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a signifigant shift in the
american workforce is underway.

Climbing the corporate ladder is no longer the American dream. Over the last
few years a significant mindset shift has taken place, and with it has emerged a
workforce which values flexibility over stability.

Today tens of millions of American employees say it's likely they’ll become self-
employed within the next couple of years. The way they work will affect everything
from government policy (tax regulations and healthcare) to private institutions
(banking and education), yet little is known about them.

In recent years, conversations about the American workforce have largely centered
around the emergence of “Gig Economy Workers” — individuals who use online
platforms to find temporary work. Gig economy workers command an immense
amount of attention yet they only make up a tiny fraction of the U.S. workforce,
comprising a mere 0.5% of U.S. workers.* In the meantime, a much more profound
shift in the American workforce has been quietly underway.

FreshBooks second annual Self-Employment Report finds that one of the most
dramatic workforce shifts in American history could happen in as little as two
years — with potentially 27 million Americans leaving traditional work in favor of
self-employment by 2020. This shift would triple the current population of full-time
self-employed professionals bringing the total number of workers to 42 million.

Although self-employed professionals and gig economy workers are profoundly
different, historically they’ve been categorized as a single entity, making it
difficult to get a feel for the size and power of either group. That’s why The Self-
Employment Report chose to focus specifically on self-employed professionals
whose primary income is from independent client based work. As the American
workforce undergoes the transformation from 9-5 to full time self-employment,
everything from how lawmakers approach policy to how employers hire and retain
talent will be impacted.

The Self-Employment Report has defined the millions of Americans leaving
traditional work for self-employment as next wave independent workers. They'll
join an existing workforce of 15 million self-employed professionals who live and
work in a world not yet designed for them. From tax regulations to retirement, favor
tends to traditional employees over self-employed professionals.

1The Rise and Nature of Alternative Work Arrangements in the United States, 2016,
https://krueger.princeton.edu/sites/default/files/akrueger/files/katz_krueger_cws_-_march_29_20165.pdf
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in the american workforce. ethnically diverse. Notably however, the
majority of the self-employed workforce will
continue to be male. SELF-EMPLOYED WORKFORCE

WILL BE MILLENNIALS

With the next significant shift in America’s workforce set to take place in as little
as two years, the Self-Employment Report analyzes who is leaving traditional
employment, their motivations for doing so, how they’re preparing to work for
themselves and what they’re expecting from self-employment.

How next wave independent workers
are preparing for self-employment:

58%| 52% | 45%

More than half of next wave independent N REACHNG
27 million Americans are poised to workers prepare for self-employment by POTENTIAL
abandon traditional work for full time The numlc;er 0; saving money or paying down debt and criTE
self-employment in the next two years seliFsee ' i
ploy years, professionals in learning new skills. Men and women are 42% 36% 26%
nearly tripling the current population of T 1 I — preparing for self-employment differently:
independent workers. increase by OVER THE NEXT women focus on developing skills and A HEE " PEneoaLERAND | INEERSGH
seeking professional advice, whereas FNTHEPRENEURS ONHNE OFt ONHNE
men reach out to prospective customers.
o o
26% | 6%
LINING UP NONE OF
POTENTIAL THE ABOVE
INVESTORS OR
PARTNERS
Why traditional employees are choosing %
) ) ) to become self-employed:
Like today’s self-employed professionals, A
next wave independent workers are * C[J
strongly motivated by the desire for control 43 % 4 3% 3 3 % - ’
over their careers. They’'re also highly d
i CONTROL OVER CAREER FINANCIAL
motivated by the need for career change. THEIR CAREER CHANGE REASONS
1 in 5 next wave independent workers plan *
on completely switching their careers once 32(y 15(y -
self-employed. 0 0 ]
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Next wave independent workers expect
to work harder, earn more money and
have more career certainty in self-
employment compared to traditional
employment. Based on the experiences
of self-employed professionals, some of
these expectations will be more difficult
to realize than others.

Once self-employed, In reality, current
next wave independent self-employed
workers expect to... professionals say they...
WORK HARDER 74% 59%
MAKE MORE MONEY 67% 54%
HAVE LESS STRESS 43% 49%
HAVE MORE
WORK/LIFE 66% 68%
BALANCE
HAVE MORE
CAREER 58% 47%
CERTAINTY
HAVE
BETTER 62% 55%

HEALTH




self employment: satisfying
but not without challenges

Living and working in a world which favors the traditional employee results
in significant challenges for the 15 million Americans who are currently self-
employed. Despite these challenges, they're more satisfied than traditional
employees and not inclined to return to full-time employment.

I make the most out of the data
my small business generates:

Very few self-employed professionals io (1) 40 o/
(10%) take full advantage of new A) /0
technologies and client data to help STRONGLY AGREE
drive business success. Construction, AGREE

tradespeople and legal professionals

are the least likely to take advantage of 0 0
client data. 30%|17%

UNDECIDED DISAGREE

The percentage of self-employed professionals
who will work through retirement by choice:
continue to work instead of retiring.

B e 45%| 47% | 61%

expectations of retirement at 65. MIILLENIZES GENDX EABNIEODMERS

The vast majority (97%) of current self-

employed profe§5_|onealls halz/e no desire OF SELF-EMPLOYED
to return to traditional work and most PROFESSIONALS

Nearly 60% of self-employed
professionals aged 50-65 want to

(70%) are actively working to grow their
business.

DON'T PLAN ON RETURNING
TO TRADITIONAL WORK

Self-employed professionals say the
most significant challenges to running
a successful business are finding
talented staff or contractors, finding
new customers, and finding money to
reinvest.

In the past year, there’s been a
significant decline in the number of
self-employed professionals who agree
the federal government represents their
business needs well (from 17% to 9%).
25% would change political affiliations
to support a party that better supports
small business.

What do you find most challenging
about running a business?

27% | 23% | 22%
FINDING ACQUIRING NEW FINDING MONEY

TALENTED STAFF CUSTOMERS TO REINVEST
OR CONTRACTORS

16% |15% | 17%

SETTING PRICES MANAGING TIME HAVING CASH
OR RATES EFFICTIVELY ON HAND
‘JUST RIGHT’ TO PAY BILLS

12%

KEEPING COSTS
DOWN

Self-Employed professionals
who feel federal government
represents their business needs well:

IN 2016 IN 2017

17%| 9%

Self-Employed professionals
who would change political affiliations to
support a party that better supports
small business

IN 2016 IN 2017

20% | 25%




Percent Satisfied
with Career

Self-employed professionals overall
enjoy more career satisfaction than
those with traditional jobs (71% vs.
61%). This satisfaction gap grows with
age as the majority of self-employed
professionals realize one or more of the
following: more work life balance, better
health, higher incomes.

90%
80%
70%
60%
50%
40%
30%
20%
10%

CAREER SATISFACTION BY AGE

18-24 25-29 30-34 35-39 40-44 45-49 50-54 55-60 61-65 65+

Age

[ ]
Traditional Self-Employed




participant profile

GENDER

AGE

ETHNICITY

EDUCATION

INCOME

(Self-Employed
Professionals)

SELF-EMPLOYED
® °
v A

60% | 40%

18% — Millennial |l

33%—Gen X N
49% — Baby Boomer _

10% — Hispanic
11% — Black
7% — Asian

6% — Other

7155 whice |
O
O
0

@ Masters: 23%
@® Bachelors: 65%
@ No College: 12%

20% | 21%

LESS THAN $20K $21-50K

32%

MORE THAN $101K

27%

$51-100K

)

NEXT WAVE
INDEPENDENT WORKERS

vV A
64% | 36%

42% — Millennial || EGEGzG
34%—GenX R

24% — Baby Boomer -

9% — Hispanic
17% — Black
10% — Asian

5% — Other

66% —white |
|
L
|

@ Masters: 26%

@® Bachelors: 67%

@® No College: 7%

PROFESSIONS

(Self-Employed Professionals)

@ Creative: 5.2%

® IT:3.2%

@ Consulting: 10.3%
Real Estate: 10.7%

@ Construction/Trades: 19.6%
Health and Wellness: 2.6%

TRADITIONAL

EMPLOYEES
® °
v A

52% | 48%

28% — Millennial | N
39%—Genx NN
33% — Baby Boomer -

80% —white |

6% — Hispanic [
7% —Black [}
7% — Asian
3% — Other |

@ Masters: 23%
@® Bachelcrs: 65%
@ No College: 12%

BUSINESS SIZE

(Self-Employed Professionals)

Retail: 10.9%

Leeal A 62% — No Staff | NI
Accounting, Finance, Insurance: 6.1% 08% —1.5 Employees

10% — 6+ Employees [l

Personal/Household Services: 9.0%
Marketing/Advertising/Media: 1.7%
Other: 16.4%



about the study

While the modern workforce continues to rapidly change, one thing remains
certain: Self-employment is here to stay. With millions of Americans already
working for themselves and tens of millions set to join them over the next five
years it’s apparent America is undergoing a fundamental shift in the way it works.

However, this massive workforce is fragmented by nature, making it difficult
to capture its absolute size and collective views. This results in self-employed
professionals being consistently under-represented and leads to systems and
policies that strongly favor traditional workers.

Since its founding in 2003, FreshBooks has been on a mission to reshape the
world to suit the needs of self-employed professionals. In order to achieve this
mission it's imperative we continue to evolve our understanding of America’s self-
employed workforce.

As a research team within FreshBooks, FreshBooks Data & Insights aims to
provide customers, partners, policy makers and journalists with timely and
relevant data on the self-employed workforce. The Self-Employment Report is the
first in a series of research reports FreshBooks will be releasing in 2018 on the
self-employed workforce.

about FreshBoocks

FreshBooks is the #1 accounting and invoicing software in the cloud designed
exclusively for self-employed professionals and their teams. The company

has helped more than 10 million people worldwide process billions of dollars
with its ridiculously easy-to-use invoicing, time tracking, online payments and
expense management features. Recognized with eight Stevie awards for best
customer service in the world, the company’s mantra is to “execute extraordinary
experiences everyday.” Based in Toronto, Canada, FreshBooks serves paying
customers in 160 countries.

www.FreshBooks.com

I methodology

This study was conducted by FreshBooks in collaboration with Research Now.
More than 2,700 people who work full time - either as traditional employees,
independent professionals, or small business owners - were surveyed online

in November of 2017. Samples have been weighted (as required) to reflect
various characteristics of their target populations (e.g., age, gender and industry)
leveraging data from the U.S. Census, U.S. Small Business Administration, the
NAICS Association and other sources. The study’s margin of error is +/- 2.3% at
95% confidence.

report authors

Carly Moulton and Dave Cosgrave

To request more information, please contact research@freshbooks.com

about Speers Creative

This report was proudly designed by Speers Creative, a branding and design
agency lead by Josh Speers. Just like thousands of other small businesses, Speers
creative uses FreshBooks on a daily basis.
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