
1

Support for the Self-Employed
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The Office for National Statistics (ONS) estimates that 5 million people (15% of the workforce) are self-employed in the 
UK.1 To support the self-employed through the coronavirus crisis and lockdown periods, the government introduced 
two schemes:

• The Self-Employment Income Support Scheme (SEISS)

• Suspension of the Minimum Income Floor (MIF) for self-employed claimants of Universal Credit

The CSJ makes the case in this paper that significant gaps remain in the support provisions for the self-employed, 
including the directors of small businesses, and that many small business owners are now exposed to significant 
debt risk and enforcement of Personal Guarantees by commercial landlords. The CSJ is therefore calling upon the 
government to introduce a package for small business owners.

On 7 January 2021 it was reported in the Sun that HMT is considering adopting a Directors’ Income Support Scheme 
(DISS), based on 3 years’ worth of accounts, but such a scheme is yet to materialise. The CSJ lends its voice in the call 
to support small business owners and recommends the adoption of the system laid out below.

The CSJ also recommends that bold steps are taken to alleviate the debt risk experienced by small business owners 
who are exposed to enforcement of commercial rents against their personal property and assets through Personal 
Guarantees (PGs).

Background: the Self-Employed Income Support Scheme (SEISS)

Eligibility

Self-employed workers are eligible for SEISS if: self-employment represents more than 50% of their taxable income; 
they made a tax return in the fiscal year 2018/19; their annual profits in this year amounted to less than £50,000. 
Claimants had to make a statement to HMRC that they had been “adversely affected” by Covid, though the scale of 
the impact was not considered and evidence was not taken.2

Delivery

SEISS was originally delivered through two taxable grants, subject to self-employed National Insurance contributions, 
reflecting 3-month periods. Eligibility is assessed based on trading profits and non-trading income (including income 
from earnings, property, savings, pensions and dividends) through Self-Assessment tax returns.3 Profits are calculated as 
an average over the most recent 3 years of trading profits. If the claimant does not have 3 years’ worth of records, the 
average is calculated based on the trading history that can be evidenced.

The first SEISS payment, available in mid-May 2020, was equal to 80% of past profits, capped at £2,500 per month 
(this covered the 3-month period from May-July). The second, available in July, was set at 70% of past profits (this 
covered the 3-month period August-October).4
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Third and fourth grants
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In the Chancellor’s Winter Recovery Plan,5 two new grants were planned to cover lost income from November-January 
and February-April, respectively. The third payment was originally set at 80% of past profits for November and 40% for 
December and January, averaging 53.3% for the 3-month period. However, the government subsequently increased 
this grant to 80% for the 3 month period, capped at £7,500 in total.6

It has been announced that there will be a fourth lump sum instalment to be unveiled at the March 2021 Budget.

To be eligible for the third and fourth grants, claimants must:

• Have qualified for the SEISS first and second grant (though they do not have to have claimed them)

• Declare that they intend to continue to trade and either 1) are currently actively trading but are impacted by 
reduced demand due to coronavirus; or 2) were previously trading but are temporarily unable to do so 
due to coronavirus

Claimants must keep evidence of reduced activity and state that they reasonably expect a significance reduction in 
profits due to Covid.

Take-up and Costs

The total number of claims for the first grant was 2.7 million, worth £7.8bn in total. The total number of claims for 
the second grant was 2.4 million claims, worth £5.9bn. For comparison, by 15th February 2021 a total number of 
11.2 million jobs had been furloughed under the Chancellor’s Job Retention Scheme the total number of employers 
furloughing was 1.3 million, and the total value of claims made was £53.8bn.7

By 31st October 2020, 2.7 million individuals had claimed for either the first or second SEISS grant. Of these 2.3 million 
individuals (86%) claimed both grants, (12%) claimed only the first grant and 61,000 (2%) only claimed the second 
grant.8

The OBR estimated that the total cost of the scheme was £21 billion up to January 2021 and a further £7 billion to 
cover the period from February to April 2021.9

Effect on incomes

Those in receipt of the SEISS experienced on average only a 4% reduction in income, but this headline figure masks 
significant variation in experiences by claimants, with some being more than fully compensated, some less than fully 
compensated, and some “falling through the cracks” due to ineligibility.10

Gaps in eligibility

There are significant gaps in eligibility for SEISS. The main groups excluded from support are:

• Those who gain a minority (less than 50%) of their income from self-employment

• Those whose profits have exceeded an average of £50,000 per year

• Those who have not filed a 2018-19 tax return

• Those who did not qualify for the first to grants but would now do so

The exclusion of the first two groups represent policy choices. The third is a safeguard against fraud, and it is harder to 
see how this group could be targeted to receive government support without risking wholesale abuse of the system. 
The fourth is a guard against an open-ended liability.
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Of the 1.6 million who did not meet the criteria for SEISS, 1.4 million (87%) had trading profits less than non-trading 
profits (e.g. income from employment or investment income), 0.5 million (33%) had trading profits of £0 or made a 
loss and 0.2 million (11%) had trading profits over £50,000.11

In total, approximately 2 million people self-describing as self-employed are ineligible for SEISS, according to analysis by 
the IFS.12

11 https://commonslibrary.parliament.uk/research-briefings/cbp-8879/, p. 14
12 https://www.ifs.org.uk/publications/14786
13 https://www.ipse.co.uk/ipse-news/ipse-blog/new-proposal-limited-company-director-support.html
14 https://www.purbeckinsurance.co.uk/blog/personal-guarantees-2021

Supporting company owner-managers
There are approximately 2 million owner-managers. They are ineligible for the SEISS. They are eligible for the furlough 
scheme in relation to their salary only if they cease to work.

Many owner-managers pay themselves a small salary, often set at the National Insurance earnings threshold (£166 per week), 
in order to qualify for the state pension. However, do not / cannot pay themselves a salary due to fluctuating company 
revenues. Rather, they pay themselves through dividends. Dividends are paid after corporation tax has already been paid.

HMRC classifies income from dividends as investment income and does not distinguish between dividend income from 
a company in which the director is the sole or majority owner and income from general investments in other companies. 
The Treasury has so far resisted calls to support small company directors due to the fraud risk implied by this.13

Recommendations

Provisions could and should be made for company directors who pay themselves primarily through dividends rather 
than through a salary, in a form that mirrors the SEISS scheme.

Qualification criteria could be as follows:

• The claimant must be a director of a close company and shareholder of a close company. The government could go 
further by setting a minimum percentage share ownership to limit eligibility

• The company must have traded in 2018/19 financial year (and still be trading), with up to date submissions of 
statutory accounts to Companies House and corporate tax returns to HMRC

• The company must currently be trading but experiencing reduced demand or be unable to trade, mirroring the 
same criteria for SEISS

• Each shareholder must declare that the dividends they would normally receive from the company have ceased or 
dropped significantly due to insufficient distributable cash / reserves

• Dividend income must represent 50% or more of the claimant’s income for the years 2018/19 and 2019/20

• An eligibility cap on trading profits of £50,000 (with or without a taper) could be adopted, mirroring SEISS

• As an optional safeguard, HMT could mandate a self-declaration with a letter of certification from an accountant

Commercial tenants and Personal Guarantees (PGs)
A survey of SME workers by Purbeck found that 22% were aware their company was being sustained by salary sacrifice 
or by the personal savings of the owner or director.14

Many commercial tenants have given their landlords Personal Guarantees (PGs) as security for their tenancy 
agreements, meaning that rental arrears can be pursued against the owner’s personal property and savings. Given that 
high street businesses such as pubs and cafes have been unable to trade for most of 2020, this leaves small business 
owners who owe PGs highly exposed.
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According to published advice for commercial landlords by Pinsent Masons, commercial tenants are unlikely to be 
able to argue that their tenancies have been legally frustrated due to lockdown, due to the stringent legal criteria for 
establishing frustration, and very few tenancy contracts will include a “force majeure” clause which might entitle them 
to a reduction in rent. This leaves tenants with no legal recourse.

Recommendations

• The government should intervene to transfer risk away from commercial tenants and onto commercial landlords, 
who will on average be in a far more secure credit position, through introducing a moratorium on commercial 
evictions.

• The ability of commercial landlords to enforce Personal Guarantees of tenancy agreements against small business 
owners should be suspended by statutory intervention, for commercial tenants with annual profits of less than 
£50,000 per year.

• Alternatively, a statutory obligation to renegotiate rather than foreclose on a commercial tenancy, or to enforce 
against a PG, should be introduced in order to provide protection and relief for small business owners.


