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1. INTRODUCTION

The Boox Report 2013 is the second edition of a report created by online accountants, Boox. Its aim is to provide a
platform to better represent the contribution that freelancers, contractors and the self-employed make to the UK
economy. In addition to looking at the role of the freelancer, this edition of the Boox Report takes a closer look at

the complex area of tax and how well freelancers understand it.

This year’s research was carried out against the backdrop of a UK economy on the mend. The latest figures from
the Office for National Statistics (ONS) point to the UK economy growing by 0.8% in the third quarter of 2013, the
highest rate for three years and the third consecutive quarterly rise. Unemployment figures are also moving in a
favourable direction, with ONS statistics showing the rate fell to 7.4% in the three months to October.

The findings in this latest report show that freelancers are taking full advantage of this economic upturn. A third
report increased earnings year-on-year and the average daily rate they charge now stands at more than ten times
the national daily wage.

What’s more, the report also highlights a significant change in fortune for the 18-34 age group: an uprising of the
dispossessed youth. 61% of the 18-34 age group have seen the amount they earned this year increase compared
to last year.

These figures are just the tip of the iceberg, as we delve into the freelance world and gain fascinating insights into
how they have fared over the last year and how they manage their finances.
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2.THE FREELANCERS’ CONTRIBUTION
TO THE UK ECONOMY

Freelancers, contractors and the self-employed contribute £202bn to UK*
They contribute 8% of UK GDP*

Number of those who are self-employed up 82% in Europe over 10 years**

The original Boox report published in 2012 highlighted that today’s self-employed workforce is a real powerhouse
of the UK economy. Its contribution covers all sectors of industry and in 2012 amounted to one in five of all
enterprises registered to pay VAT or PAYE, according to ONS figures.

In terms of financial contribution, research carried out by the Professional Contractors Group (PCG), showed that
businesses without employees made £202bn worth of sales in 2011. This represents approximately 8% of the
turnover of the entire UK private sector.

What’s more, the contribution of freelancers, contractors and the self-employed is growing - not just in the UK,
but across Europe too. According to research carried out by independent economist, Stephane Rapelli, freelancers
have increased in number by an astonishing 82% in the past decade**.

* Exploring the UK Freelance Workforce, 2011
https://www.pcg.org.uk/sites/default/files//media/documents/RESOURCES/01267%20PCG%20A4%2048PP%20KINGSTON%20REPORT%20WEB.PDF

** European iPros: A Study
http://www.pcg.org.uk/sites/default/files//media/documents/RESOURCES/efip_report_english.pdf
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3. EARNINGS

Average Rates

Men charge double what women charge
North/South divide still evident

Research shows that male freelancers are charging an average daily rate of £180, which is almost double that
being charged by women at £98. This 45% difference more than mirrors the gender pay gap in the UK labour
market as a whole. According to the ONS, the difference is 10% for those in full-time work, widening to 19% when
part-time work is included.
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day rates by region
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The disparity in daily rates isn’t just gender related, there also seems to be a continuing north/south divide when it
comes to how much freelancers are charging. Predictably, it is those living in the South East who are charging most
- almost double what those living in the North charge, at an average daily rate of £202 versus £115 for the latter.
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Increasing Earnings

50% of freelancers have raised rates in the last two years

One third has increased rates in the last year
The average rate of increase is 10%

Over half of respondents (55%) have increased their rates over the past two years, while a third (32%) reported
increasing fees in the last year alone. The average increase was 10% with the highest rates of increase being
achieved in the IT and Engineering sectors.

% increase in rates by sector
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These figures paint a picture of an economic group that is confident enough to take advantage of the UK’s recovery
and further analysis backs this up. When asked about the main reason for increasing rates, 38% said that they had
been undercharging previously, possibly an indication that there has been a squeeze on rates during the recession.
19% cited an increase in demand for the rise in their rates, while 17% and 10% respectively said they could charge
more because they now had more experience or were more qualified.

Reasons why freelancers have increased their rates
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Average Earnings on the Up

33% of freelancers are earning more than last year

Amongst 18-34 year-olds this doubles to 61%
50% attribute this to higher rates and 38% to more hours

Not surprisingly, given the research findings on average rates and rate increases, average earnings also appear

to be on the rise. One third of respondents (33%) reported that they have seen the amount they earned this year
increase compared to last year. This figure almost doubles to 61% amongst the 18-34 age group, which ties in with
the findings that they are also charging the highest daily rates.
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Meanwhile, another third (31%) reported no change to their earnings and one fifth (20%) earned less than last
year. Of this latter group, 63% said it was due to working fewer hours.

Of the freelancers now earning more than last year, exactly half said it was because they were charging more and
just over a third (38%) put it down to working more hours. Either way, this has clearly been a year of increasing
demand for many freelancers. However, there are some notable differences between male and female freelancers,
as well as geographical variations too.

Average % increase in rate broken down by age
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The research shows more male freelancers than female have increased their earnings by increasing their rates at 58%
versus 43% respectively, but more female freelancers than male have done so by working more (43% versus 34%).

Reasons why male v female freelancers have increased rates
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There are stark differences between the regions as well. In the South East, freelancers’ earnings have risen because
they have increased their rates, whereas those in the North of England have increased the number of hours they work
in order to do the same. In the South East, it seems that fewer freelancers are working more hours, but in Wales and
the South West, freelancers’ hours have increased by almost 50%.

Regional differences showing reasons why freelancers are earning more
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4. KEEPING AN EYE ON
THE BALANCE SHEET

Types of Freelancers

66% of freelancers are sole traders

14% operate as a limited company

At 66%, the vast majority of freelancers operate as sole traders, while 14% are set up as limited companies.
Interestingly, the rate of limited company formation doubles to 28% amongst the 18-34 year age group, which may
suggest that younger freelancers are committed to working for themselves longer term. It may also be a sign of an
increase in entrepreneurial start-ups during times of limited job opportunities.

Starting a business as a sole trader is low cost and comparatively easy, as is the ongoing administration, which
clearly explains its popularity amongst the self-employed. On the other hand, operating as a limited company
is more often than not more tax efficient for those earning over £25,000 per annum, as well as offering better
protection through its limited status.

This can be seen readily in the steady increase in freelancers operating as limited companies as earnings rise.
For those earning less than £20,000, only 6% are limited companies, a figure that steadily increases to 37% for
those earning between £50,000 and £99,000. Ultimately, the findings are completely reversed when earnings are
between £100,000 and £150,000, with 69% operating at a limited company and 15% as sole trader.

Differences between limited companies’ and sole traders’ earnings
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Managing Finances

68% of freelancers manage their own finances
50% have separate private and business bank accounts

37% borrow from business accounts for private use

Over two thirds (68%) of all freelancers, contractors and the self-employed manage their own business finances
with one fifth (21%) using a personal accountant. The figure for self-management rises to three quarters (75%)
for those classifying themselves as sole traders. Likewise, it falls to 46% for those operating as limited companies.
Clearly, how freelancers go about managing their financial affairs is directly linked to how complex their finances
are likely to be.

When it comes to the division of personal and business affairs, freelancers who operate as a limited company are
legally obliged to have a separate business account to their personal account, so for the remaining freelancers, just
under half (44%) keep separate bank accounts for personal and work purposes. Sole traders are the most likely of
this group to have separate bank accounts, with 47% keeping their personal and business affairs separate.

Staying with bank accounts, a significant amount of freelance workers (37%) admitted to borrowing money from
their business account for private use. Within this group, it emerges that men borrowed considerably more in the
last month than women, at an average of £362 and £191 respectively. Moreover, almost a quarter of men (24%)
said that they had borrowed over £500 in the last month.

Those most likely to borrow are 18-34 year-olds, with 67% saying they have done so, while only 20% of 55-64
year-olds admitted to the same. When looking at the split between limited companies and sole traders, 52% of the
former dips into their business account, while only 32% of the latter did so. At first glance that last point may seem
counter-intuitive, but this is likely due to the aforementioned fact that limited companies are legally obliged to
have a separate business account.

Average amount borrowed from business account in the last month by age
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There are also regional differences between how much freelancers are borrowing from their business accounts,
with those in the South East borrowing over twice as much as those based in Wales.

Average amount borrowed from business account in the last month by region
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Handling Tax Affairs

50% regularly put money aside for tax obligations

A third of freelancers find tax returns stressful
A third have admitted bookkeeping errors
29% of those who missed a tax deadline were fined

When it comes to setting money aside to settle future tax obligations, half of all freelancers prudently reserve
money from each invoice, while one third will wait to find the money when taxes become due. However, further
analysis of these figures turns on its head the myth that the young are less prudent than their elders - with 18-34
year olds most likely to put money aside for tax (65%) and the over 65s least likely (45%).

Perhaps it is an inevitable stereotype that the industries most likely to set money aside are IT (66%) and the
banking and finance sectors (60%) - the first being tech-savvy and the second being tax-savvy. Meanwhile,
reinforcing the stereotype, the freelancers least likely to prudently save for tax are to be found in the creative
industries of design, marketing, PR and advertising (at 32%).

% of individuals in different industries who set aside money for tax
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As for submitting returns and paying tax, one third of all freelancers said that they found it a stressful experience,
with marginally more women (36%) than men (30%) agreeing. However, at 50% it is 18-34 year-olds who find

the process most stressful by far. Those freelancers operating as limited companies find submitting tax returns
most stressful (47%), while only 29% of sole traders do so. This is perhaps due to the relative complexity of their
finances or even an indication of the relative ease of use of HMRC’s Self-Assessment processes, especially as most
tax returns are completed online (69%) rather than on paper (31%).
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% of people by age who find submitting tax returns stressful
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Perhaps all of that stress is justified when one considers that one third (34%) of freelancers have admitted to
making bookkeeping errors. Of those, 17% have paid too much tax in the past, 6% have paid too little and 10%
have missed payment deadlines altogether. This latter error is most likely to be committed by the 18-34 age group
(16%) and those set up as limited companies (18%). The good news is that freelancers are showing signs of
improvement when it comes to the odd slip-up with their tax obligations, as errors are down in all categories
year-on-year.

Y-0-Y differences in tax payment errors
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Missing tax deadlines or making mistakes can prove costly, as the 29% of freelancers who did make errors and had
to pay fines can attest. This figure rises to nearly half (46%) of 18-34 year-olds versus just 21% of 55-65 year-
olds. Is this down to the recklessness of youth perhaps? At least freelancers were not the only group to be fined, in
February of this year HMRC revealed it fined 850,000 people for late tax returns, amounting to £85 million.
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Tax Knowledge

Two thirds do not know the level at which they pay 20% tax

Nine out of ten do not know level of their National Insurance contributions
One third do not know current rate of VAT

Although they are undoubtedly experts in their own fields, it seems that freelancers, contractors and the self-
employed find matters of tax, taxing. Nearly two thirds (64%) of those questioned did not know or incorrectly
guessed the salary level at which the 20% tax rate is payable.

Do you know at what salary level, per annum, you start paying 20% tax?
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At just 22%, the 18-34 age group were least likely to know, while at 55%, those in the 65 plus group were twice as
likely to know.

Freelancers’ correct responses when asked ‘at which salary level, per annum, do you start
paying 20% tax?’ (broken down by age group)
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When it comes to National Insurance Contributions (NICs), the results reveal a picture of complexity and
misunderstanding. More than nine out of ten did not know the percentage rate of Class 4 NICs payable on taxable
profit, with only 5% of female freelancers answering correctly and 11% of men. These results are clearly more
about the complexity of NICs rather than a lack of knowledge.

In contrast, a large majority (67%) did know the current level of VAT. However, it could be argued that the remaining
third that did not know, or guessed incorrectly, is a relatively high rate for a group operating in a business
environment. Amongst this number, women (at 37%) were most likely to not know, compared to 28% of men.

Male v female freelancers’ knowledge of current rate of VAT
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The reasons for this group’s seeming lack of tax knowledge are not clear, but one likely explanation is that, in
general, freelancers view tax matters as being complicated and therefore, to be avoided. Whatever the explanation,
however, these must be worrying statistics given that two thirds of freelancers, contractors and the self-employed
manage their own finances.
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5.CONCLUSION

This year’s survey took place against the backdrop of a recovering UK economy and it paints a rosy picture of
freelancers, contractors and the self-employed all enjoying an increase in earnings. Half of all freelancers put this
increase down to charging more, while just over a third cited working longer hours.

What’s more, it is the younger 18-34 age group that seems to be leading this recovery, with this report’s findings
showing them charging the most, earning the most and working the most. However, there is still a very obvious
north/south divide in evidence, highlighted by the difference in average daily rates - with those in the South East
charging almost double those in the North.

When it comes to filing returns and paying tax, there’s good news and bad. The good news is that, on average,
freelancers are making fewer mistakes, with errors down in all categories year-on-year. The bad news is that
freelancers’ knowledge of tax affairs, specifically tax bands, National Insurance and VAT, remains surprisingly low.

Whether this is due to a lack of education, or symptomatic of an over-complicated tax regime for the self-employed,
is up for debate. The most likely explanation is that it is a bit both and there is a lot more that HMRC can do to make
tax more easily understood and much less taxing.
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6. ABOUT THE SURVEY

Opinium Research carried out an online survey of 1,011 contractors/freelancers/self-employed workers (UK adults
aged 18+) from 2nd to 6th December 2013. For more information please visit

7.ABOUT BOOX

Boox provides a fast and simple service for the self-employed to administer tax efficient businesses using a
combination of professional advisers and cloud-based software. When an employee goes into self-employment,
their outgoing costs continue as normal but their income can often become unstable. Boox is there to help keep
things steady during periods of uncertainty.

Boox offers its customers access to their accounts round the clock, with the reassurance of a personal accountant
to provide advice and support when needed - taking the hassle out of managing business accounts. Boox

customers benefit from time savings, money savings and more effective decision making.

For more information on how you can benefit from Boox, visit
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ONLINE ACCOUNTING SERVICES FOR
CONTRACTORS AND FREELANCERS

We provide tools to make sure your focus as a contractor or freelancer remains on running your

Limited Company, keeping the time you spend working on your finances to a minimum. We do the

work behind the scenes to make sure your business accounts are in the best possible position.

Contractor Accounting Service

Our fixed fee accounting service for contractors, freelancers
and locums. Put yourself in control using our online portal

with unlimited access to your dedicated accountant, who is on

hand when you need them, to run your business finances.

We help maximise your take home pay for a great value fixed
monthly fee, with no hidden costs. Visit to
sign up or take a 14 day free trial.

Self-Assessment Tax Returns

Need to file an annual Self-Assessment Tax Return? Avoid
annual fines and penalties by letting us make sure yours is
filed correctly with HMRC before each deadline.

We take away the stress of filing your return by doing all
the hard work for you. Complete our questionnaire and
we do the rest.

Limited Company Incorporations

If you’re just looking to set up a new business and don’t have
a need for an accountant, use our online tool to check
whether the business name you want is available.

Reserve your company name today - buy it online for a
small fee.
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