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Overview

▶ Most US workers are employees of firms, but a significant share work for firms as
self-employed freelancers/independent contractors
▶ Important trade-offs: self-employed contractors not covered by most labor laws (e.g.

minimum wage, unemployment insurance)
▶ Over 10% of US workforce (>1/2 are side jobs); Both high-end professionals and

low-end jobs like warehouse, truckers, cleaners (Collins et al. 2019; Garin et al 2021)

▶ Increased policy scrutiny in recent years (AB5 in CA, Biden DOL guidelines)

▶ Q: Why do workers enter gig arrangements?

1. Positive view: Some workers value being own boss and flexibility of “gig” work
▶ Despite challenges of self-employment, these perks are hard to find in other jobs

2. Negative view: Firms hire workers as freelancers to cut costs, lower
compensation in ways workers may not be fully aware of
▶ Many costs are shifted to worker: 1/2 of payroll tax, many expenses, firms don’t

pay UI taxes/ workers’ comp... and workers not covered by these
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This Project

We conduct a survey experiment to study how workers perceive the trade-offs
of freelancing

▶ How do workers perceive their current work arrangements?

▶ How do amenities differ across work arrangements?

▶ How much do freelance workers make on net?

▶ Are workers aware of the differences in the expense and tax burdens on
freelancers? (related: Chetty Looney Kroft 2009, Pires 2023)

▶ How sensitive are reported earnings to question framing? (related: Abraham, Hershbein,

Houseman, Truesdale 2024)
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Roadmap

1. Survey Design

2. Findings
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Survey Overview

▶ Our survey was launched as a follow-on to 2024 wave of NORC EPOP
▶ Invite 5,707 of the 9,568 EPOP respondents from Amerispeak probability sample

who are currently working or looking for work (excluding employers)
▶ Got 3,830 responses, 2,895 in final survey sample dropping pilot and low-attention

responses
▶ Composition of final sample similar to invited sample More

▶ Survey Design

1. Supplement EPOP questions with additional questions about work arrangements
and amenities in current main job, standardized for all respondents

2. Ask detailed questions about work-related expenses in current job
3. Elicit expected (hypothetical) net earnings in freelance vs. traditional arrangements
4. Discrete choice experiment to elicit valuations (examine in other work) More

▶ We randomly altered the information environment for 3 and 4
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Experimental Design: Randomized Treatment Arms

▶ CONTROL: No information, hypothetical questions not asked (holdout for
DCE)
▶ Detailed expense module asked at end

▶ INFO1: Give basic information about W2 employment versus 1099
freelancing before hypothetical expense questions, no quantitative
information
▶ Detailed expense module asked at end

▶ INFO2: Provide detailed information including customized estimates of
expense and tax burden in each hypothetical arrangement
▶ Detailed expense module asked before hypothetical expense questions, used to

calculate personalized estimates
▶ Also provide example costs for each detailed item
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Basic Survey Flow

Treat 1

Control

Treat 2

Intake 
Questions

Randomization

Questions on 
hours, amenities

Tax/ 
Expenses 

Priming

DCE Expenses 
Survey

DCE Expenses 
Survey

Expenses 
Survey + 
info treat

DCE

In Treat 2, the expenses 
survey is used to provide 
the individual a 
calculation of estimated 
taxes/expenses
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Follow-Up Expense Questions

INFO2 group gets this before hypothetical expense Qs, all other groups at end
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Follow-Up Expense Questions

Only INFO2 group gets text in red box
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Basic Information (INFO1 and INFO2)

Both INFO1 and INFO2 see this and take comprehension quiz More
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INFO1 : Collect Baseline Net/Gross Expectations

INFO1 is then asked to estimate net earnings for W2 and 1099 with same gross pay:
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INFO2 Version with Additional Information

INFO2 sees additional information based on answers to the expenses questions:
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Roadmap

1. Survey Design

2. Findings
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Identifying Freelancers: Alternative Methods

Infer freelance status in main job several alternative ways
1. Use EPOP identifiers: In last week, is either main job...

▶ Employee 84.2%
▶ Business owner 4.8%
▶ Other Freelance/Self-emp 10.9%

2. Ask if main job withholds taxes (per Abraham et al 2024)
▶ Employer takes taxes out of pay 81.2%
▶ Pay all taxes myself 18.18%

3. Ask if receive W2 or 1099 from main job
▶ W2 83.8%
▶ 1099 12.5%
▶ No info reporting 3.7%

(Note: percentages are among non-missing values)
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Do People Answer Consistently?

Columns sum to 100 percent
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Do People Answer Consistently?

Some people who self-identify as employees have no withholding...
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Do People Answer Consistently?

...but goes both ways
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Do People Answer Consistently?

...but goes both ways
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Differences in Pay and Amenities

Big differences in annual gross pay
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Differences in Pay and Amenities

Some explained by lower hours among freelancers
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Differences in Pay and Amenities

Freelancers have more control/flexibility, less stability
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Who Covers What Expenses?

Workers with withholding in main job
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Who Covers What Expenses?

Workers with no withholding
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How Much Do Totaled Expense Items Cost?

▶ Employed workers (withholding) say they spend 3% of gross pay on out of
pocket expenses and estimate employer-provided items would cost an extra 5-8%
of gross pay
▶ Employee ut of pocket is mostly car, home office Details

▶ Self-employed workers (no withholding) say they spend 7-9% of gross pay on
out of pocket expenses and estimate client-provided items would cost an extra
3-6% of gross pay

▶ All together, providing sample expense costs did not significant shift totals of
reported values Estimates

▶ We find some evidence of a negative effect on estimated cost of firm-provided items
▶ No evidence of change in cost of out of pocket items
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How Salient are Differences in Take-Home Pay?

▶ A traditional job and a freelance job with the same posted gross pay may lead to
different net earnings
▶ Unreimbursed expenses
▶ Different tax treatments (SECA tax, QBI deduction)

▶ We ask respondents in treatment arms 1 and 2: for hypothetical traditional and
freelance jobs with your actual weekly gross earnings, what do you expect your
take-home pay after taxes and unreimbursed expenses to be?

▶ Treatment arms vary information given before question
▶ INFO1: Asked before any information provided or expense questions asked
▶ INFO2: Asked after expense worksheet and information, including expected expense

and tax burden based on ansers
▶ (Control group not asked, avoid priming before DCE)
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Beliefs About Net Pay as Share of Gross Pay

Beliefs about net as % of gross if hired as traditional W2 employee

No Info Mean = .845
Info Mean = .844

Effect: -.001 (.011)
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Beliefs About Net Pay as Share of Gross Pay

Beliefs about net as % of gross if hired as 1099 freelancer

No Info Mean = .886
Info Mean = .725

Effect: -.161 (.014)

0

.1

.2

.3

Fr
ac

tio
n

0 .5 1 1.5
Net Earnings as Percent of Gross if Job is Freelance

No Detailed Info Detailed Info Treatment

16 / 18



Beliefs About Net Pay as Share of Gross Pay

Log(Freelance Net Pay) - Log(Employee Net Pay) for Same Gross Pay

No Info Mean = .042Info Mean = -.134

Effect: -.176 (.012)
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Beliefs About Net Pay as Share of Gross Pay

Beliefs held by current employees about 1099 versus W2...

No Info Mean = .045Info Mean = -.128

Effect: -.173 (.012)
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Beliefs About Net Pay as Share of Gross Pay

...are the same as beliefs held by current freelancers!

No Info Mean = .022Info Mean = -.163
Effect: -.184 (.035)

0

.05

.1

.15

.2

.25

Fr
ac

tio
n

-1 -.5 0 .5
Log Difference

Net Weekly Earnings as 1099 Contractor v Employee (Self-Reported)

No Detailed Info Detailed Info Treatment

16 / 18



Takeaways

Key findings:
▶ Freelance (SE) workers make less per hour than employees have greater control of

when, where, and how they work

▶ SE workers spend an additional 5 to 8 percentage points of gross pay covering
unreimbursed expenses

▶ Without giving information, people expect IC arrangements to yield higher net
income, reverses with information
▶ Not mitigated by experience—same effect regardless of current work arrangement
▶ Not explained by differences in detailed expense items across groups more

▶ INFO2 not just parroting back our estimates more

Implications:
▶ Workers may not fully anticipate tax and expense burdens of freelance work
▶ Initial DCE results suggest WTP for traditional employment doubles when given

information Baseline Effects
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Thanks!
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Appendix Slides
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Inattention

Inattention important correction in Mas and Pallais (2017)
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Information Treatment (Both Treatment Arms)

Both treatment arms (but not control) must then take, and pass, a quiz: Back
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Sample Composition back

EPOP Characteristics Invited Final Sample Invited Final Sample
(1) (2) (3) (4)

Main job is…
    … Self-employment 0.177 0.160 0.177 0.158
        …Owns business 0.060 0.052 0.057 0.048
        …Freelancer 0.117 0.108 0.120 0.109
Has second job 0.208 0.209 0.218 0.212
Married 0.519 0.527 0.511 0.516

Race
    White 0.673 0.677 0.599 0.568
    Nonwhite 0.327 0.323 0.401 0.432

Education
    HS or less 0.147 0.124 0.324 0.301
    Some college 0.292 0.279 0.296 0.280
    College graduate 0.346 0.363 0.220 0.247
    Graduate degree 0.180 0.201 0.114 0.129

Age 
    Under 30 0.137 0.141 0.240 0.252
    30–44 0.381 0.408 0.318 0.337
    45–64 0.369 0.359 0.351 0.343
    65+ 0.114 0.092 0.092 0.068

Household income
    Under $50k 0.256 0.227 0.302 0.276
    $50k–$100k 0.319 0.313 0.287 0.282
    $100k–$200k 0.326 0.347 0.313 0.335
    $200k+ 0.099 0.113 0.098 0.106

Total N 5707 2895 5707 2895

Using Sampling WeightsUnweighted
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Discrete Choice Experiment: Three Arms back

DCE differs slightly across treatment arms: Control
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Discrete Choice Experiment: Three Arms back

DCE differs slightly across treatment arms: Treatment 1
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Discrete Choice Experiment: Three Arms back

DCE differs slightly across treatment arms: Treatment 2
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Totaled Expenses back

Auto Travel Computer Mobile Internet Software Hardware Supplies Licenses Insurance Office
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)

Item Paid Out of Pocket
Mean, CONTROL and INFO1 1650 1415 592 717 668 632 261 438 295 505 957
Mean,  INFO2 2495 1561 609 510 491 430 282 295 256 773 674
Difference 845 147 16 -208 -177 -202 21 -143 -39 268 -283
    (SE) (328) (687) (145) (128) (152) (178) (74) (115) (51) (163) (263)

Item Provided by Firm/Client
Mean, CONTROL and INFO1 3789 3213 1098 1236 722 1235 557 1069 717 2055 4214
Mean,  INFO2 5819 4401 678 412 341 570 344 497 432 1052 1393
Difference 2029 1188 -421 -824 -381 -664 -213 -572 -285 -1003 -2821
    (SE) (1745) (720) (77) (181) (203) (140) (109) (187) (110) (409) (1101)

Estimated Expense Amount ($) if Greater than Zero
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Totaled Expenses back

Full Sample Yes No
(1) (2) (3)

Total Job Expenses 
Mean, CONTROL and INFO1 0.110 0.096 0.175
Mean,  INFO2 0.098 0.093 0.115
Difference -0.012 -0.003 -0.060
    (SE) (0.016) (0.018) (0.046)

Expenses Paid Out of Pocket
Mean, CONTROL and INFO1 0.025 0.011 0.092
Mean,  INFO2 0.032 0.022 0.071
Difference 0.008 0.012 -0.021
    (SE) (0.006) (0.004) (0.027)

Items Provided by Firm/Client
Mean, CONTROL and INFO1 0.076 0.079 0.061
Mean,  INFO2 0.054 0.061 0.028
Difference -0.021 -0.018 -0.034
    (SE) (0.011) (0.013) (0.021)

Main Job: Employer Withholds Taxes
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Inattention

Important in Mas and Pallais (2017) but trivial in Maestas et. al (2018)
In our setting, 97% choose correctly.

Back
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Inattention

Inattention important correction in Mas and Pallais (2017)
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Preliminary BACE Estimates

Mean WTP for:

Traditional Employment

Option to Work Remotely

Flexible Schedule

Autonomy/Control

High Job Security
.1 .15 .2 .25 .3

WTP as % of earnings

 Current Main Job: Witholds Taxes (Employment) No Withholding (Self-Emp)

▶ BACE estimates
follow similar
qualitative pattern

▶ All WTPs shifted up
by approx .15

▶ Still diagnosing!

Back
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Group Differences Not Driven By Differences in Expense Totals back

Calculated net as % of gross, workers with withholding in main job

No Info Mean = .846
Info Mean = .846
Effect: 0 (.003)
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Group Differences Not Driven By Differences in Expense Totals back

Calculated net as % of gross, workers with no withholding

No Info Mean = .752
Info Mean = .745

Effect: -.005 (.005)
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INFO2 Not Just Plugging in Our Estimates back

Difference, Reported Net/Gross - Predicted Net/Gross withholding in main job

No Info Mean = .001
Info Mean = -.002
Effect: -.003 (.011)

No Info Share w/ Close Answer: .317
Info Share w/ Close Answer: .496
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INFO2 Not Just Plugging in Our Estimates back

Difference, Reported Net/Gross - Predicted Net/Gross no withholding

No Info Mean = .136
Info Mean = -.014
Effect: -.151 (.014)

No Info Share w/ Close Answer: .158
Info Share w/ Close Answer: .344
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Valuations (de-biased) of Employee v Other Amenities, Current Employee

Valuations very different for self-employed. Negative valuation of employee status!
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Valuations (de-biased) of Employee v Other Amenities, by Current SE

Valuations very different for self-employed. Negative valuation of employee status!
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Valuations of Employee v Other Amenities

Employee contract valued at about 5% of earnings in control group
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Valuations of Employee v Other Amenities: By Treatment

Treatment doubles valuation of employee. No effect on other amenity valuations.

T1 Effect: .045 (.012) T2 Effect: .049 (.013)
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