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The gig economy Achieving financial 
wellness with confidence.

Continued

The gig economy in the 
United States is growing 
at a phenomenal rate 
that shows no signs of 
slowing down.

Over time, the labor market has shifted from one characterized by stable or permanent 
employment to a “gig economy” of temporary or contracted employment, where an 
on-demand, freelance or contingent workforce is becoming the norm. “A gig” can be 
defined as “any job, especially one of short or uncertain duration.”1 

This type of staffing model allows an organization to fill skills gaps by hiring on a 
temporary, on-demand basis. This talent base includes external expertise with highly 
specialized skillsets that are tapped to drive critical enterprise projects and initiatives.2

Depending on the industry, these temporary employees may be called contingent 
workers, virtual or remote workers, independent contractors, consultants, or freelance 
workers. Regardless of the title, this workforce includes highly skilled specialists and 
consultants from every industry, and large corporations are increasingly hiring them to 
supplement their permanent staff. The gig economy in the United States is growing at 
a phenomenal rate that shows no signs of slowing down.3 

Freelancers often rely on websites and apps like Handy, LinkedIn and TaskRabbit to 
connect them with paying jobs.4 The flexibility and choice about when, where and 
how to work may give them greater job satisfaction, while their employers benefit 
by accessing a rich pool of talent, skills and experience without having to hire 
permanently.5 

A survey was commissioned by BMO Wealth Management to learn more about the 
gig economy and the views of its workforce on employment and related challenges.6  
It reveals that boomers, millennials and generation-Xers have distinct outlooks and 
reasons for working in the gig economy. The report suggests some ways that this 
flexible workforce can achieve financial wellness with confidence.

For the purposes of the survey, highly skilled professionals who chose to freelance or 
pursue project-based careers independently were considered to be participating in the 
gig economy. Of respondents who were self-employed, about 40% felt they were part 
of the gig economy, now or in the past.

The survey asked respondents of their reasons for becoming self-employed. Voluntarily 
making the choice was the most popular reason (cited by 60% of respondents), 
followed by needing a new challenge or change (42%), and to find purpose after a 
previous business venture (15%). More men than women (48% vs. 36%) needed a 
new challenge, and more millennials voluntarily made the choice (65%) compared to 
generation-Xers (57%) and boomers (59%). 

Another interesting (but perhaps predictable) result from this survey question was that 
more boomers felt they needed to supplement their retirement income (23%) than did 
generation-Xers (13%) or millennials (6%).
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Voluntarily 
choosing to be 
self-employed 

is the most 
popular reason.

Top reasons for being self-employed, by generation7
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Source: BMO Wealth Management survey by ValidateIt Technologies Inc., December 2017.6
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The gig economy is a growing trend in employment
Technology has changed just about every facet of our economy and society - how we travel, how 
we bank and how we communicate with each other. But perhaps no part of the economy has 
been as fundamentally transformed as the nation’s workforce.

According to a “2015 Freelancing in America” survey, 34% of the total U.S. workforce was made 
up of freelancers – nearly 54 million workers.8 There has been a significant rise in the incidence of 
alternative work arrangements in the U.S. economy from 2005 to 2015. The percentage of workers 
engaged in the gig economy rose from 10.1% in February 2005 to 15.8% in late 2015.3

According to a report2 from one of the largest temp agencies in the United States, organizations 
are hiring a broad variety of “agile workers” who already consist of 30% of their workforce, and 
nearly 2 in 5 (39%) of permanent workers say they are likely to consider shifting to “agile work” 
in the next two to three years. That means by 2019, “agile workers” could make up as much as 
50% of the workforce. Employers estimate almost a quarter (22%) of their workforce is working 
virtually or remotely, and companies expect this to increase to 33% by 2025. Sixty-eight percent 
of the companies surveyed in the report foresee an increasing move to an “agile workforce” in the 
next few years.

Those employed in the gig economy represent a diverse age range in the United States. In 2016, 
almost a quarter of “independent workers” (23%) were comprised of those under the age of 25, 
and 8% represented those who were 65 or older.4 About one-third or 27.6 million out of 85 million 
U.S. households have at least one partner employed part- or full-time in the gig economy.9

The global financial crisis and jobs
Ever since the global financial and economic crisis in 2008, independent work has become more 
common. The unemployment rate in the United States has remained above pre-crisis levels for 
the last decade, and the crash has played an influential role in the labor market and employment 
opportunities for Americans. In 2007, the unemployment rate in the U.S. for those aged 16 or older 
was 4.6%, and peaked as high as 9.6% in 2010, and was 4.4% in 2017.10

Sixty-eight per 
cent of the 
companies 

surveyed foresee 
an increasing 

move to an 
“agile workforce” 

in the next few 
years.
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While the employment statuses of Americans of all ages had been affected by the crisis, it is 
our younger workers that have been hit hardest. Unemployment among young adults (age 
16-24) was nearly double the national rate during the period of 2000-2017. And those between 
ages 25-44 experienced higher unemployment rates compared to those 45 years and over.11

Unemployment 
among young 

adults (age 
16–24) was 

nearly double 
the national 
rate during 

the period of 
2000–2017.

Unemployment rate (%) by age groups in the United States from 2000 to 2017

Age  
group 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

16 years 
and over

4.0 4.7 5.8 6.0 5.5 5.1 4.6 4.6 5.8 9.3 9.6 8.9 8.1 7.4 6.2 5.3 4.9 4.4

16 to 24 
years

9.3 10.6 12.0 12.4 11.8 11.3 10.5 10.5 12.8 17.6 18.4 17.3 16.2 15.5 13.4 11.6 10.4 9.2

25 to 29 
years

4.1 4.9 6.4 6.6 6.1 5.8 5.1 5.2 6.5 10.6 10.9 10.3 8.9 8.1 7.2 6.0 5.6 4.9

30 to 34 
years

3.3 4.3 5.4 5.5 5.0 4.5 4.2 4.1 5.2 9.0 9.2 8.6 7.6 6.7 5.9 4.9 4.5 4.2

35 to 44 
years

3.0 3.6 4.6 4.9 4.4 3.9 3.6 3.4 4.6 7.9 8.1 7.3 6.6 5.9 4.7 4.1 3.8 3.5

45 years 
and over

2.5 3.1 4.0 4.1 3.8 3.4 3.0 3.2 4.0 6.9 7.4 6.8 6.1 5.5 4.4 3.7 3.6 3.2

How are the different generations affected?
While workers of all ages participate in the gig economy, many find that this new labor market 
is a specific choice. Of the 85 million households in the United States, all but 5.9 million say they 
are employed by choice.9 Compared to older age groups, more of the younger age groups (ages 
21 to 39) would prefer full-time employment, but only 30% would prefer working full-time. For 
gig economy workers in their 40s, 50s, and early 60s, satisfaction rates are high. 

The BMO Wealth Management survey helps to show why boomers, millennials and generation-
Xers have embraced the gig economy. The top four reasons cited were to make extra money on 
the side (55%), balancing career and family needs (48%), having autonomy and control (48%), 
and because it was the only way to make an income (22%).

Source: Statista.com11
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The top 
reasons for 

working in the 
gig economy 

include making 
extra money 
on the side, 

balance, and 
autonomy over 

career.

Top reasons for working in the gig economy, by generation7
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Source: BMO Wealth Management survey by ValidateIt Technologies Inc., December 2017.6

A closer look shows that baby boomers were more likely than the other groups to work in 
the gig economy because it was the only way to earn a living or income (34%), perhaps to 
supplement retirement income. Millennials were more inclined to work in the gig economy to 
make extra money on the side (58%), and to work this way until they found a better job (23%). 
Generation-Xers valued balancing career and family needs more than the other groups (55%), 
perhaps because they are at the stage in life where it is common to be raising a family while 
supporting aging parents.
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Not having 
employer 

benefits is the 
biggest financial 

downside of 
working in the 

gig economy.

While enticing and lucrative, the gig economy  
has its challenges
For whatever reason workers choose to join the gig economy, being a gig worker can present 
financial downsides. When asked in the survey about their three biggest challenges, having 
no benefits (such as medical, dental or disability) was the biggest challenge (cited by 69% of 
respondents), followed by not getting paid when sick (48%) and not earning enough (43%).

Biggest financial downsides or challenges of working in the gig economy, by generation7
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Generational differences emerged with respect to the challenges of working in the gig economy. 
Boomers were more likely to be concerned about the lack of benefits (77%), which may reflect 
the increasing risk of disability or illness as one ages. Millennials (53%) and generation-Xers 
(47%) were more likely than boomers (37%) to be concerned about not getting paid if they were 
sick. At their stage in life they may find themselves trying to manage multiple financial priorities, 
whereas boomers have had longer working careers and therefore more time to accumulate 
assets that they can fall back on if needed.

Overcoming challenges to find financial freedom  
and confidence
There’s no denying that there are benefits to working in the gig economy: you have the choice 
and flexibility of choosing when, where and what kind of work you do. But along with these 
benefits are the drawbacks of fluctuating income, lack of unemployment insurance or health and 
medical benefits and ineligibility for employer retirement plans. This makes it hard to budget, 
manage debt or save for long-term goals like retirement (in other words, it makes it harder to 
achieve financial wellness) with a sense of freedom and confidence.

Boomers, generation-Xers, and millennials are all working in the gig economy for different 
reasons. At whatever life stage they find themselves, every individual will require a unique 
approach to their financial situation. Here are some general tips to help you accomplish financial 
wellness:

•	Make a business plan
	 Business plans and financial plans have very different focuses, but for the gig worker it is very 

important that the two plans work together. At its most basic, a business plan documents what 
you will do to make money, something that is often overlooked by the self-employed.12 A valid 
business plan will outline your expertise, services, products, clientele, marketing plan, fees, 
location, hours and expenses. Addressing these will help you manage some of the challenges 
of gig work, and also work in tandem with your financial plan to achieve goals that are 
important to you and your family. These personal financial goals may include plans for funding 
your retirement or your children’s educational expenses.

•	Have a spending plan (or budget)
	 As a freelancer, business and personal finances will become intertwined. You should try to keep 

these finances separate, and that means budgeting so that the business supports your personal 
finances. A spending plan outlines your expenses – what you are paying out on bills and other 
outgoings each month – and is funded by your income. Consider a minimalist budget that 
requires the least spending and focus on expenses that you can control, such as food, travel 
and entertainment. Managing these expenses may help when income fluctuates from month 
to month.

•	Be organized
	 As a self-employed worker, you must report all your income to the appropriate tax authorities, 

and submit income taxes and self-employment taxes that include both the employer and 
employee portion of Social Security and Medicare Taxes. It pays to be organized, so keep 

Here are  
some tips 

to help you 
accomplish 

financial 
wellness in  

the gig  
economy.
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Your financial 
plan has to 
be flexible, 
and should 

be reassessed 
regularly.

detailed records of your income and expenses. It is advisable to work with a tax professional to 
help you address your income tax situation and reporting requirements.

•	Have an emergency fund
	 Try to allocate liquid funds that can cover three to six months of minimal spending – if an 

unexpected expense occurs, this fund can fulfil a dual role by covering day-to-day expenses 
when work is scarce.

•	Get individual healthcare coverage
	 Having your own private health and medical benefits coverage means you can get the 

treatment you need to take care of your health even when the budget is tight. This means you 
can get back to doing what you like doing in the best of health.

•	Save for other goals
	 It can be difficult to think about the future when focusing on the management of day-to-day 

needs. Payment to retirement accounts like solo 401 (k)s, IRAs, SEP-IRAs and Roth IRAs can be 
automated to develop consistent saving habits, but may need to be adjusted as your monthly 
income fluctuates. Therefore, plan to assess finances and adjust savings plans on a quarterly or 
semi-annual basis.

•	Protect against risks
	 Your greatest asset is your ability to work and earn an income; you won’t have the luxury of an 

employer-provided disability benefit. It’s your responsibility to protect your earning potential 
with a private disability insurance plan. As a self-employed professional who provides services, 
you may also want to consider liability insurance. If you’re a member of a professional 
association, they may offer insurance with a discount or added benefits for members.

•	Pay off debt – and avoid debt if possible
	 It’s easy to incur debt when income is low. If you must take on debt, make sure to include debt 

payments in your budget, and consider creditor insurance should you become unable to meet 
your debt obligations.

•	Have a financial plan
	 In the gig economy, it’s likely that your income will be variable. This means your financial plan 

has to be flexible and should be reassessed regularly. In a good month, you can contribute 
more to savings and your emergency fund. A financial professional can help you monitor and 
assess your spending and saving on a regular basis so you can stay within budget and achieve 
your short- and long-term financial goals.
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Conclusion 
The gig economy is growing and shows no signs of slowing down. Regardless 
of age or the reasons for choosing to work within it, there are both positives 
and negatives. The gig economy offers flexibility, a choice to work within your 
specialization and work-life balance, but working on your own terms may bring 
financial challenges that should be addressed in order to achieve your short- 
and long-term financial goals.

Working with a BMO financial professional can help you achieve financial 
wellness with confidence and secure your financial future.
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BMO Wealth Management provides this publication for informational purposes only and it is not and should not be construed as professional advice to any individual. The information contained in this publication is based on material 
believed to be reliable at the time of publication, but BMO Wealth Management cannot guarantee the information is accurate or complete. Individuals should contact their BMO representative for professional advice regarding their 
personal circumstances and/or financial position. The comments included in this publication are not intended to be a definitive analysis of tax applicability or trust and estates law. The comments are general in nature and professional 
advice regarding an individual’s particular tax position should be obtained in respect of any person’s specific circumstances.
BMO Wealth Management is a brand name that refers to Bank of Montreal and certain of its affiliates for the provision of wealth management products and services. Not all products and services are offered by all legal entities within 
BMO Wealth Management.
BMO Private Banking is part of BMO Wealth Management and is a brand name under which banking services are offered through Bank of Montreal, investment management services are offered through BMO Private Investment 
Counsel Inc., a wholly owned indirect subsidiary of Bank of Montreal, and estate, trust, planning and custodial services are offered through BMO Trust Company, a wholly owned subsidiary of Bank of Montreal.
BMO Nesbitt Burns Inc. provides comprehensive investment services and is a wholly owned subsidiary of Bank of Montreal. If you are already a client of BMO Nesbitt Burns Inc., please contact your Investment Advisor for more 
information. All insurance products and advice are offered through BMO Nesbitt Burns Financial Services Inc. by licensed life insurance agents, and, in Quebec, by financial security advisors.
BMO Nesbitt Burns Inc. is a Member – Canadian Investor Protection Fund. Member of the Investment Industry Regulatory Organization of Canada.
® “BMO (M-bar Roundel symbol)” is a registered trademark of Bank of Montreal, used under licence.  “Nesbitt Burns” is a registered trademark of BMO Nesbitt Burns Inc.
All rights are reserved. No part of this publication may be reproduced in any form, or referred to in any other publication, without the express written permission of BMO Wealth Management.
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