and not a move made due to redundancy or lack of permanent positions. 
While the two latter drivers together make up 30% of contractors surveyed, the 
fact that most freelancers and contractors are not forced into working this way 
should be seen as a big positive. And, according to the individuals surveyed, the 
decision to enter contracting is one that has paid off, with 9 in ten (90.8%) of the 
view that self-employment has so far met their expectations.

I am in control 
of my life.

CONTRACTORS AND THEIR MOTIVATIONS

Why did you become a contractor?

58.4% (1,054 responses) said they consciously 
chose contracting.

14.8% (267 responses) said there was a lack of 
permanent positions available within my industry.

14.7% (266 responses) said they were being 
made redundant.

9.1% (165 responses) said other.

2.9% (52 responses) said they retired but still 
wanted to work.

58.4%

14.7%
14.8%

9.1%
2.9%
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Freelancing chosen for a number of reasons

Our findings show that contractors started working this way a number of 
reasons, most of which are not financial ones. True, the largest group (82.0%) 
were attracted to the higher earning potential, but a better work-life balance 
(55.5%), control over their financial security (57.1%) and the opportunity to 
work flexibly (46.7%) were also important factors. 

By and large, contractors have achieved what they set out to do when they 
went solo. Since becoming their own boss, contractors revealed a number of 
significant upsides to independent working. In response to a multiple choice 
question, 50.1% enjoy better work-life balance, 62% are happy about earning 
more, 62% enjoy the flexibility freelancing offers, while 65.9% are glad to be 
free from office politics.

CONTRACTORS AND THEIR MOTIVATIONS

In your opinion, what 
is the best thing about 
being a contractor?

50.1% (904 responses) say they have 
a better work/life balance now.

62.5% (1,128 responses) say they get paid more.

65.9% (1,188 responses) say they don’t have 
to deal with office politics.

17.8% (321 responses) say it’s the best way 
to progress their career.

62% (1,118 responses) say they like the variety 
and flexibility of work.

41.1% (741 responses) say they like to be 
viewed as an industry expert.

38.5% (694 responses) say they’re in 
control of their own job security.

3.8% (68 responses) said other.

17.8%

62%
65.9%

62.5%

50.1%

41.1%
38.5%

3.8%
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CONTRACTORS AND THEIR MOTIVATIONS

Contractors gain experience before going solo 

While the age at which these contractors went self-employed varies dramatically, 
the two largest two groups (38.8%) reported making the leap into contracting 
between the ages of 31 and 40. This suggests that many were experienced 
before they started working for themselves. Additionally, more than half of those 
surveyed (54.9%) have been contracting for at least 5 years, with 26.1% between 
5 and 10 years, and 28.8% for over a decade.

Uncertainty may be impacting  
long term plans

The number of years these individuals see 
themselves contracting for is spread evenly, with 
nearly a quarter each planning to work this way 
for 1 to 2 more years (27.8%), 3 to 5 years (23.1%), 
6 to 10 years (21.7%) or 11+ years (27.4%). While 
the number of contractors unsure about their 
long-term future is relatively high, mixed attitudes 
towards the contractor market (37% somewhat 
negative and 36% somewhat positive) could 
factor into this. For example, the combination 
of Coronavirus, Brexit and IR35 reform could be 
contributing to a feeling of negativity, as explored 
in other sections of this research piece. 

27.4%
11+YEARS 
of contractors see themselves 
continuing to contract for 
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CONTRACTORS AND THEIR MOTIVATIONS

Facing up to a number of challenges

As liberating a career choice as independent working is, that’s not to say 
contracting is without its challenges. A number of individuals said they missed 
working in a team (12.4%), suffer from being lonely (28.3%) or find it difficult 
to access key skills and knowledge needed to run a business, such as HR, 
marketing, IT or legal services (13.9%). Meanwhile, nearly half (45.2%) have 
other concerns, which range from the off-payroll working rules (IR35 reform) 
to Coronavirus and the lack of job security. But despite this, and regardless of 
these difficulties, 61.5% would recommend contracting to a friend. 

I went freelance to 
earn more money, seize 
opportunities to learn 
new things and enjoy 

the freedom of moving 
around.
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It’s refreshing to see that people start 
contracting for a number of reasons 
not directly tied to money - whether 
that’s flexibility and lifestyle, to work 
on a variety of interesting projects 
or to escape office politics. But while 
contractors see self-employment 
as a liberating career move and one 
that has overwhelmingly met their 
expectations, it’s clear that economic 
uncertainty and worrying tax reforms 
are on their mind.

WHAT WE SAY

CONTRACTORS AND THEIR MOTIVATIONS

AMY DAVIES
Director of Sales
Optionis
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