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FULL-TIME STRUGGLE AND TWO-JOB JUGGLE: A TAX
HOLIDAY FOR CANADIANS TO FIGHT RISING COSTS

By Jason Dean, with the collaboration of Renaud Brossard

Many Canadians today are facing an uphill
battle to make ends meet and maintain
some sense of financial normalcy. Soaring
prices have led to a nearly 16% reduction in
overall spending power since 2020.! Without
comparable income increases, some two-
thirds of Canadians worry about being able
to adequately manage their daily expenses.2
On top of this, 22-year-high interest rates
mean many households are bracing for a
daunting hike in their monthly mortgage
payments, forcing some of them to consider
the painful reality of selling their homes.?

Driven by necessity, a lot of Canadians find
themselves compelled to explore alternative
ways to earn extra money. Many have either
taken on a side job or are considering doing
so. In a disheartening twist, however, these
extra earnings, when combined with their
main-job earnings, are heavily taxed, worsen-
ing their struggle and underscoring the need
for supportive tax relief to reward their
efforts, not penalize them.

SECOND JOBS INCREASINGLY ATTRACTIVE,
BUT HEAVILY TAXED

The latest figures from Statistics Canada show
that about one million workers are juggling
multiple jobs.* Moreover, more than one-in-
three multiple job holders (34.9%) say that
extra work is needed to cover basic living

costs. This is a notable surge from the one-
in-five reported just before the pandemic.
Also, survey data collected as part of the BDO
Affordability Index hints at a continuing
upward trend, with around a third of their
respondents pondering getting a side job.»

The Labour Force Survey presents annual
figures on the incidence of full-time workers
who have taken on a second job. It is these
workers who presumably are willing to work
long hours, as they require additional income
to manage pressing financial obligations
such as family responsibilities, mortgages,
rent, other debts, or saving up for a home.

A noticeable upward trend is evident, from
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Table1

Taxes on Secondary Earnings (Tax Year 2022)

3.1% of full-time workers in
2020 t0 3.9% in 2022, and
then leveling off at 4.0% in
2023 (to November 30).°

Whether this is a genuine
plateau or a temporary lull is
an open question, pending
December’s figures and con-
sidering the likely underre-

Earnings Category

Average Marginal Tax on Secondary Earnings: *

. : $15,000 to $29,999 201% 27.5%
porting of informal secondary
employment. As well, the o . 5
recent beginnings of an eco- ' DR 0% 275%
nomic downturn’ could mean
fewer part-time job openings. $40,000 to $49,999 21.4% 27.8%
But certainly, secondary
emp|oyment m|g ht be even $50,000 to $70,000 28.3% 35.3%

more popular if not for the
steep toll imposed on those
choosing this path.

It seems likely that the choice

to work a side job is driven more by financial
need than a desire to splurge on luxuries. In
any case, such a decision involves hefty trade-
offs, including added stress, a skewed work-
life balance, and potentially burnout. It is
somewhat odd, then, that our tax system,
meant to enhance fairness through tax redis-
tribution, extends its progressively higher
rates even to earnings made in a second job.
This thwarts the efforts of these workers to
improve their financial situation by under-
cutting the modest earnings they toiled for
and depend on.

The latest figures from Statistics
Canada show that about one

million workers are juggling
multiple jobs.

Table 1shows the average marginal tax rates
on side incomes from paid work, exposing
the significant tax burden on additional
earnings in Ontario and Quebec. Full-time
workers in Ontario earning under $50,000 at
their main job lose over 20 cents of every
hard-earned dollar from their second job to
taxes. In the next bracket, up to $70,000, this

1 The tax calculations are based on the combined federal and provincial rates for 2022, factoring in basic
personal credits. The Average Marginal Tax Rate is calculated as the additional tax on secondary earnings
divided by the estimated average secondary income ($18,500). Estimates are from the author’s analysis of the
December 2022 Labour Force Survey's Public Use Micro Data files.

burden rises to over 28 cents. In Quebec, the
figures show an even higher burden, about
7.5 percentage points more in all brackets.

The calculations are based on the 2022 tax
year, when the latest data were available. It
must be noted though that, as part of its
2023 budget, the government of Quebec
lowered its first two income tax rates by one
percentage point each. This reduces the gap
between it and Ontario to 6.5 percentage
points.

Note that even at the higher bracket, these
are not the wealthy one percent, but rather
middle-income workers who are far from
immune to the soaring cost of living. It is
painfully obvious that those working multiple
jobs are heavily penalized for their persever-
ance. Clearly, there is a need for tax policies
that help, rather than hinder, those simply
seeking some financial stability.

A TAX HOLIDAY FOR SECOND JOBS

TO HELP THE HARD-WORKING

There is an inherent unfairness to the tax
burden borne by those with secondary
employment, compared to workers who can
obtain overtime pay at their main job or
benefit from tax breaks for their extra hours.
Roughly 11% of workers have access to paid
overtime,® while a growing number—28%, up
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from 13% in 2022—are actively providing their
services in the expanding gig economy.?

Any additional marginal taxes incurred by
the first group are more than offset by earn-
ing 1.5 times their normal pay for overtime
hours. As for the second group, they enjoy
the perks of being deemed independent
contractors, which means they can deduct
all work-related expenses—from vehicle and
home office costs to meals and smartphone
bills, and even mortgage interest.

The need to level the playing field is evident,
as there is no similar tax alleviation for second-
job employees in paid work. A resetting of
the marginal tax rate on secondary jobs
would be a pragmatic and sensible solution
to offer much-needed financial relief and not
penalize those who need to work more. At
the same time, the ability to pocket a bigger
share of any extra earnings could entice
more people to work (or work more) and
ease the persistent labour shortage.

To be specific, the rate applied to secondary
income should start at the bottom rung of
the progressive tax ladder, as if these were
the first earnings of the year. Ideally, eligibil-
ity criteria should target multiple job holders
in the low- to middle-income range, engaged
in paid employment, with a full-time main
job and at least six months of steady work in
that role. This will make sure the policy zeros
in on those genuinely in need, primarily
those balancing family and personal finan-
cial commitments all while coping with bal-
looning living expenses and slow-to-rise
wages.

The bottom half of earners are more likely
to hold a second job anyway, signifying a
greater need for additional income.!° Thus,
the natural threshold for the policy is this
group’s average labour market earnings.
Multiple part-time job holders are not tar-
geted as their lower incomes are already
taxed less, but also because almost 60% are
either self-employed or not permanently
attached to the labour market—young,
elderly, students, or with other non-economic
reasons—with about 40% of this subset
reporting part-time as a personal
preference.

Implementing this proposed policy would
not entail any heavy administrative burden.
An infrastructure is already in place to mod-
ify the amount of taxes withheld from their
paycheques using the TD1 form and its prov-
incial variants. An additional section with a
simple checkbox could be added to the
forms so workers with a second job could
claim the tax holiday. To validate claims, tax-
payers could provide recent paystubs or a T4
slip to verify their full-time status. This means
that the reward for their extra work would be
reflected on their next paycheque.

This is important, as it aligns with a general
economic principle by which the reward
used to incentivize a particular behaviour
must be closely timed. Thus, the potential
policy effect of motivating increased work-
force participation is enhanced, and with fair
payment, in line with how overtime and con-
tract workers are compensated.

ESTIMATED IMPACT ON TAX REVENUE

What is the impact of this policy on govern-
ment revenues? This can be assessed by esti-
mating how much tax revenue would be lost
when the reset policy is applied to secondary
earnings for eligible full-time workers.

There is an inherent unfairness to

the tax burden borne by those with
secondary employment.

The method for assessing the revenue impact
is straightforward: The total revenue loss (per
bracket) is equal to the average difference
between taxes payable with and without the
reset, multiplied by the number of multiple
job holders in each bracket. Totals for each
bracket are then summed.

Figure 1shows the revenue implications for
the federal government. It would be com-
mendable if provincial governments also
provided similar tax relief, and for illustration
purposes, the figure shows the potential tax
revenue impact in the two largest provinces,
Ontario and Quebec.
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The calculated figures for
taxes payable are based on
the 2022 federal and provin-
cial rates, and account for the
basic personal exemption
amounts in the respective
jurisdictions, with an esti-

Figure 1

mate of $18,500 for secondary #1200
earnings. All estimates were

obtained from an analysis of s1000
the December 2022 Labour

Force Survey.? (For detailed L e
calculations, see Appendices S
1and 2 on the MEI's website.) g ¥
The federal government

would forego $981.1 million in $400
tax revenue, while the fiscal

shortfall for Ontario and $200
Quebec would be $123.4 mil-

lion and $202.1 million, %0

respectively.

It is important to consider
any offsetting effects, and to
also put the estimated
impact in perspective. To the
extent that this tax holiday encourages more
people to join the workforce (or to work
more), the greater economic activity and ele-
vated sales tax revenues would mitigate the
policy’s reduction in tax revenues. Moreover,
in contrast with the federal government’s
recent quick fix payout schemes—such as
the doubling of the GST credit for six months
and the grocery rebate—this policy offers a
more long-term solution. Those other poli-
cies, each with outlays of around $2.5 billion,'?
dwarf the anticipated revenue drop from the
proposed reset policy, and their reach is
moreover limited to low-income Canadians,
neglecting the struggling middle class.
Another point to consider is that the reset
policy’s lower tax burden might make people
more likely to report their side-job earnings,
leading to improved tax compliance and
more accurate labour market statistics.

CONCLUSION

Canadians’ economic strain is both painful
and real. In their bid to regain financial stabil-
ity, many are contemplating or have felt
compelled to take on side jobs, only to see
their perseverance unfairly punished by

Reset policy’s projected tax revenue loss

by jurisdiction (millions of $)

$981.1

$202.1
$123.4

Federal Ontario Quebec

Notes: These estimates are based on 2022 federal and provincial rates, accounting for basic personal
exemptions. The calculations assume an average secondary employment income of $18,500. These figures
represent a weighted average based on the differential revenue losses and the distribution of workers
across various income categories. For detailed calculations, see Appendices 1and 2 on the MEI's website.

steep marginal taxes. Real solutions are
needed, not quick-fix payouts that do little to
alleviate hardship or address employers’
challenges finding workers.

Greater economic activity and
elevated sales tax revenues would

mitigate the policy’s reduction in
tax revenues.

A marginal reset of the tax rate on second
jobs promises broader and more lasting
relief, and can play a role in addressing our
acute labour shortages. It also levels the play-
ing field by reducing the tax burden for paid
full-time workers with second jobs to bring it
in line with the benefits already enjoyed by
those eligible for paid overtime and the
deductions allowed for the self-employed.
This is a tangible, easy-to-implement solution
that acknowledges and rewards Canadians
for their economic resilience.
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