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Abstract. In contrast to dependent employees, most self-employed people are free to choose if they
wish to insure themselves against social risks such as longevity, illness, or long term care. Alongside
the general protection scheme, which provides security at a minimal level, self-employed people are
not or are only partially covered by statutory systems. And even in case of coverage, statutory social
security provisions for self-employed persons vary greatly. Unfortunately, we know very little about
the situation of self-employed people regarding the protection against social risks, as reliable data is
missing. Therefore the state of knowledge is far from satisfying. However, the few available
findings indicate that large groups are not covered at all. Against the background of the upsurge of
these professions, this lack of coverage is indicative of an increasingly precarious position or social
exclusion of those groups. 
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1. Introduction

Unlike dependent employees, a large proportion of self-employed people are not
included in social security systems. Alongside the general protection scheme,
which provides a minimal level of security, self-employed people are not or only
partially covered by statutory systems. And even in case of coverage, the statutory
social security systems for the self-employed are very heterogeneous
(Directorate-General for Employment, 2014). Indeed, there is no common
denominator for the theoretical construction of a social security system targeted
specifically at self-employed people. In some countries a voluntary form of social
insurance exists – sometimes fiscal incentives are established and/or savings are
subsidised by the government through tax exemptions or reductions. Self-
employment, though a cross-national phenomenon, displays country-specific
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characteristics which become clear if the development over time, the branch
distribution or the social risks are considered.

Self-employed people in all parts of the world are, at least to a certain extent,
free to choose whether and the extent to which they wish to insure themselves
against social risks such as longevity2, illness, long term care, disability,
invalidity, lack of orders3, shortfall in payment, bankruptcy, widowhood, etc.4 

The occurrence of a social risk during working life leads to a break of
employment, a loss of income and in some cases – such as illness - to additional
financial burdens. To cope with such a situation, to maintain one’s living
standards and to avoid social exclusion, one option is to acquire ancillary
insurance in addition to the general protection scheme. However, for some risks,
such as bankruptcy, this is not always possible, as no insurance market exists. 

As self-employed people are insufficiently insured against social risks, they
are unable to compensate for financial losses thus caused. This has negative
external effects and results in social exclusion. In addition, it contradicts social
policy aims in Europe and counteracts the goal of the European Commission and
of most member states of fostering self-employment. In order to avoid such
consequences and to find measures capable of improving this situation, it is
necessary to first ascertain how exactly self-employed people are currently
protected against social risks. 

However, each of these social risks has its own logic regarding the
mechanisms of financing and the construction of benefits. To get a better
understanding it is necessary to start with the analysis of each single social risk.
Only then can the problems and the advantages of specific measures or
regulations for self-employed people be fully observed. 

Looking at the development over time, self-employment, though being a
cross-national phenomenon, displays country-specific characteristics in terms of
its distribution between economic sectors and the extent to which self-employed
people are covered by insurance systems against social risks. In addition, for each
social risk not just one insurance scheme, but a number of different schemes exist
which seek to minimise the relevant risk’s consequences for self-employed
persons. Germany provides a good example for the heterogeneous nature of
insurance against the risk of longevity. This is briefly examined below.

2. The risk of running out of money due to increasing life expectancy. 
3. This is the equivalent to dependent workers becoming unemployed. 
4. A basic, although not comprehensive overview is provided by: Directorate-General for

Employment (2014), or Schoukens (2000) (outdated). For a short overview of the protection
in Nordic countries see e.g. Ulmestig (2013), and for Eastern Europe Schoukens (2002)
(outdated to some extent).
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2. Case Study: Insurance Against the Social Risk of Longevity in Germany

As can be seen in the following tables, mandatory systems specifically tailored to
self-employed people do exist. Table 1 gives an overview of the mandatory old-
age provision for the self-employed. The specific profession is listed in the first
column. The mandatory system is stated in the second column and, if there is a
supplementary system in which the insurance is mandatory, this is listed in the
third column. However, the heterogeneity goes even beyond old-age pension
provision, and specific features exist which also have to be taken into
consideration. These include:

• the social security scheme for artists and writers, which also covers the
risk of health and long term care,5

• the Versorgungswerke for the free professions (which even when
employed are exempt from the statutory old age pension system and
are allowed to join in the special system) and 

• the federal insurance body for farmers. This system is tightly
connected to measures of agricultural policy. 

As is apparent from the table, not all self-employed people are included in
mandatory insurance schemes sponsored by the state. An especially large section
of the population engaged in freelance activities is not covered. 

Furthermore, the situation becomes even more complicated and heterogenic
when the financing of the statutory old age provision is considered. This is shown
in Table 2. The basis of assessment is listed in column 2 and exemptions in
column 3. Column 4 shows the basic financing structure of each system. The table
demonstrates that the basis for calculating pension entitlements and individual
contributions together with the extent of state funding varies considerably,
depending on the area of work in which the self-employed are engaged: 

5. See for example: Künstlersozialkasse (2013). 
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Table 1: Types of mandatory old age provision for self-employed, as of October 2014

Source: Following Fachinger et al (2004, p. 5).

Security system
Standard system Supplementary system

Statutory insured German statutory pension 
insurance scheme

a) homeworker (self-employed 
in cottage industry)
b) teachers, pre-school teachers 
or educators, nursing 
professionals, midwives
c) Self-employed with one client c) § 6 1a SGB VI offers an 

exemption from insurance for 
three years in the event of first 
time self-employment and, in the 
case of people who are 58 years 
or older, after any form of prior 
self-employment

d) River and harbour pilots d) Mutual compensation fund 
of the pilotage system 

e) Coastal mariners and inshore 
fishermen 
Self-employed craftsmen - 
craftsmen with an entry in the 
register of artisans (register of 
self-employed craftsmen) 

German statutory pension 
insurance scheme with the 
possibility of an exemption after 
18 years of compulsory 
membership 

District master chimney 
sweepers 

German statutory pension 
insurance scheme

Artists and writers German statutory pension 
insurance scheme regulated in 
the act on social security for 
artists (KSVG) 

Farmers Social insurance for agriculture, 
forestry and horticulture (old-age 
insurance for farmers) 

Subgroups of the liberal 
professions 

Professional pension schemes of 
the liberal professions 
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Table 2: Financing of the statutory old age provision within the German statutory pension insurance
scheme for the group of self-employed, as of October 2014

Source: Following Fachinger et al (2004, p. 6).

Contribution of the insured Financing
Basis of assessmemt Exemptions

Statutory insured
a) Homeworker 
(self-employed in 
cottage industrie)

a) Earned income up to 
the earnings ceiling

a) Contributions: 50 % 
by the insured and 50 
% by the client; 
additionally federal 
grant

b) Teachers, pre-
school teachers or 
educators, nursing 
professionals, 
midwives, male 
midwives, self-
employed with 
one client

b) Earned income in the 
amount of the reference 
value

b) Upon verification of a 
higher or lower income this 
earnings income up to the 
income ceiling, at least 450 
EUR a month

b) and c) 
Contributions: 100 % 
by the insured;
additionally federal 
grant

c) River and 
harbour pilots

c) Earned income up to 
the earnings ceiling

d) Coastal 
mariners and 
inshore fishermen

d) Earned income which 
is subject to the 
contribution in the 
German Statutory 
Accident Insurance 

d) Contributions: 100 
% by the insured; 
grants of the 
Bundesländer, 
additionally federal 
grant

Self-employed 
craftsmen - 
craftsmen with an 
entry in the 
register of artisans 
(register of self-
employed 
craftsmen)

Earned income in the 
amount of the reference 
value

Upon verification of a 
higher or lower income this 
earnings income up to the 
income ceiling, at least 450 
EUR a month

Contributions: 100 % 
by the insured; 
additionally federal 
grant

District master 
chimney sweepers

Earned income in the 
amount of the reference 
value

Upon verification of a 
higher or lower income this 
earnings income up to the 
income ceiling, at least 450 
EUR a month

Contributions: 100 % 
by the insured;
additionally federal 
grant

Artists and writers Prospective annual 
earnings

Exempt if earnings from 
professional (revenue 
minus expenses) work are 
below the minimum  
income limit for 
compulsory social 
insurance of 3,900.00 EUR 
p. a. 

Contributions: 50 % by 
the insured, 30 % 
client, 20 % federal 
grant
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Some research has been done on old-age provision for self-employed people
in Germany. One milestone was the analysis of Fachinger et al. (2004) which
gave the first comprehensive overview of the situation. Since then, the social
security of self-employed people has received an increasing amount of attention.
Some of the most relevant publications include those by: Fachinger and Frankus
(2014), Frankus and Fachinger (2012), Koller et al (2012), May-Strobl et al
(2011), Münstermann (2013), Niehues and Pimpertz (2012) Schulze Buschoff
and Schmidt (2009), Schulze Buschoff (2007), Schulze Buschoff and Protsch
(2006), Ziegelmeyer (2010). 

Basically, the work is for the most part theoretic-conceptual and descriptive
with a particular focus on insurance for old-age. The findings provide some
evidence that an increasing number of self-employed persons lack adequate
insurance. However, most of the literature covers the self-employed in general,
and does not allow for the heterogeneous nature of self-employed work. In this
context the old-age provision of freelancers is practically uncharted territory for
Germany.

Whilst we have at least some information about self-employed people’s old-
age provision, almost nothing is known about the approaches these people take
towards insuring themselves against other social risks such as illness, long-term
care, disability or bankruptcy.6 This is true not just for Germany, but also for most
other countries (O'Connor, 2013, p. 57). 

3. On the Situation of Freelancers 

3.1. Some General Remarks

The brief summary of the situation in Germany regarding the insurance of the
social risk of longevity exemplifies the heterogeneity of this group. However,
freelancers also have to deal with other issues when trying to cope with social
risks. These include health insurance together with the regulations concerning
equal treatment on pregnancy and maternity for employees and self-employed
people (European Parliament, 2010, European Commission, 2008, p. 46 ff.). 

As regards health insurance, in most EU countries independent professionals
and freelancers are covered by country-specific national health services.
Nevertheless, this is mostly a basic insurance and is not customised to the needs
of self-employed people. Usually, health-care costs, but not costs incurred by the

6. The probability of the occurrence of such risks is generally known, and an insurance market
exists which covers some of these risks. However, this does not mean that the self-employed
are actually insured, even if the insurance is in theory mandatory in social security systems.
The ‘de-jure’ and the ‘de-facto’ insurance of freelancers sometimes deviate considerably from
each other. 
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loss of income caused by illness are covered by the health care system.
Considerable differences exist between European countries on this issue: whereas
in some countries a monthly fixed amount is granted (e.g. Austria, Belgium,
Netherlands, United Kingdom), in others a percentage of previous income (such
as the person’s declared income, his/her taxable income, gross earnings or
revenue) is paid (Directorate-General for Employment, 2014). However, it may
be possible to insure the risk of income loss via supplemental income insurance.

Freelancers face the additional risk of losing orders if they are unable to work
due to disease, illness, or as a result of an accident. Furthermore, they may not be
able to finish orders on time and may even have to deal with contract penalties. A
temporary break can have devastating consequences for the business, and
especially for that of self-employed people working alone, as the danger of losing
regular customers is very high, although this danger is clearly contingent on the
length of time in which the freelancer is unable to work. 

3.2. Some Methodological Remarks

So as to obtain substantiated empirical information regarding the approach taken
by freelancers in order to protect themselves against social risks, it is first
necessary to define who exactly is meant with ‘freelancers’. There exists no
generally accepted definition. Even the seemingly straightforward distinction
between employees and self-employed does not adequately depict the economic
situation, as the boundaries between those two states of employment are blurred
(Directorate-General for Internal Policies of the Union, 2013, Purcell, 2000). 

The matter is complicated still further, as freelancers are a very
heterogeneous group of people. For example, and as pointed out in the literature,
a distinction should be made between people voluntarily and involuntarily
engaged in self-employment (Kautonen et al, 2010). Freelancers can belong to
both groups. This is because the decision to voluntarily become self-employed is
usually the result of rational decisions taken against the background of external
factors e.g. the general regulatory framework of business and the legal
environment of self-employment. Self-employed physicians and lawyers provide
a good example of this group of people. People engaged in these professions start
planning their careers early in life, as specific educational qualifications are
required for these occupations. They are thus able to make rational choices in
order to insure themselves against social risks. In contrast, involuntary self-
employment often arises out of necessity and/or occurs by chance. This group of
self-employed people are not able to plan in advance for a career in the self-
employed sector. As a result, they may fall out of the social security system and
consequently lose social protection. 

These factors may result in people who are involuntary self-employed finding
themselves in a ‘grey area’ in which they are no longer covered by the statutory
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social security system. They have to insure themselves against social risks via the
private insurance market and are as such subject to specific market conditions,
where some risks may not be insurable and risk selection takes place. 

As involuntarily self-employed people are often in an economically
precarious situation, they frequently have a limited ability to pay for insurance. In
addition, low-earning self-employed people who choose to insure themselves
against risks often face a disproportionally large financial burden when doing so,
as insurance contributions do not vary according to income but are instead a fixed
amount. As a result, freelancers, and especially those with low incomes, may
decide not to acquire insurance against social risks as a result of financial
restraints (Perry and Rosen, 2001), leading to serious problems if a social risk –
such as illness, a shortage of orders etc. – occurs. 

3.3. Some Remarks about Data

In addition to the aforementioned terminological difficulties, it is not easy to
identify freelancers, even when the definition employed in the given data sets is
used. For example, at any given point in time a person can work both as a
freelancer and be employed in a firm. In addition, the length of time in which a
person has been self-employed (i.e. the duration of the self-employment) cannot
be determined using cross section data. It is thus not possible to ascertain whether
self-employment is merely a temporary episode in the working life of an
individual, or whether he/she has been engaged in self-employment for a
prolonged period and is ‘trapped into’ a situation of inadequate social protection
and societal vulnerability.7 

Therefore longitudinal data is necessary. Although data of this nature is
available, these data sets all lack detailed information. Process-produced
longitudinal data from social insurance institutions are, for example, limited to
information necessary for the administrative process. The surveys at hand (even
the Socio-economic Panel for Germany, the DNB household survey (DHS) for
the Netherlands, or surveys such as the SAVE study) are not sizeable enough to
be able to cover the heterogeneity of the self-employed, let alone to be able to
analyse the differing situations in which freelancers find themselves.
Additionally, only few of these data sets aim to glean information about the
degree to which self-employed people save money to insure themselves against
social risks. The matter is even more complicated, as for a better understanding
data about the willingness and the ability to save are necessary. Unfortunately, the
information contained in the available data sets is insufficient. Therefore, little is
known about the current status of the self-employed and about their willingness

7. These difficulties result in differing data sets using different criteria in an attempt to identify
self-employed people (Börsch-Supan, 2009, Eurostat, 2013, Kroh, 2013, von Kalckreuth et al,
2013).
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and ability to save money in order to insure themselves against social risks.
However, it has become evident that a large proportion of freelancers – especially
women – are in precarious financial situations and even have problems earning
enough money to have a decent standard of living, let alone to save in order to
protect themselves against social risks (Bögenhold and Fachinger, 2013,
European Commission, 2005, Frankus and Fachinger, 2012). 

4. Conclusion

Generally speaking, only limited information is available about the insurance
situation of freelancers and independent professionals. In addition, reliable data
on this subject is lacking (Directorate-General for Internal Policies of the Union,
2013, European Commission, 2005, Mettler and Williams, 2011, p. 28, Román et
al, 2011, p. 386 ff.). 

The findings highlight that the state of knowledge on the provisions which
freelancers and independent professionals acquire in order to insure themselves
against societal risks is far from satisfying. As we have a good understanding of
the problems and advantages of specific measures or regulations concerning
social security, our current knowledge on the specific situation of freelancers is
insufficient. In this context, it is impossible to provide any insights into the design
of social protection systems aimed at freelancers. However, the information
which is available is not encouraging: given the increase in the number of
freelancers working in EU countries, insufficient social protection afforded to this
group will invariably lead to a rise in the number of people exposed to social risks.
This will in turn result in increasing poverty and a rise in the number of people
suffering from social exclusion. Alongside the difficulties posed for social policy,
these factors will have negative consequences for economic policy, especially as
regards the promotion of self-employment. 

In order to obtain further information on the insurance situation of freelancers
and independent professionals and to understand which factors contribute to this
situation emerging, further research is required. Only by increasing our
knowledge base will it be possible to find adequate measures for the design of
social protection systems, as is called for by, amongst others, Mettler and
Williams (2011) or the European Commission (2010). 
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