
 

EVIDENCE FROM THE ASSOCIATION OF CONSULTING ACTUARIES LIMITED 
 
16 January 2017  
 
Chairman 
Work and Pensions Select Committee 
Houses of Parliament 
Parliament Square  
London 
SW1A 0AA  
 
Dear Mr Field  

 
Inquiry into self-employment and the gig economy  
 

1. I am writing on behalf of the Association of Consulting Actuaries to respond to the inquiry 

into self-employment and the gig economy. 

 

2. Members of the ACA provide advice to thousands of pension schemes, including most of the 

country’s largest schemes.  Members of the Association are all qualified actuaries and all 

actuarial advice given is subject to the Actuaries’ Code. Advice given to clients is 

independent and impartial.  ACA members include the scheme actuaries to schemes 

covering the majority of members of private sector defined benefit pension schemes.  

Members also advise thousands of smaller pension arrangements and individuals (many in 

self-employment) as well as advising life and general insurers.  

 

3. The questions concerning the operation of Universal Credit, Jobcentre Plus and labour 

market participation are not within our field of expertise.  However, as consulting actuaries 

many of the ACA’s members have expertise in retirement provision. 

 

How can self-employed people best be encouraged and supported to save for retirement? 

 

4. This is a long-standing question that pre-dates the rise of the gig economy by many years.  

For traditional self-employment the problems include: 

 

 The individual has to take the initiative to set up and maintain a pension scheme, and 

inertia or other demands on their time mean that many never get around to this.  With 

an employee there is an employer who can be asked to do all this automatically for the 

employee, i.e. auto-enrolment. 

 

 The individual may have earnings which fluctuate significantly on a week by week or 

month by month basis making it difficult to plan with a degree of certainty how much 

money can be committed to long term retirement savings. 

 

 The self-employed often seek to invest savings and capital in building the business, and 

so prioritise this over saving for retirement.  Many will argue that the business is their 

pension, despite it carrying risks such as a concentration of investment (putting all their 

retirement nest eggs in one basket). 



 

5. The self-employed are a diverse group who include a few very wealthy individuals, affluent 

self-employed professionals, skilled crafts trades such as plumbers, and includes workers in 

the gig economy.  A single solution is not likely to fit all self-employed people. Adapting 

existing legislation to cover all the different types of self-employment, which is 

fundamentally founded on the existence and role of an employer would be a major task and 

may impact on the success to date of auto enrolment for employed individuals.  For the 

purposes of this letter, we have focused on retirement provision for individuals working in 

the gig economy which we do think could be addressed in advance of the more traditional 

self-employed individuals for whom a more radical solution might be required. 

 

6. Other self-employed individuals in more traditional self-employment are important, and 

encouraging these people to have good quality pension income in retirement remains an 

important question that the government and the select committee should not neglect.  We 

should be happy to explore our ideas in this area, however, in this letter we focus on those 

working in the new gig economy. 

 

7. We suggest that the government look at whether self-employed individuals working in the 

gig economy could be brought within auto-enrolment into a pension scheme. 

 

The gig economy 

8. The gig economy has been enabled by the development of the internet and mobile 

communications.  This enables a provider, assumed to be a company, to offer a service to 

customers where the service is ordered over the internet or through a mobile phone, and is 

billed electronically through a credit or debit card making an online payment.  The service is 

performed by an individual who is often self-employed and who is paid by the company for 

each job the individual does for the company’s customers. 

 

9. This business model differs from traditional self-employment in various ways but two stand 

out for us: 

 

 The end-user customer pays the company for the service and does not pay the self-

employed individual providing the service.  The company controls the cash flow of the 

transaction, and either does not encourage or prohibits the self-employed individual and the 

end-user customer from directly engaging with each other for subsequent similar 

transactions. 

 

 The company usually operates a sophisticated electronic invoicing system that regularly and 

automatically pays the self-employed individual based on services provided.  The individual 

usually does not have to submit invoices to the company as such, instead the computer 

systems automatically log activities and generate the appropriate statement of payments 

due.  The invoicing system is not a payroll but has some features of a payroll. 

 

10. It is the existence of the employer which has enabled auto-enrolment to work, and the 

absence of an employer is a sensible reason why auto-enrolment has not been extended to 

traditional self-employment.  Automatic enrolment has been possible for employees 



because the employer, who regularly pays its employees, has been given a legal 

responsibility to enrol these employees into a suitable pension scheme.  Once the employee 

has been automatically enrolled, the employer deducts pension contributions from pay and 

also makes its own contributions, which it has a duty to pay promptly to the pension scheme 

administrator. 

 

11. Irrespective of whether individuals working in the gig economy are self-employed, are 

workers or are employees, which we understand is being considered in various court cases, 

the essential features that make auto-enrolment possible for employees arguably also exist 

in the gig economy: 

 

 There is a corporate body collecting income (and making profits) from the provision of 

services to customers.   

 

 Individuals, whether classed as employees or self-employed, are automatically paid 

through a payroll or an invoicing system. 

 

 There is no rule that prevents a third party, such as the company, from contributing to 

the individuals’ pension schemes even if the third party is not the individuals’ employer. 

 

12. So there is a clear mechanism by which a default position can be set up by which pension 

contributions could be paid in as similar a way as possible to the route for the employed, 

with sanctions for failure being applied to the entity that has the role of actual employer or 

quasi-employer. 

 

13. A gig economy entity which was obliged to operate auto-enrolment of individuals would 

have to meet the cost of this.  As with companies which employ staff, a gig economy 

company might seek to increase the cost of the service to customers, it might seek to reduce 

the cash paid to the workers or it might absorb part of the cost from its own profits.  Were 

parliament to require auto-enrolment it might want to regulate the proportion of any costs 

which could be imposed on the workers, in line with the maximum employee contribution 

that may be imposed. 

 

14. Given in many cases those working in the gig economy will be earning below £10,000pa, we 

reiterate the points we have made in representations to Government that the 2017 AE 

Review needs to consider removing the lower earnings deductible with the earnings trigger 

reduced to c£5,000 - £6,000pa as well as a clear long-term strategy to increase minimum 

contributions.    

 

15. Of course, individuals should be allowed to opt-out, as for employee auto-enrolment. 

Because of this, it would be appropriate to ensure that at least part of the pension 

contributions were attributed to the company.  If the company was obliged to increase the 

payment to individuals but then divert some payments into a pension scheme this could lead 

to an incentive for individuals to opt out in order to enjoy the increase as a cash 

receipt.  Insisting that part of any pension contribution is sourced from the company would 

remove that incentive to opt out.  A corollary is that in order to keep the tax system simple 

and avoid a risk of windfall double tax relief, where a company's payment for a self-



employed individual is required by auto-enrolment law this should be treated for tax 

purposes as if the company was the employer of the individual.  

 

16. Resolving the employment or self-employment status of these individuals in the gig 

economy may take time through the courts, and might depend on the facts of each case.  

However, it is a matter for parliament whether, irrespective of the outcome of those court 

cases, it wanted to extend auto-enrolment duties to companies operating in the gig 

economy where the company uses self-employed individuals to provide services to 

customers.    Clearly there would be a challenge in defining what constitutes such an 

operation, which would come within the auto-enrolment regime, and what would remain 

more traditional self-employment that would not be in the regime. 

 

17. We note above some of the differences, and in particular the company’s control over the 

cash flow of the transaction, the billing systems and control of the relationship and on-going 

relationship with the end-user customer.  A traditional self-employed individual would have 

significant influence or control over all these areas. 

 

18. Auto-enrolment is a well-established process which has put millions of employees into 

pension schemes and boosted retirement savings for millions of lower paid employees.  The 

infrastructure to extend it to self-employed individuals working in the gig economy who 

provide services in a way that might be similar to employees working on zero hours 

contracts (who would be within auto-enrolment) largely already exists. 

We would be happy to discuss this matter further if you wished. Please contact me on 020 7311 
3103 or at david.fairs@kpmg.co.uk   
 
Yours sincerely  
 

 
 
David Fairs  
Director 
On behalf of the Association of Consulting Actuaries Limited 
 
This ‘paper/document’ is intended to provide general information and guidance only. It does not constitute legal or business 

advice and should not be relied upon as such. Responding to or acting upon information or guidance in this 

‘paper/document’ does not constitute or imply any client /advisor relationship between the Association of Consulting 

Actuaries and/or the Association of Consulting Actuaries Limited and any party, nor does the Association accept any liability 

to any person or organisation relating to the use of such information or guidance.  
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