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Abstract

This study identifies gig workers based on characteristics of their work arrangements and how
these are reported in tax data. It introduces a definition of gig work specific to the way work
arrangements are reported in the Canadian tax system and estimates the size of the gig economy
in Canada using administrative data. The share of gig workers among all workers rose from 5.5%
in 2005 to 8.2% in 2016. Some of this increase coincided with the introduction and proliferation of
online platforms. The analysis highlights gender differences in the trends and characteristics of
gig workers. By linking administrative data to 2016 Census microdata, this study also examines
educational and occupational differences in the prevalence of gig workers.

Keywords: gig economy; self-employment; administrative data.

JEL classification: J21, J40, J46.
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Executive summary

The gig economy is a much-discussed global phenomenon, and mainstream and social media
continue to speculate about the number of gig workers in Canada. Gig workers are usually not
employed on a long-term basis by a single firm; instead, they enter into various contracts with
firms or individuals (task requesters) to complete a specific task or to work for a specific period of
time for which they are paid a negotiated sum. This includes independent contractors or
freelancers with particular qualifications and on-demand workers hired for jobs mediated through
the growing number of online platforms.

This study introduces a clearly defined methodological framework for identifying gig workers in
Canada based on various Canadian administrative sources, including individual and corporate
income tax returns. This is the first Canadian study to systematically identify gig workers using
administrative data and measure the share of gig workers among all Canadian workers. When
the work arrangement typology developed in previous studies is applied, gig workers can be
viewed as unincorporated self-employed workers (sole proprietors) who report business,
professional or commission self-employment income, and whose future business activity is
uncertain or expected to be minor or occasional.

This study found that, from 2005 to 2016, the percentage of gig workers in Canada generally rose
from 5.5% to 8.2%. The increase was observed for both men (from 4.8% in 2005 to 7.2% in 2016)
and women (from 6.2% in 2005 to 9.1% in 2016), and driven by the growth in the percentage both
of gig workers who earned no wages or salaries (T4 income) and of gig workers who combined
gig work with wages or salaries.

The results showed that the annual income of a typical gig worker was usually low. The median
net gig income in 2016 was only $4,303. Workers in the bottom 40% of the annual income
distribution were about twice as likely to be involved in gig work as other workers.

For most gig workers, gig work was only a temporary activity. Roughly one-half of those who
entered gig work in a given year had no gig income the next year. However, a non-negligible
share of gig work entrants—about one-quarter—remained gig workers for three or more years.

Workers whose main occupations were in arts, entertainment and recreation were about four
times more likely to be gig workers than workers whose main occupations were in management
of companies and enterprises. Those whose main occupations were in manufacturing and utilities
were least likely to be gig workers.

The study also found that gig work was more prevalent among immigrants than among Canadian-
born people. In fact, 10.8% of male immigrant workers who had been in Canada for less than five
years were gig workers in 2016, compared with 6.1% of male Canadian-born workers.
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1 Introduction

The gig economy is a much-discussed global phenomenon. Although there is no widely accepted
definition of the gig economy, the term broadly refers to less structured and non-traditional work
arrangements. Gig workers are usually not employed on a long-term basis by a single firm;
instead, they enter into various contracts with firms or individuals (task requesters) to complete a
specific task or to work for a specific period of time for which they are paid a negotiated sum. This
includes independent contractors or freelancers with particular qualifications and on-demand
workers hired for jobs that are mediated through the growing number of online platforms and
crowdsourcing marketplaces, such as Uber, Lyft, TaskRabbit, Upwork, Guru, Fiverr and
Freelancer.

Despite continued speculation by mainstream and social media about the number of gig workers
in Canada, a recent University of Toronto report surveying the international literature on the gig
economy found no peer-reviewed articles examining the Canadian labour market (Bajwa et al.
2018). To partially address the growing need to estimate the size of the Canadian gig economy,
the October 2016 Labour Force Survey (LFS) asked whether a respondent had offered or used
any sharing services such as Uber, Lyft, Airbnb and FlipKey. According to this survey, a relatively
small percentage of Canadian adults indicated that they offered peer-to-peer ride services (0.3%)
or private accommodation services (0.2%) (Statistics Canada 2017). In contrast, a study based
on the Bank of Canada’s Canadian Survey of Consumer Expectations estimated that as many as
30% of Canadians participate in some form of informal paid work (Kostyshyna and Luu 2019).
However, the results of the study are based on a relatively small study sample collected through
an online questionnaire and may not be fully representative of the Canadian population. A small
number of external surveys have been conducted to measure various elements of the gig
economy at the local level. For example, a recent survey found that 9% of Greater Toronto Area
residents worked through online platforms (Block and Hennessy 2017). However, people who
work through online platforms are only part of the gig economy since not all gig workers do.

This present study introduces a clearly defined methodological framework for identifying gig
workers in Canada based on various Canadian administrative sources, including individual and
corporate income tax returns. This is the first Canadian study to systematically identify gig workers
using administrative data and measure the share of gig workers among all Canadian workers.
The definition of a gig worker in this study is consistent with the definition of Abraham et al. (2018)
and is based on the typology of work arrangements introduced in their study. It includes, but is
not limited to, individuals working through online platforms.* Similar to gig workers in the United
States, gig workers in Canada are likely to be unincorporated self-employed workers who report
business, professional or commission income on their income tax returns. The methodological
approach used in this present study allows gig workers to be distinguished from traditional
employees who receive wages or salaries, incorporated self-employed workers, sole proprietors
who own established businesses and partners in partnerships.? The study is similar in spirit to the
U.S. study by Collins et al. (2019), but with important differences stemming from the differing U.S.
and Canadian tax systems and data sources. Furthermore, this study seeks to strengthen the
methodology used in U.S. studies by drawing on information not available to the U.S. researchers,
such as census data.

This study makes at least two other important contributions to the recent literature on the gig
economy and non-traditional work arrangements. Understanding the evolution of gig work in
Canada is important in itself, but it also contributes to better understanding broader

1. Gig work is not to be confused with precarious work. Unlike gig work, precarious work usually encompasses many
types of traditional work arrangements, including temporary, part-time and seasonal employment, as well as all
forms of self-employment. Minimum wage jobs are also often considered precarious work.

2. There are four types of business structures in Canada: sole proprietorships, partnerships, corporations and
co-operatives.
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self-employment trends in Canada and related issues with measuring these trends that are
discussed in the recent literature. Several recent studies using administrative (tax) data to
measure the gig economy in the United States were motivated by diverging estimates of self-
employment rates in U.S. survey and administrative data (Abraham et al. 2018; Katz and
Krueger 2016, 2019). One of the important questions investigated in this present study is whether
similar patterns of divergence between estimated self-employment rates in administrative and
survey data can be observed in Canada. The data used here allow these trends to be compared
using both survey and administrative data from 2005 to 2016. Some reasons for differences in
self-employment rates obtained from various sources are also discussed.

This study also examines the characteristics of gig workers and their income sources in
considerably more detail than previous studies. In particular, the scope of the analysis is
expanded by linking administrative data to 2016 Census of Population microdata. The linked files
contain detailed information about education and immigrant status (among other things) for 25%
of the total Canadian population.® Using the linked data, it is possible to explore the characteristics
of gig workers, identify occupations and industries with particularly high or low prevalence of gig
workers, and shed light on some of the key differences in how individuals report their self-
employment activities in census and administrative data.

2 A Dbrief overview of reporting self-employment income in
Canada

Tax returns in Canada are filed individually (although spousal and other family information has to
be provided) and the filing rates are very high, at over 90% for the adult population.* To file their
tax returns for a particular year, Canadians submit a completed T1 Income Tax and Benefit Return
to the Canada Revenue Agency (CRA) in the following year. Permanent or temporary Canadian
employees who receive wages report their annual wages or salaries based on the T4 slips
(Statement of Remuneration Paid) they receive from their employers, who also submit copies of
the T4 records to the CRA. On T1 returns submitted to the CRA, individuals report their total T4
income from all T4 slips issued for a particular tax year as their “employment income” for that
year.® Employment income other than wages and salaries, such as tips and gratuities, is reported
as “other employment income.”

Unincorporated self-employed workers use the T1 form to report their self-employment income
from five principal activities: fishing, farming, professional, business and commission income.®
Unincorporated self-employed workers who report professional, business or commission income
(e.g., Uber drivers) attach a T2125 Statement of Business and Professional Activities to their T1
forms. The T2125 form details all revenues and expenses related to the individual’s

3. This information is based on the long-form census questionnaire, which is randomly distributed to 25% of all
Canadian households.

4. The estimate is based on internal Statistics Canada reports. The coverage rates for the working population are
likely to be much higher than 90%.

5. In addition to T4 slips, employers can also issue T4A slips (Statement of Pension, Retirement, Annuity and Other
Income), which contain boxes indicating payments made to independent agents as “self-employed commissions”
or “fees for services.” However, T4A slips are used mainly to report pension income, and no T4A slips are issued
for many gig activities. For instance, no T4A or any other slips are issued for online platform work (e.g., Uber
drivers). Unlike 1099-K, T4As are not issued for electronic and online transactions. For this reason, T4A slips cannot
be used in the way 1099-K forms are used in U.S. studies (e.g., Collins et al. 2019).

6. Rental income, which is sometimes included among self-employment income sources, is also reported on T1
returns. In this study, workers who receive rental income but not any other self-employment income are not included
among self-employed workers for consistency with other Statistics Canada definitions of self-employed workers
(e.g., Longitudinal Administrative Databank) and the definitions of self-employment used in most other studies.
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unincorporated business and professional activities.” Self-employed owners of unincorporated
businesses may request a business number (BN) for their business (or businesses) from the CRA.
If they have a BN, they must report it on the T2125 form. Partnerships are subject to special rules
concerning business formation and dissolution. Unlike a corporation, a partnership does not file
a corporation income tax return (see below). All partnership income is allocated among the
partners, and each partner reports their partnership income on individual T1 returns.® Depending
on the partnership’s structure and revenues, it may be required to issue a T5013 Statement of
Partnership Income to its partners.

Incorporated businesses submit a T2 Corporation Income Tax Return to the CRA. The main types
of corporations in Canada are private corporations, public corporations (with shares publicly
traded on the stock exchange) and corporations owned by the Crown. When private corporations
file their T2 returns, they have to attach a Schedule 50 listing all shareholders with shares equal
to or exceeding 10%. In this study, all individuals listed on Schedule 50 forms are considered
owners of incorporated businesses or incorporated self-employed workers. Owners of
incorporated businesses may also pay themselves wages or salaries, in which case they receive
T4 slips and report employment income on their individual T1 return.

3 Data

The main administrative data source for this study is the Canadian Employer—Employee
Dynamics Database (CEEDD), maintained by Statistics Canada. The CEEDD is not a single
dataset, but a data environment consisting of multiple administrative data blocks that are linkable
through unique individual and business identifiers.® Annual individual tax return files (T1) are
among the principal CEEDD components. These contain detailed and complete information about
individuals’ incomes from all sources, government transfers, benefits and taxes. The CEEDD T1
files cover all Canadian taxfilers and span the period from 1983 to 2016.

Among the T1 files Statistics Canada receives from the CRA is a file containing information on all
individuals who report positive gross income for at least one of the following income types:
farming, fishing, professional, business, commission or rental income (Statistics Canada 2011).
The variables in the file correspond with information collected from attachments related to all six
activities, including T2125 and T5013 forms. Using this file as its main source, Statistics Canada
constructs Financial Declaration (FD) files better suited for analytical purposes. FD files are
annual files for all unincorporated self-employed workers in Canada. They are currently available
for 2005 to 2016.

In addition to information from individual tax returns, the CEEDD contains information from
corporate tax returns (T2 forms). As mentioned above, each private corporation that files a
corporate tax return is also required to submit a Schedule 50, which lists all shareholders with
shares equal to or larger than 10%.° Statistics Canada receives Schedule 50 files and they are
part of the CEEDD environment.

The main sample for the analysis includes all workers aged 15 and older from 2005 to 2016 T1
files. Workers are defined as all individuals who:

7. Individuals who receive income from home sharing (e.g., through Airbnb) report rental income on a Statement of
Real Estate Rentals (T776 form). If they provide additional services, such as laundry services or meals, they are
also required to submit a T2125 form.

8. However, incorporated partners report their partnership income shares as corporate income.

9. Individual identifiers are derived from social insurance numbers (SINs), and business identifiers are derived from
BNs issued by the CRA.

10. Unlike the shareholders of private corporations, the shareholders of public corporations are not business owners in
any meaningful sense and are not considered self-employed in this study.
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(a) reported any employment income from T4 slips or other employment income such as tips,
gratuities or director’s fees on their T1 forms,

(b) reported any unincorporated self-employment income, or

(c) were identified as owners of incorporated businesses through corporate tax returns.

The files range in size from 18,088,542 to 20,419,262 observations. In each annual T1 file, gig
workers are identified using information from FD files based on the definition introduced in the
next section.

An essential, novel element of this study is that it exploits the advantages of administrative data
linked to 2016 Census microdata to address several important information gaps in tax data. Using
the recently established concordance between individual administrative data and census data
identifiers, CEEDD data can be linked to the 2016 Census of Population microdata files covering
a randomly selected sample of 25% of Canadian residents. This means that census data are
available for a randomly selected subsample of 25% of all workers in the main sample. The linked
data (CEEDD files to the census) allow further exploration of some human capital characteristics
of gig workers that are not identified in tax data, such as highest level of education, main
occupation and immigrant status. The linked T1-Census analysis sample includes 4,781,844
observations, which is about 23.4% of the main T1 sample in 2016.

A comparison between unincorporated self-employment trends in survey and administrative data
can offer some clues about recent changes in the size of the gig economy in Canada. Much of
the information regarding self-employment in Canada comes from the LFS, which is a monthly
Statistics Canada survey that has been conducted since 1945. The LFS serves as the main
source for computing various official economic indicators such as employment and unemployment
rates. Responding to the survey is mandatory under the Statistics Act. Workers are classified into
several categories in the LFS: private and public employees, incorporated self-employed workers
with and without employees, unincorporated self-employed workers with and without employees,
and private employees working in family businesses without pay. In this study, the LFS-based
estimates of self-employment rates are compared with the self-employment rates based on
CEEDD data.

4  ldentifying gig workers using administrative data

There is little consensus in the economic literature or public forum about the exact meaning of the
term “gig economy,” and even less consensus about the size of the gig economy in the United
States, Canada or other countries. The proliferation of online platforms and crowdsourcing
marketplaces connecting workers with employers through very flexible—and often minimally
binding—work arrangements has resulted in renewed interest in the “gig” aspect of the modern
economy and has motivated new attempts to identify and quantify the gig economy. However,
these same technological factors have amplified the complexity of measuring the gig economy
and intensified the need for new methodological approaches.

Recent studies turned to administrative data to quantify the gig economy, identify how it affects
broader self-employment trends in the United States, and reconcile discrepancies between self-
employment estimates based on administrative data sources and more traditional survey
databases. Abraham et al. (2018) introduced a methodological framework for identifying gig
workers based on the characteristics of their work arrangements and how these are reported in
tax data. This typology of work arrangements is based on several characteristics that help
distinguish between various work arrangements, including whether the person is paid a wage or
salary, the work relationship can be expected to continue, or the person’s work schedule and
earnings are predictable (see Table 1 in the study by Abraham et al. [2018]). Abraham et al.
(2018) also note that gig workers are not wage employees, do not have a long-term contract with
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any employer, do not have a predictable work schedule and do not have predictable earnings.
Therefore, gig workers are unincorporated self-employed freelancers, day labourers, or on-
demand or platform workers according to this typology. In administrative data, gig workers can be
identified (at least partially) depending on how the workers report their work arrangements to tax
authorities.

Table 1
Estimated shares of self-employed workers among all workers using administrative, census and
survey data, 2016

Labour Force 2016 Census Administrative data:
Survey data data CEEDD (2016)
shares
Incorporated self-employed workers 7.1 4.4 9.5
Unincorporated self-employed workers 9.5 7.5 14.6
percent
Unincorporated self-employed workers
With employees 12.0 26.4 3.9
With no employees 88.0 73.6 96.1
shares
Sole proprietors with T2125 income 12.9
Gig workers 8.2
percent
Gig workers
With no T4 jobs 48.6
With a single T4 job 36.3
With multiple T4 jobs 15.1

... not applicable
Note: CEEDD: Canadian Employer—-Employee Dynamics Database.

Sources: Statistics Canada, authors' calculations based on data from the Labour Force Surwey, the 2016 Census and the 2016
CEEDD.

The methodology for measuring the share of gig workers in the Canadian labour force proposed
in this study is consistent with the methodology and typology of work arrangements outlined by
Abraham et al. (2018). The approach is based on combined information from several
administrative sources available in the CEEDD, such as T1 files, T2 and Schedule 50 files, and
FD files that contain detailed information about self-employment activities, and incorporated and
unincorporated business ownership. The focus is on unincorporated self-employed workers who
file T2125 forms, which are required for reporting business, professional or commission self-
employment income. These workers are grouped into three categories: partners (in partnerships)
reporting T2125 income, sole proprietors reporting T2125 income and providing a BN, and sole
proprietors reporting T2125 income and not providing a BN. The emphasis on reported T2125
income is because self-employed freelancers, platform workers and day labourers have to file a
T2125 to report their business income. However, not all T2125 workers are gig workers. When
the work arrangement typology of Abraham et al. (2018) is applied to the Canadian context, gig
workers can be viewed as unincorporated self-employed workers (sole proprietors) who report
business, professional or commission self-employment income on their T1 tax returns and attach
at least one T2125 form without a BN.

Unincorporated T2125 filers who operate an established business and who can expect a certain
degree of continuity and predictability in their work arrangements fall outside the gig worker
category. The delineation line is drawn between individuals who do not have a BN because they
have not registered their business with the CRA (gig workers) and those who do. The reason for
the emphasis on having a BN is twofold. First, a decision to obtain a BN indicates the expectation
of continuity. Although the process of obtaining a BN is not especially onerous, an individual has
to invest time to fill out necessary forms and provide information about their business to the CRA.
This effort is less likely to be made when future business activity is uncertain or expected to be
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minor or occasional. Second, businesses and activities that are particularly unlikely to be
associated with gig work, such as businesses that employ people or are engaged in import and
export activities, are automatically excluded since they are required to have a BN. The definition
proposed in this present study fits well into the work arrangement typology of Abraham et al.
(2018), which excludes unincorporated sole proprietors with some expectation of continuity and
earnings predictability from the gig worker category.

An important element of the methodological strategy is recognizing the possibility of an individual
holding several jobs or being involved in multiple self-employment activities. While surveys usually
focus on the main labour market activities of respondents, tax data contain information about all
of an individual’s income sources, not matter how small. For many gig workers, their “gig” activity
is only part of their overall labour market activities. The definition used in this study recognizes,
for instance, that a gig worker reporting business income can also receive a wage or salary (T4)
from wage employment, be an owner of an incorporated firm (listed on a Schedule 50) or own an
unincorporated firm for which they report professional income on a separate T2125. Therefore, it
is possible to differentiate gig workers whose gig activity is their only source of income from those
who use gig work to supplement their income.

As with any attempt to define a category of workers as ambiguous as “gig workers,” the definition
used in this study has its advantages and disadvantages. Among the advantages is the
definition’s conceptual clarity based on specific parameters that are associated with the tax
system, and its reliance on the features of the tax system that have been stable in the past and
are likely to remain stable in the future. Unlike survey questions about gig work, a definition of gig
work that is based on tax information is free from the ambiguity associated with individual
interpretation of gig work and uncertainty about the meaning of the term for different respondents.
Tax data are also more suitable for analytical analysis because administrative data files are
usually large and cover the whole universe of workers and firms. However, tax data tell little about
the nature of the job and lack information about work hours, hourly wages and job duration.

The definition of gig workers introduced in this study comes with an important caveat. Canadian
businesses are required to have a BN to report the federal and provincial sales taxes (GST/HST)
they collect when charging customers for goods and services. The exceptions are businesses
that provide goods and services exempt from sales taxes (e.g., basic groceries, educational
services, legal aid services and music lessons) and small suppliers whose total taxable business
revenues do not exceed $30,000 per year. This requirement largely excludes T2125 filers with
more than $30,000 in business revenue from the gig worker category. To assess the implications
of the $30,000 threshold for the estimates in this study, the kernel density of the gross income
was estimated for all sole proprietors who reported T2125 income in the 2016 data and sole
proprietors who satisfied the gig worker definition (Figure 1). Both lines reveal slight bunching just
below $30,000. The income bunching itself is not unexpected.'* However, the relatively small
magnitude of income bunching is somewhat reassuring. Figure 1 also shows that the gross
income of about 74% of all sole proprietors reporting T2125 income and 85% of those identified
as gig workers was below $30,000.? For a large majority of sole proprietors reporting T2125
income, the $30,000 threshold does not appear to be binding. Nevertheless, some potential gig
workers among those who report gross T2125 income above $30,000 are missed in the analysis.

11. This logic is the same as the logic for income bunching around the lower bounds of tax brackets (Saez 2010).
12. Grekou and Liu (2018) found that the median business income of unincorporated self-employed workers was
$10,000 in 2013.
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5 Unincorporated self-employment and the gig economy

5.1 Self-employment estimates in administrative, census and survey
data

A key element of the gig worker definition based on the typology of work arrangement
characteristics introduced by Abraham et al. (2018) is that gig workers are among unincorporated
self-employed workers. Therefore, the present study computed self-employment rates and
examined basic differences in the estimates of self-employment rates in survey and administrative
data sources before focusing specifically on gig workers. The analysis began with a comparison
of the estimated shares of incorporated and unincorporated self-employed workers among all
workers in 2016 using survey (LFS), administrative (CEEDD) and census microdata. The
objective was to compare the estimates from the LFS and census (the two sources most
frequently used to estimate the extent of self-employment activities in Canada) with the estimates
from administrative data, which only recently became available, for a comprehensive analysis of
various aspects of both incorporated and unincorporated self-employment. A direct estimate of
the gig economy in Canada was also provided using administrative data based on the definition
introduced in the previous section.

The comparison across the three data sources revealed substantial differences in the estimated
shares of self-employed workers in 2016 (Table 1). The share of incorporated self-employed
workers in the census data (4.4%) was less than half of the corresponding share in the CEEDD
data (9.5%). The difference may be partly because census respondents are asked only about
their main job, whereas in administrative data, anyone with more than a 10% share in an
incorporated business is identified as an incorporated self-employed worker. In addition, census
figures are based on the individual’s self-employment work during the reference week. In
administrative data, the preceding calendar year is the reference period. Unlike the census-based
estimate, the share of incorporated self-employed workers in the LFS is based on either the main
or the secondary work activity. This share fell between the estimated shares from census and
administrative data (7.1%). Similarly, the share of unincorporated self-employed workers based
on census data (7.5%) was just over one-half of the share using administrative data (14.6%),
while the LFS estimate was closer to the census estimate (9.5%).® Less than 4% of
unincorporated self-employed workers in the CEEDD had employees, compared with 26.4% of
those in the census data and 12% in the LFS.'* This result was consistent with the notion that
self-employment work is a relatively minor activity for many individuals identified as
unincorporated self-employed workers with tax data. Therefore, the prevalence of employers
among this group was much lower than the prevalence of employers among those who reported
self-employment as their main labour market activity in the census.

Table 1 shows that the share of unincorporated self-employed workers in 2016 who satisfy the
definition of gig workers was about 8.2%. As mentioned in Section 4, a small number of potential
gig workers with gross T2125 incomes over $30,000 is likely missing, so the actual share of gig
workers was somewhat higher than 8.2%.%° The study computed the net total annual gig income
for each gig worker in 2016 and estimated the density of gig income using a kernel density
estimator (Figure 2). The median line corresponds with $4,303—a very small amount. For many
gig workers, the net total gig income was negative. Among gig workers, 48.6% had no wage-
earning job and reported no employment income, while 36.3% had one wage job and about 15.1%
had multiple wage jobs. Therefore, gig workers were split almost evenly between those who had

13. The results echo the findings in Yssaad and Ferrao (2019), who estimated shares of self-employment in the
Canadian workforce using the LFS, but considered only the main labour market activity of respondents.

14. The low estimate of unincorporated self-employed workers with employees in administrative data is consistent with
other studies based on Canadian administrative data, such as the study by Green et al. (2016).

15. Even if all sole proprietors with gross T2125 income over $30,000 were counted as gig workers, the share of gig
workers would not exceed 10.3%.
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no other earnings except for their gig earnings and those who supplemented their wages and
salaries with the earnings from their gig activities.

For some idea about the relative importance of gig work among those identified as gig workers,
the share of earnings derived from gig work among the total earnings for each individual and
various percentiles of the resulting distribution were computed. The computations show that the
median share of gig income in total earnings was 76%, meaning that for about half of all gig
workers, gig earnings represented more than three-quarters of their total annual earnings.
However, the median share of gig income in the total annual income from all sources was much
smaller (22%). For more than one-quarter of all gig workers, their gig earnings represented all of
their earnings and more than 89% of their total income.

5.2 Self-employment and gig work trends from 2005 to 2016

Much of the recent U.S. literature on gig work is motivated by an apparent divergence of self-
employment trends in survey and administrative data. For example, Katz and Krueger (2019)
used the Current Population Survey to show that although the share of unincorporated self-
employed workers declined from close to 9% in 1980 to just over 6% in 2017, the share of those
who filed Schedule C (for reporting profit or loss from business in the United States) increased
from around 9% to over 16% during the same period—and the divergence trend is likely to
continue. Studies in the United States have speculated that the diverging self-employment trends
in survey and administrative data may be partially attributable to gig economy growth that is not
fully captured by traditional survey-based measures of self-employment.

Chart 1 shows estimated self-employment trends in Canada from 2005 to 2016, based on LFS
and CEEDD data. Despite some evidence of the divergence between self-employment rates in
the Canadian survey and administrative data from 2005 to 2016, the divergence trend appears
less pronounced compared with a similar trend in the United States. As in the United States,
administrative data identify a larger number of workers as self-employed than survey data since
administrative data capture any self-employment activities—including occasional ones that may
be ignored by survey respondents. Although the prevalence of unincorporated self-employment
seems generally higher in Canada than in the United States, survey data indicate a small but
comparable decline in the share of unincorporated self-employed workers between 2005 and
2016 in both countries.

The overall self-employment trend in the LFS was fairly stable, rising slightly from 16.9% in 2005
to 17.5% in 2009, then falling to 16.6% in 2016. The rate of unincorporated self-employment
followed a similar path, but declined by a somewhat larger margin, from 10.4% in 2005 to 9.5%
in 2016. However, the share of incorporated self-employed workers increased during the same
period, from 6.5% in 2005 to 7.1% in 2016. This resulted in a smaller overall decline in the share
of self-employed workers. In contrast, the overall share of self-employed workers based on the
CEEDD data steadily increased from 20.7% in 2005 to 22.3% in 2016 despite a slight decline in
the share of unincorporated self-employed workers from 14.9% to 14.6% over the same period.
The increase in overall shares mainly reflected the increase in the share of incorporated self-
employed workers, from 7.7% in 2005 to 9.5% in 2016. Chart 1 also shows that the decline in the
share of unincorporated self-employed workers from 2005 to 2016 was mostly because of the
decline in the number of people who reported income from fishing and farming since the share of
unincorporated self-employed workers with T2125 income remained very stable, rising slightly
from 12.7% in 2005 to 12.9% in 2016. This result appears in sharp contrast to U.S. findings that
show a substantial increase in the share of people who filed a Schedule C in U.S. administrative
data (Katz and Krueger 2019). However, despite the overall stability of unincorporated self-
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employment rates in Canada, the share of gig workers among all workers in Canada rose from
5.5% in 2005 to about 8.2% in 2016.1°

A closer inspection of the gig worker trend reveals two sharp increases between 2005 and 2016
(Chart 2). The first increase corresponds with the 2008/2009 recession, and it was somewhat
sharper for men than for women. The timing of the increase suggests that the growth in the share
of gig workers during those years can be largely attributed to push factors such as declining
employment prospects. While the share of female gig workers continued to increase immediately
after the recession (from 2009 to 2012), the share of male gig workers slightly declined during
that period. The second sharp increase was observed around 2012/2013, but the reason why is
less intuitive and may be related to the proliferation of online platforms in Canada that started
around that time.*” After 2012, growth in the share of gig workers was higher for women than for
men.

The key feature of Chart 2 is that, in all years, the share of gig workers was substantially higher
among women than among men—and this gap widened over time. In 2016, the share of female
gig workers was about 9.1%, while the share of male gig workers was about 7.2%.8 This result
likely reflects the importance of flexible work arrangements for women trying to balance family
and work (Jeon and Ostrovsky 2019). Compared with men, women’s participation in the gig
economy was less affected by the 2008/2009 recession, suggesting that women’s decisions to
do gig work may be less influenced by push factors (inability to find traditional employment) and
more influenced by pull factors, such as work flexibility and the opportunity to “be your own boss.”

An important question often asked in debates about the gig economy is whether gig workers have
more stable main jobs and do gig work primarily as a secondary activity to supplement their
income or to explore self-employment opportunities, or whether gig work is the main activity and
gig workers do not generally receive wages or salaries. In Chart 3, the trends in the shares of gig
workers are shown separately for gig workers with and without wages or salaries (T4 slips). The
trends in the left-hand panel (gig workers with no wage or salary earnings) spiked around the
recession in 2008/2009, but remained relatively stable until another spike in 2012/2013. In
contrast, the shares in the right-hand panel (gig workers with wage or salary earnings) increased
virtually linearly from 2006 to 2016, with only minor bumps around 2008/2009. The linear trend
was particularly apparent among female gig workers with wage or salary earnings. The trends in
Chart 3 seem to suggest that although gig work has become more prevalent from 2005 to 2016,
gig workers with no wage earnings responded more strongly to both push factors (recession) and
pull factors (proliferation of online platforms). Overall, however, Chart3 suggests that an
increasing share of workers do gig work in addition to their main wage-earning jobs, but also that
an increasing share of gig workers do not earn any wages or salaries.

Using the event study technique, Koustas (2019) showed that entry into gig work in the United
States is generally preceded by a decline in non-gig income. A similar pattern was found in
Canada. Chart 4 shows that T4 earnings dropped dramatically in the year an individual entered
gig work (year 0), and that this drop in the T4 earnings was larger for men than for women. The
T4 earnings partially recovered in subsequent years, while the gig earnings steadily declined.
Chart 4 also shows that employment insurance (El) benefits rose before the entry into gig wor