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ON-DEMAND WORKERS, SUB-MINIMUM WAGES

Executive Summary

The City of Chicago has experienced a significant increase in app-based transportation network provider
(TNP) services, also called “ride-sharing” services. Drivers working for Uber, Lyft, and Via—the three TNP
companies licensed with the city—are currently classified as self-employed “independent contractors,”
an arrangement that prohibits them from accessing basic labor protections, such as minimum wage laws.

There are thousands of TNP drivers in Chicago, but the COVID-19 pandemic has had a significant impact
on the size of the TNP workforce.
o Before the pandemic, there were more than 110,000 registered TNP drivers, 66 percent of whom
(72,000 drivers) were active and recorded at least one trip during September 2019.
e During the pandemic, there were fewer than 67,000 registered TNP drivers, 44 percent of whom
(29,000 drivers) were active and recorded at least one trip during September 2020.
e The average number of trips completed by active drivers was unchanged at 123 trips per month.

A sample of 77,974 TNP trips completed during the exact same times on the exact same days in the
middle of September 2019 and September 2020 reveals the full effects of the COVID-19 pandemic.
e Total vehicle miles traveled with passengers by TNP drivers fell by 63 percent year-over-year.
e The average distance per trip fell by 5 percent but the average duration per trip fell by 18 percent,
indicating that TNP drivers completed trips at a faster pace due to decreased traffic congestion.
e The average customer tip decreased by 39 percent and the share of trips resulting in a tip to the
driver decreased from just 21 percent to 14 percent.

On-demand workers for app-based transportation network providers generally earn sub-minimum
wages in the City of Chicago. While Uber, Lyft, and Via drivers in Chicago make between $19 and $23 per
hour in gross earnings, they earn significantly less after expenses and taxes. After accounting for vehicle
expenses reported by AAA, gasoline prices published by the U.S. Department of Energy, and payroll taxes:
e The average TNP driver in Chicago earned $12.30 per hour in 2019, 5 percent below the $13-per-
hour minimum wage in 2019.
e The average TNP driver in Chicago earned $15.09 per hour in 2020, an estimate that is artificially
inflated because TNP workers did not experience the usual levels of traffic congestion.
e The average TNP driver in Chicago would have only earned $13.62 per hour in 2020 with pre-
pandemic levels of traffic congestion, 3 percent below the $14-per-hour minimum wage in 2020.

This analysis suggests that the treatment of TNP drivers as “independent contractors” suppresses their
earnings, shifting income from the workers to the executives and shareholders of TNP companies. Two
potential policy alternatives could be pursued to improve outcomes for TNP drivers in the City of Chicago:
1. State lawmakers could classify TNP drivers as employees, granting them full employment rights
and access to basic labor protections, including minimum wage laws, overtime pay laws, workers’
compensation coverage, unemployment insurance benefits, and the ability to collectively bargain.
2. Elected officials in Chicago could incorporate a minimum driver pay standard into the Chicago
Transportation Network Providers Ordinance, increasing average net pay to $15 per hour. After
New York City implemented a minimum pay standard, driver pay increased by 8 percent,
passenger wait times decreased by 18 percent, and TNP company commission rates fell—
indicating that Uber, Lyft, and other TNP companies absorbed part of the increase in costs.

Although drivers for transportation network providers struggle to earn the minimum wage in Chicago,
there are options that elected officials could consider to promote fairness and boost worker earnings.
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Introduction

The City of Chicago has experienced a significant increase in non-traditional work arrangements over the
last decade. These forms of contingent work, which typically require app-based or online platforms, are
often referred to as the “gig” economy, the “sharing” economy, or the “on-demand” economy (Lichfield,
2015). The “gig” economy includes freelancers like writers and lawyers, manual laborers through
companies like TaskRabbit and Handy, and property owners who rent out homes and rooms to tourists
through services like Airbnb and Vrbo. The most well-known “gig” economy companies are the app-based
transportation network providers, Uber and Lyft.

The City of Chicago considers a transportation network provider (TNP) any company that “provides
prearranged transportation services for compensation through an Internet-enabled application or digital
platform to connect passengers with drivers of vehicles for hire” (BACP, 2021). TNPs are also sometimes
called “ride-sharing” companies and “high-volume for-hire services” (New York City, 2020). The City of
Chicago Transportation Network Providers Ordinance requires all TNP companies to be licensed and
requires that all TNP vehicles and drivers obtain and display TNP Vehicle Registration Emblems with TNP
Chauffeur Licenses to protect consumers and ensure passenger safety. Uber, Lyft, and Via are the only
three TNP companies licensed with the City of Chicago (Greenfield, 2019). Between 2015 and 2018, the
annual number of TNP vehicle miles traveled in Chicago increased by 344 percent, contributing to
ridership loss on Chicago Transit Authority (CTA) bus and rail services (City of Chicago, 2019).

Drivers utilizing the app-based platforms of Uber, Lyft, and Via are currently classified as self-employed
“independent contractors.” While there are some benefits to being independent contractors, especially
in terms of job flexibility and entrepreneurial activity, workers who are classified as independent
contractors lose protections to basic labor standards, including minimum wage laws, overtime pay laws,
paid family and medical leave policies, workers’ compensation coverage, and unemployment insurance
benefits (Xu & Erlich, 2019). Independent contractors also forgo the ability to join unions and collectively
bargaining for better working conditions. Because TNP drivers are presently considered “independent
contractors,” estimates of their average hourly pay vary, ranging from as little as $8.55 per hour to as
much as $23.25 per hour (Zoepf, 2018; Catt, 2020).}

The COVID-19 pandemic has severely disrupted the economics of transportation network providers. The
public health crisis caused an unprecedented shock to both demand and supply, reducing the number of
trips requested by consumers as well as the number of drivers willing to work in the frontline, face-to-
face sector at a high risk of becoming infected by the virus. The number of Uber and Lyft riders fell by
between 60 percent and 75 percent in the second quarter of 2020 (Lavietes & McCoy, 2020). However,
once the majority of Chicago area residents are vaccinated and the pandemic comes to an end, the supply
of and demand for TNP services is likely to return to pre-pandemic levels and trends (Koustas et al., 2020).

This report, conducted jointly by researchers at the Project for Middle Class Renewal (PMCR) at the
University of lllinois at Urbana-Champaign and the lllinois Economic Policy Institute (ILEPI), examines data
on transportation network provider drivers and trips in the City of Chicago. After a brief review of the
economic literature on TNPs, data on Uber, Lyft, and Via drivers in Chicago are disclosed. Subsequently, a
sample of TNP trips is utilized to estimate the average number of trips and miles driven per month by TNP
drivers in Chicago. Finally, estimates on the average hourly pay of TNP drivers are presented, both before

1 Uber and Lyft, however, have promoted potential earnings of up to $35 per hour to prospective workers (Henao & Marshall,
2019).


https://qz.com/548137/all-the-names-for-the-new-digital-economy-and-why-none-of-them-fits/#:~:text=The%20gig%20economy%2C%20the%20platform,%2C%20the%20bottom%2Dup%20economy%E2%80%A6
https://qz.com/548137/all-the-names-for-the-new-digital-economy-and-why-none-of-them-fits/#:~:text=The%20gig%20economy%2C%20the%20platform,%2C%20the%20bottom%2Dup%20economy%E2%80%A6
https://www.chicago.gov/city/en/depts/bacp/supp_info/transportation-network-providers.html#:~:text=%E2%96%BA%20A%20TNP%20company%20provides,drivers%20of%20vehicles%20for%20hire.&text=The%20TNP%20license%20is%20an%20annual%20license%20which%20is%20not%20transferable.
https://www1.nyc.gov/site/tlc/about/driver-pay-rates.page
https://chi.streetsblog.org/2019/04/12/emanuel-chicago-is-now-the-first-u-s-city-to-publish-detailed-ride-hailing-data/
https://www.chicago.gov/content/dam/city/depts/bacp/Outreach%20and%20Education/MLL_10-18-19_PR-TNP_Congestion_Report.pdf
https://lwp.law.harvard.edu/files/lwp/files/wa_study_dec_2019_final.pdf
http://ceepr.mit.edu/files/papers/2018-005%20Authors%20Statement.pdf
https://news.cornell.edu/stories/2020/07/seattle-ride-share-drivers-earn-city-average-ilr-study-finds
https://www.reuters.com/article/us-biggerpicture-health-coronavirus-gigw/waiting-for-work-pandemic-leaves-u-s-gig-workers-clamoring-for-jobs-idUSKBN2741DM
https://irle.berkeley.edu/files/2020/12/NYC-gig-driver-pay-standard-December-8-2020.pdf
https://www.sciencedirect.com/science/article/abs/pii/S0965856419300333
https://www.sciencedirect.com/science/article/abs/pii/S0965856419300333
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and after the COVID-19 pandemic. Finally, potential policy implications that emanate from the findings
are offered for officials in the City of Chicago and the State of Illinois.

A Brief Review of the Research on Transportation Network Providers

There is a growing body of economic research on transportation network providers (TNP) in the United
States. One early conclusion of the academic research was that the technologies utilized by Uber, Lyft,
and other companies in the “gig” economy lower costs for consumers and provide labor flexibility for
workers (Chen et al., 2019). A recent study found that workers were attracted to driving for Uber because
the platform offers flexibility and consistent earnings per hour that do not vary much with the number of
hours worked (Hall & Krueger, 2017). One of the reasons why earnings per hour are relatively stable is
that TNP drivers spend a higher fraction of their time with passengers in their vehicles than do taxi drivers,
due to more efficient driver-passenger matching technologies (Cramer & Krueger, 2016).

Most Uber drivers maintain other full-time careers or part-time jobs and work for Uber to supplement
their incomes (Hall & Krueger, 2017). Nationally, the average Uber driver only works 17 hours per week,
with a majority (51 percent) of drivers working 15 hours per week or fewer (Mishel, 2018; Frizell, 2015).
Uber data also suggest that drivers spend about half of their time working without passengers in their
vehicles (Rodino-Colocino, 2019). In the City of Chicago, 56 percent of Uber drivers work between 1 hour
and 15 hours per week, 31 percent work between 16 hours and 34 hours per week, 9 percent work
between 35 and 49 hours per week, and 4 percent work over 50 hours per week (Hall & Krueger, 2017).
TNP drivers in Chicago spend about 55 percent of their time with passengers in their vehicles, 10 percent
of their time driving to pick up passengers, and 35 percent of their time waiting for ride requests (Fehr &
Peers, 2019). The median number of trips per hour is 1.55 trips for the typical TNP driver in Chicago (Hall
& Krueger, 2017).

Economic researchers generally conclude that companies like Uber and Lyft provide low wages for drivers.
A 2018 report from Stanford University found that median net profits for Uber drivers ranged from $8.55
per hour to $10.00 per hour (Zoepf, 2018). Another 2018 study found that Uber driver compensation—
the income drivers earn after Uber commissions and vehicle expenses—averages $11.77 per hour, with
about one-third of the total fare going to Uber (Mishel, 2018). If a “modest benefits package” and payroll
taxes are included, the W-2 equivalent wage is just $9.21 per hour (Mishel, 2018). An investigative analysis
of driving for Uber and Lyft in the Denver metro area included time spent without passengers, the need
to travel back-and-forth between areas of high and low ridership, and driving expenses and estimated
that net hourly wages ranged from $5.72 per hour to $10.46 per hour before taxes, suggesting that TNP
drivers earn considerably less than the minimum wage in Colorado (Henao & Marshall, 2019). Similarly,
researchers at the University of California, Berkeley and The New School found that while gross driver
hourly pay for TNP drivers in Seattle is approximately $21.53 per hour, TNP drivers net only $9.73 per hour
after expenses—well below the city’s minimum wage of $16.39 per hour in 2020 (Parrott & Reich, 2020).
Another 2020 study by researchers at Cornell University found that the median TNP driver in Seattle
earned $23.25 per hour after expenses (Catt, 2020). One problem with the Cornell University study,
however, was that it did not include time waiting for passengers as work time, which is “at odds with the
conventional understanding of work” (Scheiber, 2020).

Transportation network providers have important social consequences as well. Based on data from more
than one million Uber drivers in the United States, researchers have found that male drivers earn 7
percent more, on average, than female drivers for doing the same job—meaning that “there is no reason


https://www.journals.uchicago.edu/doi/abs/10.1086/702171?af=R&mobileUi=0&
https://journals.sagepub.com/doi/abs/10.1177/0019793917717222?journalCode=ilra
https://www.aeaweb.org/articles?id=10.1257/aer.p20161002
https://journals.sagepub.com/doi/abs/10.1177/0019793917717222?journalCode=ilra
https://www.epi.org/publication/uber-and-the-labor-market-uber-drivers-compensation-wages-and-the-scale-of-uber-and-the-gig-economy/
https://time.com/3678507/uber-driver-questions/
https://theconversation.com/uber-drivers-report-80-plus-hour-workweeks-and-a-lot-of-waiting-115782
https://journals.sagepub.com/doi/abs/10.1177/0019793917717222?journalCode=ilra
https://drive.google.com/file/d/1FIUskVkj9lsAnWJQ6kLhAhNoVLjfFdx3/view
https://drive.google.com/file/d/1FIUskVkj9lsAnWJQ6kLhAhNoVLjfFdx3/view
https://journals.sagepub.com/doi/abs/10.1177/0019793917717222?journalCode=ilra
https://journals.sagepub.com/doi/abs/10.1177/0019793917717222?journalCode=ilra
http://ceepr.mit.edu/files/papers/2018-005%20Authors%20Statement.pdf
https://www.epi.org/publication/uber-and-the-labor-market-uber-drivers-compensation-wages-and-the-scale-of-uber-and-the-gig-economy/
https://www.epi.org/publication/uber-and-the-labor-market-uber-drivers-compensation-wages-and-the-scale-of-uber-and-the-gig-economy/
https://www.sciencedirect.com/science/article/abs/pii/S0965856419300333
https://irle.berkeley.edu/files/2020/07/Parrott-Reich-Seattle-Report_July-2020.pdf
https://news.cornell.edu/stories/2020/07/seattle-ride-share-drivers-earn-city-average-ilr-study-finds
https://www.nytimes.com/2020/07/12/business/economy/uber-lyft-drivers-wages.html

ON-DEMAND WORKERS, SUB-MINIMUM WAGES

to expect the ‘gig’ economy to close gender differences” (Cook et al., 2018). TNP workers and individuals
employed in other contingent work arrangements are 10 percentage-points less likely to have access to
health insurance coverage than the national average (Tran & Sokas, 2017). Finally, for passengers,
researchers have found “a pattern of discrimination” amongst Uber drivers themselves. A 2016 study of
nearly 1,500 rides in Seattle and Boston revealed that, compared to white passengers, Black or African
American passengers experienced up to 35 percent longer waiting times and a cancellation rate that was
more than twice as frequent (Ge et al., 2016).

Drivers of Transportation Network Providers: September Data

There are thousands of transportation network provider (TNP) drivers registered with the City of Chicago
(Figure 1). In September 2019, before the COVID-19 pandemic, there were more than 110,000 registered
TNP drivers—25 percent of whom were registered to work for multiple TNPs. However, only about 72,000
TNP drivers (66 percent) recorded at least one fared trip during the month (City of Chicago, 2021a).

The COVID-19 public health crisis had a significant impact on the size of the TNP workforce (Figure 1). In
September 2020, during the COVID-19 pandemic, there were fewer than 67,000 TNP drivers registered
with the City of Chicago, a 40 percent decrease. The number of drivers working for multiple TNPs fell by
7 percentage points, from 25 percent to 18 percent. Just over 29,000 TNP drivers (44 percent of all
registered TNP drivers) recorded at least one fared trip during the month, representing a 59 percent year-
over-year decline in the number of TNP drivers working.

FIGURE 1: DATA ON TNP DRIVERS REGISTERED WITH THE CITY OF CHICAGO IN SEPTEMBER, 2019 vs. 2020

TNP Drivers in September 2019 2020 Change
Total Drivers Registered in Chicago 110,288 | 66,548 | -39.7%
INPs
Registered with Only One TNP 82,399 54,438 | -33.9%
Registered with Multiple TNPs 27,889 12,110 -56.6%
Share of Drivers Who Work for Multiple TNPs 25.3% 18.2% -7.1%
Trips
Drivers Reporting At Least One Trip 72,222 | 29,415 | -59.3%
Drivers Reporting No Trips 38,066 | 37,133 -2.5%
Share of Drivers with At Least One Trip 65.5% 44.2% -21.3%

Source(s): Authors’ analysis of “Transportation Network Providers — Drivers” from the Chicago Data Portal (City of Chicago,
2021a).

Among TNP drivers recording at least one fared trip, the average number of trips during the month did
not change over the year. In September 2019, the average active TNP driver completed 123 trips. The
median TNP driver completed 81 trips and the top 10 percent of drivers completed 306 trips or more. One
year later, the average number of trips completed by TNP drivers remained 123 trips. The median
decreased to 78 trips, but the threshold amount of activity to be in the top 10 percent of TNP drivers
increased to 312 trips or more. The data indicate that although consumer demand for TNP services fell, it
was met by a comparable drop in the supply of TNP drivers that resulted in the average remaining driver
completing about as many trips over the month as he, she, or they were recording pre-pandemic (Figure
2).


https://www.nber.org/system/files/working_papers/w24732/w24732.pdf
https://journals.lww.com/joem/FullText/2017/04000/The_Gig_Economy_and_Contingent_Work__An.20.aspx
https://www.nber.org/papers/w22776
https://data.cityofchicago.org/Transportation/Transportation-Network-Providers-Drivers/j6wf-834c
https://data.cityofchicago.org/Transportation/Transportation-Network-Providers-Drivers/j6wf-834c
https://data.cityofchicago.org/Transportation/Transportation-Network-Providers-Drivers/j6wf-834c
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FIGURE 2: THE AVERAGE AND DISTRIBUTION OF TRIPS IN SEPTEMBER BY CHICAGO’S TNP DRIVERS, 2019 vs. 2020

Number of Trips by Drivers with At Least One Trip 2019 2020 Change
Average 123.1 123.3 0.2%
10th Percentile 6 5 -16.7%
25th Percentile 23 22 -4.3%
Median (50th Percentile) 81 78 -3.7%
75th Percentile 187 186 -0.5%
90th Percentile 306 312 2.0%
N= 72,222 | 29,415 | -59.3%

Source(s): Authors’ analysis of “Transportation Network Providers — Drivers” from the Chicago Data Portal (City of Chicago,
2021a).

Sample of Transportation Network Provider Trips: September Data

To estimate the average fare and average tip collected by TNP drivers, a sample of TNP trips reported to
the City of Chicago during the middle of September is utilized. The sample includes the Thursday of the
second full week of September, the Sunday of the third full week of September, and the Tuesday of the
third full week of September. Data were gathered for six-trip start times, or pickup times, each comprising
a 15-minute block. The pickup times were four hours apart: 12:00 a.m. (midnight), 4:00 a.m., 8:00 a.m.,
12:00 p.m. (noon), 4:00 p.m., and 8:00 p.m. for each day. In 2019, midnight data on Sunday might include
some weekend nightlife activity from the previous Saturday night while the 8:00 a.m. and 4:00 p.m.
timeslots on Thursday and Tuesday are likely to include commutes to work. No time block had more than
5,000 trips, but all had between 199 trips and 4,808 trips. All data comes from the Chicago Data Portal
(City of Chicago, 2021b).

FIGURE 3: SAMPLE OF TRIPS AND AVERAGE METRICS PER TRIP — SECONDS, MILES, FARES, TIPS, AND TOTAL COSTS

Sample in the Sample Averages Per Trip (with Passengers in Vehicles)
Middle of September Trips Time (Seconds) Miles Fare Tip Total Cost
2019 56,028 1,166.4 6.75 $12.99 $0.81 $17.02
2020 21,946 952.5 6.39 $13.36 $0.49 $17.78
Year-Over-Year Change | -60.8% -18.3% -5.2% +2.8% -39.2% +4.4%

Source(s): Authors’ analysis of “Transportation Network Providers — Drivers” and “Transportation Network Providers — Trips”
from the Chicago Data Portal (City of Chicago, 2021a; City of Chicago, 2021b).

The total sample includes data on 77,974 trips in September 2019 and September 2020 (Figure 3). There
were 56,028 trips during these three days in 2019 and just 21,946 trips during the comparable days in
2020, a 61 percent drop.? The average trip time fell by 18 percent, from 19.4 minutes (1,166 seconds) to
15.9 minutes (923 seconds), but the average trip distance only decreased by 5 percent, from 6.7 miles to
6.4 miles. This means that TNP drivers drove one mile every 2.9 minutes, or an average of 21 miles per
hour, in September 2019 but only one mile every 2.5 minutes, or an average of 24 miles per hour, in
September 2020. The faster trip times were likely caused by a significant decrease in traffic congestion in
the Chicago metro area (Rumore, 2020). While the average TNP fare paid by customers increased by 3
percent due to an increase in prices and taxes, from $12.99 per trip to $13.36 per trip, the average
customer tip for TNP drivers fell by 39 percent, from 81 cents per trip to just 49 cents per trip (Figure 3).

2 |n a standard poll with a 99-percent confidence level, a sample size of 56,028 produces a margin of error of 0.5 percent and a
sample size of 21,946 produces a margin of error of 0.9 percent (Creative Research Systems, 2012).



https://data.cityofchicago.org/Transportation/Transportation-Network-Providers-Drivers/j6wf-834c
https://data.cityofchicago.org/Transportation/Transportation-Network-Providers-Drivers/j6wf-834c
https://data.cityofchicago.org/Transportation/Transportation-Network-Providers-Trips/m6dm-c72p
https://data.cityofchicago.org/Transportation/Transportation-Network-Providers-Drivers/j6wf-834c
https://data.cityofchicago.org/Transportation/Transportation-Network-Providers-Trips/m6dm-c72p
https://www.chicagotribune.com/coronavirus/ct-viz-chicago-coronavirus-transportation-changes-20200923-3kg2whspebhuzaz7l4umheikue-htmlstory.html
https://www.surveysystem.com/sscalc.htm
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In fact, only 14 percent of TNP rides resulted in a tip to the driver in September 2020, a 7 percentage-
point drop from one year earlier (21 percent).? These findings corroborate a recent study of more than 40
million Uber rides, which found that only 16 percent of rides result in a tip and that 60 percent of
passengers report that they never tip any of their Uber drivers (Chandar et al., 2019).

This data allows for an analysis of the total TNP vehicle miles traveled with passengers—total trips
multiplied by the average miles per trip—and the total cost to passengers—total trips multiplied by the
average total cost per trip (Figure 4). During these six timeslots on these three days in September 2019,
TNP workers in Chicago drove about 378,000 miles with passengers in their vehicles and collected about
$954,000 in fares, tips, and taxes. On the equivalent days and times in September 2020, TNP drivers only
drove about 140,000 miles with passengers in their vehicles and collected a total of about $390,000 in
fares, tips, and taxes. Over the year, TNP workers logged 63 percent fewer vehicle miles traveled and
collected 59 percent less in TNP revenue due to the effects of the COVID-19 pandemic (Figure 4).

FIGURE 4: TOTAL MILES DRIVEN AND TOTAL COSTS COLLECTED BY TNP DRIVERS IN SEPTEMBER SAMPLE, 2019 vs. 2020

Sample in the Total Miles Driven Total Costs
Middle of September by TNP Drivers (Revenue) Collected
2019 377,949.9 $953,816
2020 140,317.7 $390,103
Year-Over-Year Change -62.9% -59.1%

Source(s): Authors’ analysis of “Transportation Network Providers — Trips” from the Chicago Data Portal (City of Chicago, 2021b).

FIGURE 5: TOTAL 2020 MILES DRIVEN AS A SHARE OF 2019 MILES DRIVEN BY TNP DRIVERS IN SAMPLE, BY TIMESLOT

2020 TNP Miles as a Share of 2019 TNP Miles, by Timeslot
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Source(s): Authors’ analysis of “Transportation Network Providers — Trips” from the Chicago Data Portal (City of Chicago, 2021b).

3 In the September 2019 sample, 12,064 trips out of 56,028 total trips resulted in a tip for the drive, a tip rate of 21.5 percent. In
the September 2020 sample, just 3,135 out of 21,946 total trips resulted in a tip for the driver, a tip rate of 14.3 percent. Across
the full sample, the average tip rate was 19.5 percent.


https://www.nber.org/system/files/working_papers/w26380/w26380.pdf
https://data.cityofchicago.org/Transportation/Transportation-Network-Providers-Trips/m6dm-c72p
https://data.cityofchicago.org/Transportation/Transportation-Network-Providers-Trips/m6dm-c72p

ON-DEMAND WORKERS, SUB-MINIMUM WAGES

Figure 5 shows the year-over-year difference in TNP vehicle miles traveled with passengers in Chicago.
There was a significant decrease in the total miles driven in September 2020 compared with September
2019. TNP miles driven with passengers were between 26 percent and 47 percent of their September
2019 values during the days and times in the sample. On average, the number of miles driven with
passengers by TNP drivers in Chicago was just 37 percent of the comparable September 2019 value (Figure
5). This corresponds with the 63 percent drop in total miles reported in Figure 4.

Hourly Pay of Drivers of Transportation Network Providers

All estimates on the average hourly pay of drivers working for transportation network providers (TNPs)
depend on whether researchers make the right set of assumptions (Scheiber, 2020). First, while drivers
who work for Uber generally keep 75 percent of the fare and 100 percent of their tips, the Uber
commission depends on the service and can range from 20 percent to 28 percent. Drivers for Lyft keep 80
percent of the fare and 100 percent of their tips (Lamberti, 2020). Consequently, to arrive at conservative
estimates, this analysis assumes that TNP companies charge an average commission of 20 percent of the
fares, with TNP drivers retaining the other 80 percent.

Second, the dataset includes the average number of trips in September and the average total time per
trip, permitting an evaluation of the total number of hours worked with passengers in the vehicles.
However, only 55 percent of all Chicago TNP workers’ time is spent driving with passengers in the vehicles
while 10 percent is spent driving to pick up passengers and 35 percent is spent waiting for passengers to
request rides (Fehr & Peers, 2019). This analysis assumes that the share of TNP drivers’ time with
passengers (as a percent of their total work time on the apps) did not change in 2020 due to the COVID-
19 pandemic. With fewer passengers hailing rides, decreased traffic congestion, and faster trip times, TNP
drivers for Uber, Lyft, and Via worked fewer hours per month, on average.

Finally, researchers must calculate the average cost per mile of driving. Two researchers at the University
of California, Berkeley use the IRS tax deduction rate of 57.5 cents per mile (Jacobs & Reich, 2020). While
this cost estimate per mile has been challenged, the authors respond by noting that the American
Automobile Association (AAA), an automotive services and insurance company, reports that expenses
range from 40 cents to 87 cents per mile, and that other estimates exclude most of the major costs of
owning a vehicle, such as depreciation, taxes, financing, and license and registration fees (Thornberg et
al., 2020; Jacobs & Reich, 2020). However, because 87 percent of TNP drivers in Chicago work less than
35 hours per week, many of these costs associated with owning vehicles—particularly financing costs,
license fees, and registration fees—may not be considered work expenses because the drivers would own
their cars and pay for these costs even if they did not drive for Uber or Lyft (Hall & Krueger, 2017; Scheiber,
2020). This analysis utilizes the weighted average per-mile costs for fuel, maintenance and repair, and
vehicle depreciation estimated by AAA (AAA, 2019; AAA, 2020). Adjustments are made to the fuel cost to
reflect average gasoline prices per gallon in Chicago in 2019 and 2020, according to the U.S. Department
of Energy (EIA, 2021).4

4For 2019, AAA assumed a national average gas price of $2.679 per gallon (AAA, 2019). The 52-week average gas price in Chicago,
however, was $2.754 per gallon, 3 percent higher than the national average (EIA, 2021). For 2020, AAA assumed a national
average gas price of $2.462 per gallon (AAA, 2020). The 52-week average gas price in Chicago, however, was $2.308 per gallon, 6
percent lower than the national average (EIA, 2021).
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Figure 6 presents estimates on trips, fares, gross earnings, and hours worked for TNP drivers in the City of
Chicago in 2019 and 2020. Chicago data on registered TNP drivers is utilized to determine the average
trips per month (City of Chicago, 2021a). The average seconds, fares, tips, and total costs per trip come
from the sample data on trips in the middle of September for each year. That data also comes from the
Chicago Data Portal (City of Chicago, 2021a).

In 2019, the average TNP driver earned $11.20 per trip (Figure 6). Based on a mean of 123 trips per month,
the average TNP driver earned about $1,400 in gross earnings per month, or about $16,500 annually. The
average time spent with passengers was just under 40 hours per month, equivalent to 479 hours annually.
Assuming that 55 percent of a TNP driver’s work time is spent with passengers in Chicago—which is an
estimate determined by a consulting company in a study commissioned by Uber and Lyft—the average
total annual employment level of TNP drivers in Chicago was 870 hours worked in 2019 (Fehr & Peers,
2019). Consequently, the average TNP driver earned $19.01 per hour in gross income, before vehicle
expenses and taxes, in 2019.

FIGURE 6: TRIPS, FARES, GROSS INCOME, AND HOURS WORKED FOR AVERAGE TNP DRIVER IN CHICAGO, 2019-2020

Trips, Fares, Gross Income, and Hours Worked 2019 2020 2020 (With

Estimates for the Average TNP Driver in Chicago (Actual Data) | (Actual Data) | Typical Traffic)
Driver Trip Data (September)
Average Trips Per Month 123.1 1233 1233
Average Miles Per Hour (with Passengers) 20.8 24.2 20.8
Average Trip Seconds 1,166.4 952.5 1,105.5
Average Miles Per Trip 6.75 6.39 6.39
Customer Cost Per Trip Data
Average Fare Per Trip $12.99 $13.36 $13.89
Average Tip Per Trip $0.81 $0.49 $0.49
Average Total Cost Per Trip $17.02 $17.78 $18.31
Driver Gross Income Estimates
Driver Income Per Trip: 80% of Fare + 100% of Tips $11.20 $11.18 $11.60
Driver Income Per Month: Income Per Trip x Trips $1,378.31 $1,378.42 $1,431.26
Driver Income Per Year: Income Per Month x 12 $16,540 $16,541 $17,175
Driver Hours Worked Estimates
Monthly Hours with Passengers: Average Time x Trips 39.9 32.6 37.9
Annual Hours with Passengers: Monthly Hours x 12 478.6 391.6 354.5
Total Annual Hours Worked (55% of Time with Passengers) 870.2 712.0 826.4
Driver Hourly Gross Income Estimates
Gross Income Per Hour: Earnings Per Year + Total Hours $19.01 $23.23 $20.78

Source(s): Authors’ analysis of “Transportation Network Providers — Drivers” and “Transportation Network Providers — Trips”
from the Chicago Data Portal (City of Chicago, 2021a; City of Chicago, 2021b). The analysis assumes that 55 percent of Chicago
TNP drivers’ work time is spent with passengers in their vehicles (Fehr & Peers, 2019).

In 2020 during the COVID-19 public health crisis, the average TNP driver earned $11.18 per trip (Figure 6).
Based on a mean of 123 trips per month, the average TNP driver earned about $1,400 in gross earnings
per month, or about $16,500 annually. These outcomes are all essentially unchanged compared with pre-
pandemic values. However, the average time spent with passengers fell by 18 percent to under 33 hours
per month, or 392 hours annually driven mainly by reduced traffic congestion and, to a lesser extent, by
shorter average trip distances. Due to reduced demand from passengers, the average TNP driver in
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Chicago only worked an estimated 712 total hours in 2020. As a result, the average TNP driver earned
$23.23 per hour in gross income, before vehicle expenses and taxes, in 2020.

The gain in average hourly gross income for TNP workers between 2019 and 2020 is artificially inflated by
the drop in traffic congestion. Uber, Lyft, and Via drivers were able to complete the same number of trips
in a shorter amount of time, resulting in higher earnings per hour. An additional assessment is thus
included to consider what would have happened to the average hourly gross income for Chicago’s TNP
drivers in 2020 if they had experienced typical traffic levels. While the average fare would have increased
by an estimated $0.53 per trip due to the extra time passengers would have spent in vehicles—leading to
an increase in gross driver earnings per year to nearly $17,200—the number of hours worked with and
without passengers would have also increased.® The net effect is that the average TNP driver would have
earned an estimated $20.78 per hour in gross income, before vehicle expenses and taxes, which is about
11 percent less than the actual estimates for 2020.

FIGURE 7: TOTAL TNP DRIVER EXPENSES FOR TNP DRIVERS IN CHICAGO, PER MILE AND PER HOUR, 2019-2020

Total TNP Driver Expenses in Chicago: 2019 2020 2020 (With

Estimates Per Mile and Per Hour Worked (Actual Data) | (Actual Data) | Typical Traffic)
Total Driver Expenses Per Mile
Fuel (AAA-Adjusted) $0.119 $0.100 $0.100
Maintenance and Repair (AAA) $0.089 $0.091 $0.091
Depreciation (AAA) $0.301 $0.339 $0.339
Total Cost Per Mile $0.509 $0.530 $0.530
Average TNP Driver Miles and Hours Worked
Total Miles Driven Per Year 9,964.8 9,463.5 9,463.5
Total Hours Worked Per Year 870.2 712.0 826.4
Total Driver Expenses Per Hour
Fuel (AAA-Adjusted) $1.37 $1.33 $1.14
Maintenance and Repair (AAA) $1.02 $1.21 $1.04
Depreciation (AAA) S3.44 $4.50 $3.88
Total Cost Per Hour $5.83 $7.04 $6.07

Source(s): Authors’ analysis of Your Driving Costs reports by AAA for 2019 and 2020 with adjustments to the fuel cost to reflect
average gas prices in Chicago in 2019 and 2020 (AAA, 2019; AAA, 2020; EIA, 2021). TNP driver miles, hours worked, and expenses
per hour include authors’ analysis of “Transportation Network Providers — Drivers” and “Transportation Network Providers —
Trips” from the Chicago Data Portal (City of Chicago, 2021a; City of Chicago, 2021b).

TNP drivers in Chicago earn significantly less per hour after vehicle expenses and taxes. Figure 7 displays
estimates from AAA on average fuel costs, maintenance and repair costs, and vehicle depreciation costs
per mile in 2019 and 2020 (AAA, 2019; AAA, 2020).% In 2019, Chicago drivers paid an average fuel cost of
11.9 cents per mile and an average maintenance and repair cost of 8.9 cents per mile. Depreciation costs
amounted to 30.1 cents per mile. Cumulatively, driver expenses totaled 50.9 cents per mile in 2019. In
2020, Chicago drivers paid just 10.0 cents per mile in fuel costs due to a decrease in gas prices. On the
other hand, both maintenance and repair costs and depreciation costs increased to 9.1 cents per mile and

5 For example, Uber levies a cost of $0.28 per minute for Chicago customers using their UberX service (Uber, 2021). Note that
time without passengers would also have increased because the rise in traffic congestion back to pre-pandemic levels means it
would have taken TNP drivers longer to drive to passengers hailing their vehicles.

6 Recall that adjustments are made to the fuel cost to reflect average gas prices in Chicago in 2019 and 2020 (EIA, 2021).
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33.9 cents per mile, respectively. Accordingly, driver expenses totaled 53.0 cents per mile in 2020. In both
years, these estimated driver expenses were less than the IRS tax deduction rate of 57.5 cents per mile.
This is primarily because the total cost per mile estimates in Figure 7 do not include license and registration
fees, expenses for full-coverage insurance, and financing costs.

The AAA (and AAA-adjusted) cost per mile estimates can be used to determine the average cost per hour
worked for TNP drivers, based on annual estimates for their average total miles driven and average total
hours worked (Figure 7). In 2019, the average TNP driver incurred $5.83 in total fuel, maintenance and
repair, and depreciation costs per hour. Total costs increased to $7.04 per hour in 2020, partly because
depreciation costs increased and partly because TNP workers drove about the same number of miles (5
percent less) but worked significantly fewer hours (18 percent less). That is, while total vehicle expenses
stayed about the same, the number of hours dropped, resulting in higher costs per hour. A separate
analysis finds that costs would have gone up from $5.83 per hour in 2019 to $6.07 per hour in 2020, an
increase of 4 percent, if TNP drivers had experienced the usual amount of traffic congestion in Chicago.

After accounting for expenses and self-employment payroll taxes, the average Uber, Lyft, and Via driver
in Chicago earned less than the city’s minimum wage in 2019 (Figure 8). While TNP drivers earned an
average of $19.01 per hour in gross income, they paid an average of $5.83 per hour in vehicle expenses
and 88 cents per hour in payroll taxes. Consequently, the average TNP driver only earned an estimated
$12.30 per hour in 2019. This is 5.4 percent below the $13-per-hour minimum wage in the City of Chicago
as of July 1, 2019 (BACP, 2019).

The average W-2 equivalent pay of TNP workers was also very close to the city’s minimum wage in 2020
(Figure 8). After accounting for expenses and payroll taxes, the average Uber, Lyft, and Via driver in
Chicago earned $15.09 per hour in 2020, which exceeded the minimum wage of $14 per hour effective
July 1, 2020 in Chicago (ABC7, 2020). However, this hourly rate of pay was artificially inflated because TNP
workers did not experience the usual levels of traffic congestion while driving on Chicago roads. With pre-
pandemic levels of traffic congestion, TNP drivers would have only earned an hourly wage of $13.62 per
hour after expenses and taxes, which is 2.7 percent below the city’s $14-per-hour minimum wage.

FIGURE 8: AVERAGE TNP WAGE PER HOUR AFTER EXPENSES AND TAXES IN CHICAGO, 2019-2020

Average TNP Wage Per Hour (After Expenses and Taxes) 2019 2020 2020 (With
in Chicago: W-2 Equivalent Take-Home Pay (Actual Data) | (Actual Data) | Typical Traffic)
Gross Earnings Per Hour $19.01 $23.23 $20.78
Total Expenses: Total Cost Per Hour -$5.83 -$7.04 -$6.07
Payroll Taxes: Self-Employment FICA and Medicare Taxes* -50.88 -$1.10 -$1.10
Hourly Wage After Expenses and Taxes $12.30 $15.09 $13.62
Minimum Wage in the City of Chicago $13.00 $14.00 $14.00
Hourly TNP Wage vs. City’s Minimum Wage -5.4% +7.8% -2.7%

Source(s): Authors’ analysis of “Transportation Network Providers — Drivers” and “Transportation Network Providers — Trips”
from the Chicago Data Portal (City of Chicago, 2021a; City of Chicago, 2021b). The analysis assumes that 55 percent of Chicago
TNP drivers’ work time is spent with passengers in their vehicles (Fehr & Peers, 2019). The analysis also includes information from
Your Driving Costs reports by AAA for 2019 and 2020 with adjustments to the fuel cost to reflect average gas prices in Chicago in
2019 and 2020 (AAA, 2019; AAA, 2020; EIA, 2021). *NOTE: Payroll taxes are calculated after deducting 57.5 cents per mile. The
IRS tax deduction rate of 57.5 cents is utilized because it exceeds the total costs per mile of 50.9 cents in 2019 and 53.0 cents in
2020 from Figure 7 (i.e., TNP drivers are, on average, better off taking the standard deduction per mile than itemizing costs per
mile). Self-employed workers pay a payroll tax rate of 7.65 percent for Social Security and Medicare on 92.35 percent of their
earnings (Landau, 2015).
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On-demand workers for app-based transportation network providers generally earn sub-minimum wages.
While some high-frequency drivers may earn above Chicago’s minimum wage rate, TNP drivers who work
full-time may also incur higher costs. For example, a full-time Uber or Lyft driver may need to own a
separate vehicle that he, she, or they use only while working. For these workers, the total expenses per
hour estimated in this report are likely too low, because they must also pay for financing costs, registration
fees, and insurance premiums on the extra vehicle. Similarly, the estimates on the average Uber and Lyft
driver’s hourly wage in this analysis may be too high because they assume that drivers retain 80 percent
of total fares, even though Uber’s commission rates range from 20 percent up to 28 percent (Lamberti,
2020). Despite these conservative assumptions that tend to produce hourly wage estimates that fall on
the high end, the average TNP worker earns about 3 percent to 5 percent less than Chicago’s minimum
wage. TNP drivers also earn between $1.38 and $2.70 less than $15 per hour, which will be the minimum
wage in the City of Chicago on July 1, 2021 (Elejalde-Ruiz, 2019).

Implications for State and Local Government Elected Officials

This analysis of transportation network provider (TNP) driver earnings and expenses—contained in a
sample of 77,974 trips in September 2019 and September 2020 from the anonymized records of more
than 169 million trips in the City of Chicago since November 2018 —suggests that the treatment of TNP
drivers as “independent contractors” suppresses their earnings. Uber, Lyft, Via, and other delivery drivers,
whose jobs are nearly indistinguishable from traditional employees, suffer an earnings penalty that shifts
income from workers to the executives and shareholders of the TNP companies. Addressing the structural
conditions that exempt drivers from labor and employment laws necessitates a re-consideration of their
employment status. Therefore, two potential policy alternatives could be pursued to improve outcomes
for TNP drivers.

First, state lawmakers could treat TNP drivers who provide labor or services for remuneration as
employees. Under this potential option, TNP workers would be classified as employees unless the TNP
companies can prove that the workers are free to perform services without the control or direction of the
companies, the workers perform tasks that are outside the usual course of the companies’ activities, and
the workers are engaged in an independent occupation or trade of the same nature (Lake, 2021). TNP
drivers would be granted full employment rights and would be covered under minimum wage laws,
overtime pay laws, paid sick and family leave laws, and the unemployment insurance and workers’
compensation systems in lllinois. During the COVID-19 public health crisis, unemployed TNP workers have
been eligible for Pandemic Unemployment Assistance (PUA), even though Uber and Lyft did not make
contributions into the state’s unemployment insurance system on their behalf. This means that the costs
of unemployment insurance for TNP drivers have been socialized onto other lllinois taxpayers. Classifying
TNP drivers as employees of the TNP companies would correct this problem and ensure that corporations
like Uber and Lyft contribute their fair share towards the tax base. Additionally, the average TNP driver
earns at or below the city’s minimum wage, and only about one-in-seven TNP rides (14 percent) resulted
in tips in 2020 and one-in-five (21 percent) did in 2019. Classifying TNP drivers as employees would ensure
a wage floor for all TNP workers because, if a worker’s wages and tips do not equal the minimum wage,
then the TNP companies would be responsible for making up the difference.

Second, local elected officials could ensure that TNP drivers who provide labor or services for
remuneration are guaranteed robust standards of hourly pay and working conditions. Elected officials
could incorporate a minimum driver pay standard into the licensing and regulatory framework of the City
of Chicago Transportation Network Providers Ordinance to protect TNP drivers from being paid less than
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the city’s $15-per-hour minimum wage in 2021. The minimum pay standard would increase fares by about
8 percent, which would boost the average gross earnings of TNP workers to $22.39 per hour. After
accounting for expenses and expenses—assuming both pre-pandemic levels of traffic congestion and pre-
pandemic gasoline prices per gallon—these gross hourly earnings would translate into a $15 per hour
wage for the average TNP driver.

In February 2019, New York City implemented a minimum driver pay standard (New York City, 2020). The
policy did increase the average base passenger fare by 6 percent but resulted in an 8 percent increase in
weekly pay for TNP drivers. Driver utilization increased by 2 percent, indicating that the minimum pay
standard incentivized drivers to work more hours. At the same time, passenger wait times fell by 18
percent and company commission rates fell, indicating that part of the increase in passenger fares was
absorbed by Uber, Lyft, and other TNP companies. While there was a small decrease in total trips by
customers, the decline was not large enough to offset the increase in earnings for TNP workers and was
concentrated in places with better access to public transit (Koustas et al., 2020). These findings are
consistent with existing empirical research which concludes that minimum wages boost worker incomes
and lift workers out of poverty while having little to no effect on employment levels or consumer prices
(Bruno & Manzo, 2019).

There is a need for additional research on TNP companies and drivers in the City of Chicago and across
Illinois. For example, future research can reveal the effects of the “independent contractor” status of TNP
workers on social outcomes, including lost unemployment insurance contributions, lost workers
compensation premiums, and lost income taxes for workers earning below the minimum wage. Future
studies are also needed to fully understand the impacts of driver delivery services like UberEats,
DoorDash, Grubhub, Postmates, Instacart, and Caviar, which deliver food and groceries to households
(Corpuz & Woo, 2021).

As defined under current law, transportation network providers’ drivers—who depend on their hours
transporting passengers to enhance their wellbeing—struggle to earn the minimum wage in the City of
Chicago. This status quo for “gig” workers only embeds a new low-wage contingent labor force into the
state’s economy. TNP drivers could either be fully covered as employees under employment law to expand
worker protections or be provided with enforceable standards of pay and working conditions. Either
public policy approach would promote fairness and boost wages for on-demand workers in the City of
Chicago and the State of lllinois.
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