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About This Report 
This report was written by Sheryl Shum, consulting for BSR. The author conducted this study as 
part of a program of professional education at the Goldman School of Public Policy, University of 
California at Berkeley. This paper is submitted in partial fulfillment of the course requirements for 
the Master of Public Affairs degree. The judgments and conclusions are solely those of the author 
and are not specifically endorsed by the Goldman School of Public Policy, by the University of 
California or by any other agency. Any errors that remain are those of the author’s. Please direct 
comments or questions to Sheryl Shum at sheryl.shum@berkeley.edu or Roger McElrath at 
rmcelrath@bsr.org.   

The inspiration for this study was borne out of the author’s growing interest in the private sector’s 
role in public policy and her deep-seated belief that businesses, particularly the tech industry, play 
a critical role in building a more just and sustainable world. While much has been written about 
technology replacing humans in the future, less is known about the labor-intensive process of 
data labeling, upon which AI and ML tools are built. This report is therefore an effort to facilitate 
understanding of the global data labeling industry and the nature of the data supply chain and 
shed light on the invisible human work that drives the “magic” of AI.   

The report also applies an impact sourcing lens to the global data labeling industry, focusing 
specifically on data labelers who do crowdwork and/or work on a contract basis. It suggests a set 
of guidelines that companies who hire contract labor to complete data labeling tasks can use to 
meet the impact sourcing goal of creating good jobs for those most in need across global supply 
chains. 

While the report focuses on the data labeling industry, the analysis and recommendations may 
have wider application in other parts of the gig economy in general. The hope is that this report 
will provide a good basis for further research and engagement with stakeholders and help to 
advance BSR’s work in different workstreams.  
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DISCLAIMER 

BSR publishes occasional papers as a contribution to the understanding of the role of business 
in society and the trends related to corporate social responsibility and responsible business 
practices. BSR maintains a policy of not acting as a representative of its membership, nor does it 
endorse specific policies or standards. The views expressed in this publication are those of its 
authors and do not reflect those of BSR members. 

 
Working papers contain preliminary research, analysis, findings, and recommendations. They are 
circulated to stimulate timely discussion and critical feedback and to influence ongoing debate on 
emerging issues. Most working papers are eventually published in another form, and their content 
may be revised. 
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We live in a world defined by rapid advances in artificial intelligence (AI) and 

automation. Technology has infiltrated almost every aspect of our daily lives, 

changing the way we shop, travel, communicate and work. When we think about 

the future of work, we think of a world where automation replaces tasks currently 

carried out by humans, potentially displacing a large proportion of the workforce. 

We often do not consider the current reality, where millions of humans in low-cost 

markets are labeling the very data used to train algorithms that may replace them 

one day. This report sheds light on the global data labeling industry, the 

emergence of crowdwork and the conditions faced by millions of freelancers that 

power AI development. It recommends guidelines for companies to address the 

negative impacts of crowdwork, building on the existing Impact Sourcing Standard 

adopted by the Global Impact Sourcing Coalition.  

The promise of AI cannot be realized without huge volumes of clean, accurately labeled data. At 
the current stage of AI development, functioning AI cannot be achieved without humans as 
computer algorithms are unable to label data accurately on their own. This work has given rise to 
a new category of labor known as “crowdwork”, where work is broken up into small, repetitive 
tasks that can be completed in a short amount of time and distributed online to a large, 
anonymous, globally distributed workforce. This is the model of data labeling work today. In a 
typical AI project, 80% of time is spent on the data preparation phase, including 25% on data 
labeling.1 The industry is set to grow from US$1.7 billion in 2019 to US$4.1 billion in 2024.2  

While the exact numbers are not known, the data labeling industry is thought to have created 
millions of jobs globally, in both developed and developing countries. Only a small number of 
companies hire full-time employees to carry out this work, and the majority of the workforce is 
made up of freelancers who find work on crowdworking platforms. These individuals are attracted 
to the flexible nature of crowdwork, allowing them to work from home on their own time. Data 
labelers in developing countries are also happy that crowdwork gives them access to clean tech 
jobs that can help them advance their lives and careers.  

However, crowdworkers also face a deep sense of insecurity and precarity because of the 
conditions of the work. As freelancers, crowdworkers are frequently not covered by existing 
employment and labor laws. Pay is often below minimum wage and there is insufficient work, 
especially well-paid tasks, making underemployment a serious issue.  Crowdworkers do not 
receive any benefits and protections beyond pay. They are also often at the mercy of the 
                                                 
1 Cognylitica, “Data Preparation & Labeling for AI 2019,” Report, January 31, 2019. 
2 Cognylitica, “Data Preparation & Labeling for AI 2020,” Report, January 31, 2020. 
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algorithms that manage the platform, with no way of appealing decisions made over non-payment 
or account deactivation – decisions that affect their livelihood. These conditions undermine the 
dignity of crowdwork. Crowdworkers are simply regarded as backstops to AI algorithms making 
them invisible to the public.  

It is crucial to address the underlying problems and asymmetries that exacerbate the precarity 
and insecurity of crowdwork in the growing data labeling industry. This can help better position 
crowdwork as an engine of economic advancement. The projected growth of third-party service 
providers in the industry provides an opportunity to enact change. By serving as intermediaries 
between the client and the crowd, these service providers are in a position to improve the working 
conditions for members of their crowd. By doing so, they can impact the millions of freelancers 
that work for them.  

Building on the foundational principles of the BSR Global Impact Sourcing Coalition (GISC)’s 
Impact Sourcing Standard, this report suggests a bundle of guidelines that companies that hire 
freelance data labelers can adopt to address the prevailing problems of crowdwork. These include 
providing comprehensive worker training; paying a fair, living wage; having transparent, easily 
understandable terms of services; having transparent assessments and channels for redress, 
allowing the freedom of association and implementing a transparent reputation system where 
workers can rate the provider and client to improve accountability. These guidelines can be 
codified into a new Code of Conduct for Improving Crowdwork for Freelance Labor and to get 
broader buy-in from the wider BSR membership and investors.  

In addition to recommending guidelines that companies can adopt, the report also lists issues that 
are beyond the scope of companies but are still important for stakeholders to address collectively. 
These include issues of classification, social protections and benefits and the provision of social 
and physical infrastructure.  

The hope is that this report will spark more conversations among BSR member companies, the 
tech community and the wider policy community on addressing the problems of crowdwork today. 
The overarching goal is to make AI development sustainable for all involved, down to the last 
worker in the data supply chain.   
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1 The Problem with 
Crowdwork Today 
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Artificial intelligence runs on data, and data is currently labelled by humans. The 

burgeoning AI industry has therefore given birth to a new, labor-intensive industry 

known as data labeling. To a large extent, the data labeling industry today is 

synonymous with a new outsourcing paradigm known as “crowdwork”, where 

humans complete small “Human Intelligence Tasks” that computer algorithms are 

unable to handle. Crowdwork is carried out by a large, anonymous and 

decentralized global workforce that exists in a grey area of employment. A key 

question to ponder is whether crowdwork democratizes work and brings jobs to 

the masses, or whether it exploits the disempowered?3 

Humans in the Loop  
Namita Pradhan sat at a desk in downtown Bhubaneswa, India, staring at a video of the inside of 
someone’s colon. She was looking for polyps, small growths in the large intestine that could lead 
to cancer. When she found one, she drew a digital circle around it with her computer mouse and 
keyboard. Namita was teaching an AI system how to recognize something only a doctor could in 
the past.4 Halfway across the world in Nairobi, Brenda does a similar job labeling images to 
develop AI for self-driving cars. Brenda works for Samasource, a San Francisco-based company 
that brings data labeling work to poor areas in Africa and India. Brenda lives in Kibera, one of the 
largest slums in Africa. She catches a bus to Samasource’s delivery center on the east side of 
Nairobi every day, where she spends her eight-hour shift marking out elements like road signs, 
cars, lane markings and people in images.5  

There are millions of workers like Namita and Brenda all over the world, doing the invisible work 
that powers the “magic” of AI. Humans vet almost every piece of data fed into neural networks, 
and the amount of data that needs to be labeled is staggering. Take self-driving cars for example. 
Intel estimates that an autonomous vehicle generates around four terabytes of data in one and a 
half hours of driving – the average amount of driving done by a person a day.6 All this data needs 
to be labeled, analyzed and fed back to algorithms so that cars can learn to think and react like 
humans without the need for a human driver. This means thousands and thousands of human 
hours of work. And self-driving cars is just one use case. AI solutions are being developed in 
almost all industries today, including manufacturing, healthcare and retail.  

                                                 
3 Brent Lessard, “The Problems with Crowdwork Today,” Medium (blog), July 10, 2018. 
4 Cade Metz,. “A.I. Is Learning from Humans. Many Humans". New York Times, August 16, 2019.  
5 Dave Lee, “Why Big Tech Pays Poor Kenyans to Programme Self-Driving Cars,” BBC News, November 3, 2018. 
6 Kathy Winter, “For Self-Driving Cars, There’s Big Meaning Behind One Big Number: 4 Terabytes,” Intel Newsroom, April 14, 2017. 
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A sizeable proportion of the data labeling workforce is found in countries where the cost of labor 
is low, such as India, Philippines and certain countries in Africa. Data labeling teams in these 
countries can run into the thousands, with some companies managing teams of 50,000, drawing 
from a pool of over one million annotators worldwide.7 Growing numbers of data labelers are also 
found in developed countries like the US and in Europe, attracted by the flexible nature of the 
work.  

Ironically, a large, global industry of human workers is currently powering the 

development of the very deep-learning algorithms that may replace them in the 

not-too-distant future. 

CROWD WORK, INVISIBLE WORK 

Anthropologist Mary Gray and computer scientist Siddharth Suri call the labor provided by 
humans to develop AI systems “ghost work” as they are often intentionally hidden and frequently 
overlooked. 8 A new lexicon has developed to describe the type of ghost work that the new AI 
economy brings – crowdwork, microtask, crowdsource, microwork. All essentially refer to 
work that is broken up into small, often repetitive tasks that can be completed in a short 
amount of time and outsourced to a large, flexible workforce. While crowdwork is on-demand 
in nature, meaning that clients can get work fulfilled as and when they “demand” it, it is distinct 
from the “on-demand” economy, where work is fulfilled in person and there is a higher degree of 
specialization (such as food delivery, ride-share, dog-walking, handyman services).9 It is also 
distinct from online freelancing, which refers to the contracting of professional or technical 
services from individuals.  

Inherent in the term “crowdwork” lies the economic motivations that underpin its growth. A large, 
geographically distributed workforce allows tasks to be fulfilled at all hours and therefore 
accomplished quickly. Integrating high and low-wage markets puts downward pressure on wages 
so tasks can be fulfilled cheaply. The relationship between the company that sets the task and 
the person that completes it lasts only as long as the duration of the task, generating no further 
obligations on the company’s part.  

Crowdwork is a key characteristic of the data labeling industry. A software platform coordinates 
the work between companies that request the work and the individuals that do them. Larger 

                                                 
7 Nicola Croce and Moh Musa, “The New Assembly Lines: Why AI Needs Low-Skilled Workers Too,” World Economic Forum, 
August 12, 2019. 
8 Mary L. Gray and Siddharth Suri, Ghost Work: How to Stop Silicon Valley from Building a New Global Underclass”, Boston: 
Houghton Miffling Harcourt, 2019, Kindle eBook. 
9 Ruth Berins Collier, V.B. Dubal, and Christopher Carter, “Labor Platforms and Gig Work: The Failure to Regulate,” SSRN Electronic 
Journal, September 2017. 
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projects are disaggregated into small microtasks that can each be done by an unskilled worker in 
the “crowd” quickly. Workers scour the platform for tasks to complete. Once completed, the worker 
is paid for the task.  

CASE STUDY 

 
Amazon Mechanical Turk 

 
Established in 2005 as the first crowdworking platform, Amazon Mechanical Turk (MTurk) 
remains one of the most prominent crowdworking platforms today. MTurk claims that they 
have a workforce of about half a million, but studies found there to be about 100,000 to 
200,000 active “Turkers” (referring to the freelance workers on the MTurk platform), with 
several thousand working at any one moment. About 50% of the workforce comes from 
the US, and 40% from India.10 Turkers spend their time doing a myriad of odd jobs, such 
as tagging photos, transcribing invoices, taking part in studies and coming up with 
descriptors for photos and videos, even ones with disturbing imagery. 
 
According to a 2019 New York Times report, Turkers are often paid less than a dime for 
the quick tasks they complete, and there is a daily churn of tasks that pay a penny.11 A 
2016 Pew Research Study found that of the 3000 Turkers surveyed, over half of them 
earned under $5 an hour. Only 8% said that they earned $8 or more an hour.12 Another 
paper calculated that if time spent searching for work and doing abortive work was factored 
in, the median Turker’s hourly wage was just $1.77.13  

That said, many people like working on MTurk because of the flexibility it gives them, 
particularly if they are unable to work in traditional settings due to disability. It also allows 
them to earn extra cash to save up for a purchase or to cover critical needs. 

The proponents of crowdwork extol the virtues of its unyielding free-market nature, where the 
platform allows supply to meet demand to deliver a cheaper, faster and more flexible workforce. 
But as Andy Newman from the New York Times puts it, critics of crowdwork “see a throwback to 
something more Dickensian, where the lack of regulation and accountability keeps workers in the 
dark and on the defensive.”10 Crowdwork makes crowdworkers invisible in three key ways:  

1. Platforms deliberately obscure and abstract away worker identity. On large platforms 
like MTurk, workers are mostly anonymous and autonomous, and requesters cannot 
specify the people who carry out the work. The Application Processing Interfaces (APIs) 
that underpin platform work abstract away all identifying information and personality traits 

                                                 
10 Panagiotis G. Ipeirotis, Demographics of Mechanical Turk, NYU Working Paper No. CEDER-10-01, March 2010.   
11 Andy Newman, “I Found Work on an Amazon Website. I Made 97 Cents an Hour.,” New York Times, November 15, 2019.  
12  Paul Hitlin. “Research in the Crowdsourcing Age,” Pew Research Center: Internet, Science & Tech (blog), July 11, 2016.  
13  Kotaro Hara et al., “A Data-Driven Analysis of Workers’ Earnings on Amazon Mechanical Turk,” ArXiv:1712.05796 [Cs], December 
28, 2017. 
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from a worker, replacing them with an identifier made up of a string of letters and 
numbers.14 This level of abstraction hides the human in the loop, making it easier for 
programmers to forget that there are humans in the data supply chain. 
 

2. Workers are managed by algorithms. On crowdworking platforms, algorithms manage 
almost all aspects of the job, including directing, optimizing and evaluating work. 
Decisions, including decisions directly affecting a worker’s pay and livelihood, are made 
automatically with no human intervention. Workers interact with a “system” rather than a 
person, depriving them of an opportunity for feedback, complaint and redress. There is 
low transparency and workers do not know how the algorithms that manage them are 
programmed.15 
 

3. Crowdwork is not covered by existing employment and labor laws. Crowdworkers 
are considered independent contractors, falling into a regulatory grey area in many 
countries and jurisdictions. It is difficult to determine exactly how many crowdworkers are 
there and what their circumstances are, making it more challenging to understand their 
problems and design regulation that protects them while not hampering their livelihood.  

The central problem that results is that the industry is largely an ungoverned space 

where worker problems are not well understood, accountability is masked, and 

standards are lacking. These conditions dehumanize the workers and puts them 

in a precarious position, unable to share in the vast and lucrative enterprise of AI 

development. 

 

 

                                                 
14 Gray and Suri, Ghost Work, chap. 1. 
15 Janine Berg and Marianne Furrer et al,“Digital Labour Platforms and the Future of Work: Towards Decent Work in the Online 
World,” Report, ILO, September 20, 2018, 8.  
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I realize that we’re meant to be an anonymous 

workforce. But that anonymity can create an atmosphere 

where requesters don’t treat us respectfully.16 

- Mills, Amazon Mechanical Turk worker 

Behind the Veil of On-Demand Work    

PROBLEMS 

The nature of digital crowdwork gives rise to a different set of human rights concerns than those 
experienced in other industries built on low-cost labor. There have been no documented instances 
of child or forced labor. Data labeling does not usually put workers in physical danger and work 
conditions to not relegate workers to chronic poverty. Many data labelers, including those in the 
developing world, are happy that technology has given them access to work that they were not 
able to before. Data labeling also gives groups that cannot access traditional work, such as 
women or the disabled, the chance to engage in productive, income-generating work from home. 
Indeed, to highlight only the dystopian aspects of data labeling crowdwork without acknowledging 
the benefits it brings to its workers would be disingenuous.  

At the same time, even though the positives of crowdwork outweigh the negatives for many, the 
problems of crowdwork still need to be addressed, particularly since the industry is poised for 
major growth. There are serious, structural issues that give rise to fundamental inequities that are 
inherently unjust. Based on numerous studies and surveys of crowdworkers, the main complaints 
are as follows: 

1. Pay is too low. An International Labor Organization (ILO) survey of 3,500 workers from 
35 countries across 5 crowdworking platforms found that a substantial proportion of 
workers earned below their local minimum wage. In 2017, a worker earned just US$4.43 
per hour when only paid work was considered. When unpaid hours are taken into account, 
the average wage was just US$3.31 per hour.17 Including unpaid hours is important 
because workers have to spend a substantial amount of time locating and qualifying for 
tasks before they are even able to do the task for which they are paid. Accounting for 
unpaid hours thus paints a more accurate picture of time spent at work. However, these 

                                                 
16 From the “Dear Jeff Bezos” email campaign on www.wearedynamo.org, accessed May 13, 2020. 
17 Berg and Furrer et al, Digital Labor Platforms and the Future of Work, 49-50. 

http://www.wearedynamo.org/
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overheads dramatically reduce the actual hourly rate received. Even if platforms may 
promise to pay at or above minimum wage, accounting for unpaid time will invariably bring 
the real wage rate below that level.  

 
2. Irregularity of work and “hypervigilance”. Crowdworkers surveyed felt that there was 

insufficient work, especially well-paid tasks. As a result, workers who rely more heavily on 
crowdwork for income must cultivate a sense of “hypervigilance” to find and complete good 
work on a platform.18 They usually need to spend hours wading through suspicious offers 
to search for legitimate work. The most hypervigilant workers are the most rewarded. But 
this often means that they are tied to their screens scanning for jobs, day and night, all of 
which is unpaid time. In many ways, hypervigilance makes the vaunted flexibility of 
crowdwork an illusion.19  

 
3. Low transparency and lack of redress. Workers often do not know the identity of their 

client or the purpose behind their task. Sometimes, there is also a lack of information about 
what exactly needs to be done and to what standard.20 Such vagueness can be very costly 
to workers, especially if the task is rejected and the worker is ultimately not paid for their 
work. This is exacerbated by the lack of a feedback channel, appeals or dispute resolution 
mechanism. Workers often have no way of reaching out directly to the client to seek 
clarifications or to contest non-payment or account termination. Platforms assume no 
responsibility in what they consider arrangements between client and worker.  

 
4. Lack of social protections. In most countries, data labelers are classified as independent 

contractors and receive no additional benefit or protections beyond their pay. This means 
that workers who depend on crowdwork as their main source of income lack social security 
coverage. According to an ILO survey of MTurk crowdworkers in India and the US in 2015, 
38.1% of US crowdworkers and 64.7% of Indian crowdworkers who depend on crowdwork 
as their main job do not have health insurance. A mere 8.1% of US crowdworkers 
contribute to a private retirement account and only 9.4% contribute to social security, 
raising questions about financial security and disability coverage. In India, only 13.7% of 
crowdworkers contribute to a provident fund.21 Since social protection systems are 
relatively weak in developing countries, requesters and platform operators face less 
pressure to provide protections when they hire labor from these countries.  

 
5. Lack of career development and advancement. There is a paucity of information about 

the relationship between crowdwork and career advancement, but the general impression 
is that crowdworkers do not typically make a career out of crowdwork, although some have 
been able to transition successfully out to better paying jobs. A related issue is the lack of 
portable reputation systems where workers can build up a portfolio of work ratings and 
reviews. Workers have to start afresh each time they join a new platform.  

                                                 
18 Gray and Suri, Ghost Work, chap.3. 
19 Mary L Gray, “Opinion | The Hidden Global Workforce That Is Still Fighting for an Eight-Hour Workday,” Washington Post, May 1, 
2019. 
20 Richard Heeks, “Decent Work and the Digital Gig Economy: A Developing Country Perspective on Employment Impacts and 
Standards in Online Outsourcing, Crowdwork, etc.,” Working Paper, University of Manchester, 2017. 
21 Janine Berg, “Income Security in the On-Demand Economy: Findings and Policy Lessons from a Survey of Crowdworkers,” no. 74 
(n.d.): 41.16-17. 
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6. Lack of channels for collective bargaining. Crowdworkers “often labor independently, 
in isolation, over geographically expansive areas and in direct competition with one 
another.” Many crowdworkers do not plan to participate long term in the gig economy. 
These factors inhibit collective organizing efforts because workers are hard to reach and 
difficult to engage. Online forums and informal networks of crowdworkers do exist to help 
address the isolation factor, but they do not amount to collective bargaining efforts that 
push for change in worker conditions. The lack of collective bargaining is especially acute 
in developing countries, where labor culture is not very pro-union. Union responses in the 
US and Europe fare much better in attempts to include gig workers and push for systemic 
change on their behalf.22  

7. Discrimination from clients. Some platforms allow clients to decide the profile of their 
workers. This sometimes leads to discrimination based on nationality or gender. A “dual-
banded pay-rate marketplace” has emerged, where better paying tasks are done by 
developed country workers, leaving workers in developing countries with low-paying 
tasks.23 There is some complaint of discriminatory or abusive behavior from requesters, 
although this does not appear to be a widespread issue.  

The core conditions arising from these set of problems are chronic precarity 

arising from the insufficient work and unreliable income streams and structural 

inequality arising from a series of asymmetries.24  

 

ASYMMETRIES 

The problems discussed above stem from an inherently inequitable and uneven distribution of 
power in crowdwork. Transaction costs have not disappeared but have just been transferred away 
from the client and platform to the worker.25 In his paper “Decent Work and the Digital Gig 
Economy”, Richard Heeks identifies five key asymmetries that lead to structural inequality in the 
industry.26  

                                                 
22 Hannah Johnston and Chris Land-Kazlauskas, “Organizing on Demand: Representation, Voice and Collective Bargaining in the Gig 
Economy,” ILO Conditions of Work and Employment Series No. 94, 2019, 1-7. 
23 David Martin, Benjamin V. Hanrahan, Jacki O’Neill and Neha Gupta, “Being a Turker”, Proceedings of the 17th ACM Conference on 
Computer Supported Cooperative Work and Social Computing, February 2014, 8. 
24 Heeks, Decent Work and the Digital Gig Economy, 22. 
25 Gray and Suri, Ghost Work, chap.1. 
26 Heeks, Decent Work and the Digital Gig Economy”, 17-18. 
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1. Value Asymmetry. Economic value and financial benefits flow most to platforms, then 
clients and least of all to workers. This reinforces the inequality between capital and labor. 
Platforms can shift transaction costs to workers, making them bear the burden of having 
the infrastructure to participate in the industry, keeping up with training and skills-building 
in order to complete the task, and having social protections. Yet, platform and clients are 
able to reap the benefits and extract value from the work of labor units for which they claim 
only partial responsibility.  

2. Risk Asymmetry. Platforms shift the risk and legal liabilities of work and payment to the 
client and the worker by taking the position that platforms merely match the demand for 
and supply of labor. The worker bears all the risk of searching for and undertaking tasks, 
of insufficient work and non-payment. This is exacerbated by a lack of grievance 
mechanisms and the fact that crowdworkers have no way to negotiate their pay to account 
for the risk.  

3. Resource Asymmetry. Since it falls to the worker to amass the resources they need to 
engage in the industry, individuals that are better resourced tend to get the better jobs. On 
a global scale, this leads to crowdworkers in developed countries getting the better paying 
platform jobs. This ensuing wage inequality is well-documented. According to the ILO 
Survey of crowdworkers in 2017, crowdworkers in the US (US$4.70/hour) and Europe and 
Central Asia (US$3.00/hour) earn more than those in Africa (US$1.33/hour) and the Asia-
Pacific (US$2.22/hour) across five platforms.27 

4. Information Asymmetry. Platforms gather massive amounts of data across the entire 
ecosystem to help it to improve and optimize the performance of its algorithms. These 
algorithms can be used to manage workers, but workers have no access to this 
information. Unlike in a traditional workplace, workers do not know the metrics against 
which they are measured and have no access to the way algorithms monitor them. This 
asymmetry removes agency from the worker and empowers the platform at the expense 
of the worker.28  

5. Power asymmetry. These problems and asymmetries lead to an overall power 
asymmetry between the platform/client and the worker, where the platform and client 
determine the wages and terms of service while the worker has no way of negotiating. The 
oversupply of labor relative to demand also puts downward pressure on wages and 
increases leverage for the platform/client.  

  

                                                 
27 Berg and Furrer et al, Digital Labor Platforms and the Future of Work, 52. 
28 Sangeet Paul Choudary, “The Architecture of Digital Labour Platforms: Policy Recommendations on Platform Design for Worker 
Well-Being,” Research Paper: ILO, May 15, 2018. 
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Theory of Change 
Crowdwork provides many people all around the world with a chance to access flexible work. At 
the same time, the invisible nature of crowdwork and the hidden problems and asymmetries that 
arise pose serious questions about inequities that exist in tech supply chains. These problems 
are too big for any one company or group of companies to tackle. Governments, NGOs, the 
academic community and interest groups all have a role to play.  

This report focuses on what responsible players in the private sector can do to address 
the problems that lurk behind the veil of crowdwork. Companies that directly hire workers are 
in the best position to enact change that directly benefits workers in a quick and lasting manner. 
Building on the practice of impact sourcing, this paper recommends a bundle of guidelines for 
data labeling service providers who hire freelancers on a contract basis. These guidelines can 
form the basis of a code of conduct and standards, to be developed after further consultation with 
stakeholders. Establishing a standard helps to foster objectivity and accountability downstream.  

The hope is that, as the industry grows, these practices will become the industry standard. The 
overarching goal is to build a more sustainable industry where the entire supply chain can share 
in the growth and development of Artificial Intelligence and Machine Learning, down to the data 
labeler at the end of the chain. This is so that data labeling jobs can be a source of economic 
security for the worker, and not compound problems of precarity and volatility.  

Figure 1: Theory of Change 
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2 The Data Labeling 
Industry and Key 
Players 

Photo credit: www.ft.com 
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Data Labeling is the process of preparing tagged data for machine learning. 

Machine learning models are trained to make decisions like humans by 

recognizing patterns in labeled data. Machine learning is what powers the AI 

industry. One of the key bottlenecks in AI development is getting usable data. Over 

80% of time in an AI project is spent on the data phases, including 25% on data 

labeling. Enterprises looking to advance their AI efforts in this market must have 

access to usable, accurately labeled data. This has led to the growth of the third-

party labeling industry. The market for third-party data labeling solutions was over 

$1.7 billion in 2019 and projected to grow to $4.1 billion by the end of 2024.  

Understanding the Industry 
Like many modern industries, the AI industry is built around a supply chain that converts raw 
material (raw data) to a finished product (an AI-powered product). Data labelers are at the 
beginning of the supply chain. They process raw data into a usable form for organizations 
upstream. The AI supply chain is global in nature and traditional outsourcing logic applies. 
Companies headquartered in the global North move labor-intensive data labeling operations to 
low-cost countries in the global South because of the lower cost of labor.  

The AI supply chain currently lacks transparency. Programmers and ML developers who train AI 
algorithms have little to no knowledge of the other stakeholders that help to prepare the data they 
use. Data labelers at the other end of the supply chain often do not know for whom they are doing 
the work. This lack of transparency erodes the accountability that consumers and developers of 
AI products should have towards the people at the end of the supply chain who have less 
bargaining power and enables exploitative labor practices.  

KEY STAKEHOLDERS IN THE AI SUPPLY CHAIN 

The first step to transparency is understanding the key stakeholders in the industry. They are as 
follows. 

• Clients. Clients are on the demand side of the ecosystem and can be any organization 
that requires data labeling. Currently, the demand for online outsourcing is driven by large 
and medium enterprises.29 This includes some of the biggest companies in the world today 
like Google, Uber, eBay, Walmart, Amazon, TripAdvisor, AirBnB, Getty Images, etc. There 
is very little public information about how the private sector manages the procurement of 

                                                 
29 Kuek Siou Chew,  Cecilia Maria Paradi-Guilford, Toks Fayomi, Saori Imaizumi and Panos Ipeirotis, “The global opportunity in online 
outsourcing (English)”. Washington, D.C.: World Bank Group. June 1, 2015. 
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data labeling services or the selection of service providers, and how it oversees the data 
supply chain and the lifecycle of the outsourcing process.  

• Crowdworking Platforms. Crowdworking platforms connect clients with workers. The 
employment arrangement is trilateral in nature, in which the platform mediates the 
relationship between the worker and the client.30 Platforms charge clients fees to post 
work on their platforms. Some platforms may provide additional services such as setting 
up and managing the posting of tasks. Examples of platforms include MTurk, Clickworker, 
Upwork and Crowdflower.  

• Data Labeling Service Providers. These companies are also known as third party 
service providers who specialize in data labeling and provide management of entire data 
labeling project. By inserting themselves between the worker and the client, these service 
providers can exert greater control over the way the project is designed, how data is 
annotated, the quality of labeled data and the quality of the data labeling workforce. As 
data labeling tasks grow more complex and require greater expertise, the demand for third 
party service providers who are also innovating along with the industry will increase. The 
services provided by different companies vary depending on the business models they 
apply. Some provide a specialized platform and tools, while others provide labeling 
services themselves.  

• Subcontractors/Partner. This is a category of service intermediaries, which add another 
layer between the client and the worker. They are usually smaller companies that run 
location-specific operations in a country, city or town and manage a data labeling 
workforce. In a traditional outsourcing model, these subcontractors work either with the 
client itself or with intermediary companies engaged by the client to ensure a steady 
workflow to the client.31 It is hard to know how many subcontractors there are in the supply 
chain. Those that work with data labeling service providers are often referred to as “local 
partners” who run service delivery centers that recruit, train and manage employees.  

• Investors. This category refers to the venture capitalist companies and institutional 
investors that drive technological innovation. These companies fund both the companies 
that form the client base and the data labeling service providers.  

• Workers. There are no exact figures, but the data labeling workforce is believed to number 
in the millions. They are geographically dispersed across over 150 countries (as claimed 
by some providers)32. While some of them are hired as employees, the vast majority are 
freelancers.  

  

                                                 
30 Collier, Dubal and Carter, Labor Platforms and Gig Work, 3. 
31 Liz Meyers, Branka Minic, Linda Raftree and Tanya Hurst, “The Nexus of Microwork and Impact sourcing: Implications for Youth 
Employment,” Report, Banyan Global, March 2017.  
32 Mighty AI, “There’s a better way to label your data: How Mighty AI delivers high quality image annotation at scale”,9.  
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WORKFORCE PROCUREMENT OPTIONS FOR DATA LABELING 

In deciding how to get usable, labeled data sets, companies have to make tradeoffs between 
factors like quality of labeled data, cost, flexibility/scalability of the project and time spent. In 
general, workforce procurement for data labeling work follows four general models.33 

Figure 2: Data Labeling Workforce Options 

Source: Adapted from CloudFactory  

 

• In-House Model: Use an internal workforce to do labeling. Clients who are in sensitive 
industries with data privacy and security concerns may choose to bring the data labeling 
capability in-house. While this method offers the company maximum quality control over 
the entire data process, it is less scalable since the company is working with a finite pool 
of employees and hiring takes time. It is also not cost-efficient, especially if highly qualified 
data scientists are being asked to perform basic, repetitive data work.  

• Business Process Outsourcing (BPO) model: Use vendors and subcontractors to 
provide contract labor while the client company manages work product and the 
workforce. Instead of hiring an internal workforce to do the data labeling, companies can 
manage their own data labeling project while turning to vendors and subcontractors to 
provide the labor pool. There are service providers in the industry that provide the platform 
on which companies can build and curate their labor pools (e.g., Figure Eight). This gives 
the company a greater measure of control than crowdsourcing, but yet maintain scalability.  

• Third-Party Provider model: Use a third-party service provider that specializes in 
data labeling to manage the entire project, including providing the workforce. These 
providers usually have trained and curated crowds of data labelers that they employ for 
projects to better assure the quality of labeled data. Since these providers have more 
direct interactions with their labeling workforce, they are usually more invested in training 
and ensuring their workers’ welfare. They are also more likely to be impact providers. 

                                                 
33 CloudFactory, “The Ultimate Guide to Data Labeling for Machine Learning”. 
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Some providers use an employment model and others use a freelance model (see next 
section). 

• Crowdsourcing model: Use crowdsourcing platforms to find labor. This method 
allows the company to achieve scalability on-demand and inexpensively. However, data 
quality cannot be assured, as crowdsourced labelers may be untrained. This may require 
the internal team at the company to take on a heavier burden when it comes to quality 
assurance, adding to management costs.   

The following diagram is a schematic of the data labeling industry, reflecting the key stakeholders 
and workforce options.  

Figure 3: Key Stakeholders and Procurement models 
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FREELANCE LABOR 

The vast majority of the global data-labeling workforce is made up of freelancers who work 
on a project or task basis, with the exceptions of in-house employees and a number of data 
labeling service providers who maintain a full-time workforce. The norm among data labeling 
service providers is to offer hourly contract work rather than full-time employment.34 

On the demand side, the main attraction of using freelance labor for data labeling is scalability, 
flexibility and lower cost. On the supply side, freelance data labeling gives workers flexibility to 
choose their own hours. However, the world of freelance labor in data labeling is by no means 
monolithic. A fair amount of business process innovation exists in the continuum between 
crowdsourcing and full-time employment.  

One example is the use of a “curated crowd” instead of crowdsourcing, where the service provider 
“curates” a group of specialized data labelers who are trained in the type of annotation offered by 
the provider and held to certain metrics.35 A curated crowd gives the client and service provider 
greater control over quality and process while retaining the on-demand nature of crowdsourcing. 
It also allows service providers to build a workforce specific to each client’s needs, risk and price 
points. The degree of management and curation of the workforce will differ between providers. 

CASE STUDY 

 
Lionbridge AI’s Smart CrowdTM 

 
Lionbridge AI is a US-based company that provides human-annotated AI training data 
services. Specializing in linguistic feature tagging, gesture and expression labeling, image 
and video captioning and content moderation, Lionbridge AI’s data solutions are powered 
by its carefully curated Smart CrowdTM, with 500,000 annotators spread across 5,000 cities. 
To join the Smart Crowd, prospective labelers go through a simple 5-step process.  
 
Step 1: Register. Answer a few questions about education, areas of expertise, and 
language skills so the Lionbridge AI can match labelers with tasks that fit their skill set. 

Step 2: Complete Skills Evaluation. Applicants are directed to evaluation tests and 
questionnaires depending on the project they request. Applicants must complete at least 
one test to be considered for work.  

Step 3: Receive tasks. Once approved for work, labelers will be contacted when work is 
available. Lionbridge AI will provide the resources labelers need to be successful. 

Step 4: Complete tasks. Labelers can work at their own pace using their own equipment 
 
Step 5: Get paid. Labelers are paid for the task they complete successfully.  

                                                 
34 Kate Kaye, “These Companies Claim to Provide ‘Fair-Trade’ Data Work. Do They?” MIT Technology Review, August 7, 2019. 
35 Ben Christensen, “Crowdsourcing – Using the Crowd: Curated vs. Unknown,” Analytics, June 24, 2019. 
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The following table shows the size of the data labeling workforce of some of the key data labeling 
service providers in the industry today. The table was put together based on publicly available 
information on company websites and news articles. I categorized companies that have some 
measure of qualification, evaluation, management and training for its crowdworkers as offering a 
“curated crowd” solution. These number show that the majority of data labelers are freelancers.  

Figure 4: Hiring Models of Leading Service Providers 

Company Hiring model Size Geographical 
Distribution 

Alegion Curated crowd unknown US, Malaysia, 
Egypt, among 
others 

Appen Curated crowd 1 million freelancers 130+ countries 

CloudFactory Curated Crowd 3000 freelancers Nepal, Kenya 

DDD Employment 1000 employees  Cambodia, Laos, 
Kenya, Philippines, 
Gaza 

Hive Crowdsourcing 1 million 150 countries 

iMerit Employment 3000 employees36 India, Bhutan, US 

Labelbox Curated crowd and 
Outsourcing 

unknown unknown 

Lionbridge AI Curated crowd 500,000 freelancers 27 countries 

Mighty AI Curated crowd 500,000 freelancers 150 countries 

Playment Curated crowd 300,000 freelancers Mostly India 

Samasource Employment  3000 employees37 India, Kenya, 
Uganda 

Scale AI Curated crowd unknown unknown 

    
Market trends suggest that clients will move away from crowd-sourced data labeling towards third-
party service providers in order to mitigate risk and to have greater quality control and 
repeatability. Clients will also want to reduce the cost of labeling and reduce the need for custom 
labeling over time, as they do not view it as the most strategic part of AI development.38 This will 
increase the demand for pre-trained models, pushing an increasing amount of data labeling to 
automation over time. Cognilytica estimates that by 2024, over 30% of current labeling tasks will 
be automated or performed by AI systems. Hence, while the human in the loop will not go away 
any time soon, the demand for humans will be move towards complex labeling tasks.39  

                                                 
36 iMerit, “IMerit Leads off 2020 With New AI Innovation Initiatives and Funding,” GlobeNewswire News Room, February 18, 2020.  
37 Jake Bright, “Samasource Raises $14.8M for Global AI Data Biz Driven from Africa,” TechCrunch (blog), November 20, 2019.  
38 Cognylitica, Data Preparation & Labeling for AI 2019. 
39 Cognylitica, Data Preparation and Labeling for AI 2020.  
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This suggests that the data labeling industry will continue to be dominated by 

freelance labor so that clients can remain nimble in the face of business process 

and technological innovation.  

 

CloudFactory CEO Mark Sears with CloudFactory workers (Source: www.blog.cloudfactory.com) 
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3 Impact Sourcing for 
Freelance Labor 

Photo credit: www.quarterly.insigniam.com 
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The objective of impact sourcing40 is to use employment as a way to lift people out 

of poverty, particularly those who are vulnerable and disadvantaged because of 

long-term unemployment or are living under the national poverty line.41 Impact 

sourcing is particularly relevant and applicable for the data labeling industry. Data 

labeling service providers, such as Samasource, iMerit, and CloudFactory 

pioneered the practice by bringing tech-related work to underserved communities, 

using an employment model. Since the majority of data labeling work is carried out 

by freelancers, it is important to develop impact sourcing guidelines that also cover 

freelance/contract labor. In fact, the growth of third-party data labeling industry as 

an intermediary between clients and workers presents an opportunity to put in 

place ethical digital procurement practices in the AI industry.  

Profile of Crowdworkers 
Before designing guidelines and standards to better address the needs of crowdworkers, it is 
important to understand who they are and why they take up crowdwork. The ILO carried out two 
surveys of crowdworkers on major platforms in 2015 and 2017, covering 51 countries and 75 
countries respectively. The surveys revealed that crowdwork is largely an urban phenomenon, 
with 4 out of 5 workers living in an urban or suburban setting. The surveys also revealed the 
following characteristics of the crowdworkers surveyed42.  

• They are relatively young. The majority of crowdworkers were in the age range 25 to 40 
years old. The average age of crowdworkers was 33.2 years in 2017 and 34.7 years in 
2015. The survey also revealed some regional differences. The average skews younger 
in developing countries – 28 in developing countries and 35 in developed countries. Latin 
America, Africa and the Caribbean generally had younger workers on average than Asia 
or the developed world. 

• Crowdworkers are generally well-educated. Fewer than 18% of those surveyed in 2017 
had a high school diploma or less. About 25% had a technical certificate or some university 
education. About 37% had a bachelors’ degree while 20% have a post-graduate degree 
or higher education. Education levels tended to be higher among crowdworkers in Asia 

                                                 
40 Impact Sourcing is a business practice where a company prioritizes suppliers that intentionally hire and provide career development 
opportunities to people who otherwise have limited prospects for formal employment.  
41 Global Impact Sourcing Coalition. “What is the Impact Sourcing Standard?”  
42 Berg and Furrer et al, Digital Labor Platforms and the Future of Work, 29-45. 
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compared to Africa. About 40% of crowdworkers surveyed in Africa were young and 
currently pursuing university education.  

• While overall turnover is quite high, there is a core of workers who have performed 
crowdwork for several years. Overall, 56% of respondents performed crowdwork for 
over one year in both survey years, and about 29% had more than three years of 
experience in 2017. 

• Crowdwork was the main source of income for 56% of respondents.  Among those 
that had another source of income, most of them are employees of another organization 
or company. A significant proportion had high-skilled jobs as managers and professionals. 
The exception is Africa, where a larger proportion had medium (42%) or low-skilled (27%) 
occupations as a secondary source of income.  

• The top two reasons for doing crowdwork are that it complements pay from other 
jobs and that it allows them to work from home. There were also workers who could 
only work from home because of care responsibilities, gender dynamics (mainly women) 
and health problems. Workers in developing countries were more likely to cite better pay 
than alternatives as a key reason why they engaged in crowdwork. Unemployment, 
particularly among crowdworkers in the US, appeared to be an important indicator of why 
they began crowdwork.  

• Low pay and insufficient work were cited as major sources of dissatisfaction. In a 
typical week, workers averaged 28.4 hours of work, of which 21.8 hours was paid work, 
while 6.6 was unpaid. In other words, a quarter of the time spent on working was unpaid. 
Depending on the platform and location of the worker, workers earned between $1 and 
$5.50 an hour, with US-based workers earning the most. Among those surveyed, 90% 
reported that they would like to do more work than they are currently doing now, and they 
were not able to do so because of a lack of available jobs.43  

• Another main complaint is mistreatment by requesters. Of the crowdworkers 
surveyed, 94% have had work rejected or were refused payment. Platforms were also 
unresponsive to workers’ concerns. 

  

                                                 
43 Berg, Income Security in the On-Demand Economy, 12-14. 
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New Standards for Ethical Procurement of Freelance Labor 

The survey results demonstrate both the suitability of applying impact sourcing to crowdwork and 
the need to do so. Many crowdworkers are young, hardworking and engage in crowdwork 
because of physical, social or circumstantial limitations on finding traditional employment. For this 
group, gainful employment can provide a route out of poverty towards economic advancement for 
their whole family. At the same time, their status as contract workers and freelancers leaves them 
vulnerable to the inherent precarity of crowdwork. To properly position contract/freelance work 
as an avenue for impact sourcing, new practices need to be adopted to address the key 
problems of crowdwork.  

CASE STUDY 

 
Impact Sourcing and Data Labeling – the Samasource story 

Samasource was started in 2008 by Leila Janah as a non-profit with a vision to move people 
out of poverty through digital work. It has since evolved to be a social enterprise that is 
majority owned by a non-profit.   

Samasource’s business model was intentionally designed for measurable poverty 
reduction. To maximize impact, Samasource set up a network of centers with local 
entrepreneurs who shared Samasource’s mission of poverty alleviation and had the 
resources to set up franchises at a cost of $25,000 each. These centers would hire and 
equip workers with the right infrastructure and training, while Samasource would find the 
customers and outsource the work to these centers. Over time, Samasource built its own 
delivery centers in Kenya, Uganda and India and hired its own workers.44  

Samasource developed its own platform known as SamaHub that enables them to upload 
data from clients to send to workers in the delivery centers to clean and monitor progress 
and provide feedback continuously for quality control.  

Samasource rigorously assesses the impact it brings to the communities in which it 
operates. Based on its Q2 2019 impact report, Samasource has trained over 4,500 students 
and lifted over 11,000 workers out of poverty since 2008. This has impacted the lives of 
close to 35,000 dependents. Samasource employees also saw a four-fold increase in 
salaries after leaving Samasource, and 84% had successful outcomes, defined as 
continued formal employment, further education or both.45  

 

                                                 
44 Francesca Gino and Bradley Staats, “The Microwork Solution,” Harvard Business Review, December 1, 2012. 
45 Samasource. “Impact Scorecard Q2 2019”. 
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There are other companies like Samasource whose business model is guided by a desire to 
bring work to poor communities to lift them out of poverty. Headquartered in California with 
delivery centers in India, iMerit is a for-profit data labeling service provider that has pledged to 
build an inclusive workforce from low-income areas. The iMerit workforce is 56% female and 80% 
from impact backgrounds. Moreover, iMerit employees have access to healthcare and insurance 
and have career advancement opportunities. According to iMerit, average family income has 
grown three times post-employment with iMerit and 84% of iMerit employees have financially 
supported a family member to pursue an education.46 DDD (Digital Divide Data) hires 1000 over 
data workers and maintains data centers in Cambodia, Laos, Philippines, Kenya and Gaza. Half 
of their workforce is female and 10% are youth with disabilities.47 All three companies are 
members of the Global Impact Sourcing Coalition (GISC). The goal of providing dignified work to 
impoverished communities as a means of economic advancement is central to their mission.  

ADAPTING FOR A FREELANCE MODEL 

Samasource, iMerit and DDD operate on a full-time employment model. This requires the physical 
deployment of delivery centers and heavy investment in worker training and development. As a 
result, their workforce is smaller than companies that use freelance labor.  

Given the growth in the market for third-party data labeling service providers and the prevalence 
of freelance labor in the industry (see Chapter 2), third-party service providers can lead the way 
in promoting impact sourcing standards for freelance labor. Companies like CloudFactory, 
Appen and Alegion, who are members of GISC and operate on a freelance model, already adopt 
impact sourcing standards in their operations. Their practices can serve as a guide for how 
companies can still positively impact the lives of their crowdworkers while keeping to a freelance 
model.  

By injecting themselves as an intermediary between the client and the crowd, third 

party service providers are in a position to change the working conditions for 

members of their crowd. By doing so, they can impact the millions of freelancers 

that work for them. 

 

 

                                                 
46 iMerit company website, accessed April 28, 2020, https://imerit.net/impact-and-investors/ 
47 DDD company website, accessed April 28, 2020, https://www.digitaldividedata.com/impact/our-model 

https://imerit.net/impact-and-investors/
https://www.digitaldividedata.com/impact/our-model
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Appen hires over 50 persons with disabilities in the Philippines (Source: www.appen.com) 

 

 

The Impact Sourcing Standard (ISS) already articulates the following foundational principles that 
underpin impact sourcing writ large.48   

• The organization should commit to inclusive employment practices (Clauses 1.1, 
1.2, 2.1, 2.2, 2.5), particularly for people who were previously long-term unemployed or 
living under the national poverty line (also known as “Impact Workers”).  

• Impact workers should not bear fees or costs to access employment (Clause 2.3) 

• The organization should adopt written non-discrimination and equal opportunity 
policies (Clause 2.4) 

• The organization should pay Impact Workers at least the minimum total 
compensation required by local law. (Clause 3.1). Organizations are also encouraged 
to provide broad benefits coverage for all employees.  

• Training and professional development opportunities must be provided to enable 
them to thrive and advance in the workplace. (Clause 4.1) 

• Systems should be in place to measure and evaluate the impact on and success of 
Impact Workers. (Clause 5.1) 

  

                                                 
48BSR Global Impact Sourcing Coalition. “Impact Sourcing Standard”, San Francisco, November 2017. 

http://www.appen.com/
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RECOMMENDATION 

This report recommends a new bundle of guidelines that specifically address 

impact sourcing for freelance labor, building on the foundational principles 

articulated in the ISS.  

 

Impact sourcing is arguably more suitable for data labeling service providers who operate on an 
employee-based model. By definition, impact sourcing targets the most impoverished and 
marginalized communities who face multiple hurdles in finding employment. Providers often need 
to bring the work to these communities in a physical sense, such as building delivery centers, 
providing computers and offering internet access. They also need to have better control over 
training and career advancement, so that employment can achieve the desired impact for each 
worker. However, companies hire freelancers precisely because they want to avoid the high 
overhead associated with managing employees and resources. It is a relevant and unanswered 
question whether impact sourcing can really be achieved through freelance crowdwork.  

At the same time, we know that millions of people all over the world are already using crowdwork 
as an avenue towards gainful employment and socioeconomic advancement. The current ISS 
does not adequately address the unique set of problems that freelance crowdworkers face. 
Hence, these guidelines take a first step towards bridging the gap, to better position 
freelance crowdwork as decent, dignified work to communities in need.  

In developing these guidelines, I referred heavily to the existing body of work done by the ILO49, 
the Fairwork Foundation50 and German union IG Metal.51 All of these organizations have 
proposed suggestions for a new code of conduct to cover crowdwork.   

                                                 
49 Berg and Furrer et al, Digital Labor Platforms and the Future of Work. 
50 Fairwork, “Fairwork: Labor Standards in the Platform Economy”, Oxford, 2019. 
51 “Crowdsourcing: Code of Conduct,” accessed March 26, 2020.   
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These guidelines aim to address some of the key labor issues facing data labeling workers who 
are employed on a freelance basis and do not enjoy the same benefits and protections of full-time 
employees. Special emphasis is placed on the needs of “impact workers,” who may come from 
disadvantaged backgrounds. The overarching goal is to create a future of crowdwork that is safe, 
dignified and stable for workers, yet maintaining the inherent flexibility that is valued in freelance 
work.  

Access to Work  
• Companies could explicitly welcome “Impact Workers” to work on their platforms and be 

willing to provide extra support and resources to carry out the tasks. This could include 
working with local NGOs to provide infrastructure and resources, such as internet access 
and computers.  

• Companies should have well-designed worker training aimed at helping low-skilled, less 
educated workers level up so that they are able to access more complex tasks that pay 
well and deliver high quality products. Training should be ongoing so that workers can pick 
up new skills.   

 Pay 
• Companies should pay a fair, living wage that allows the worker to have a simple but safe 

standard of living that supports the individual and their dependents. 

• Pay should be at least the local minimum wage for active hours. Companies should 
endeavor to pay above the minimum wage to account for unpaid hours spent on work 
preparation.52  

• Wages should be paid on time and in real currency. 

• Workers should not be charged any fees for registering to work on the platform. 

                                                 
52 The ILO recommends that pay for freelance employees should average out to 1.5 times minimum wage to account for unpaid hours. 
Berg and Furrer, et al. Digital Labor Platforms and the Future of Work,106. 

 RECOMMENDATION 

Guidelines on Impact Sourcing 
for Freelance Crowdworkers 
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 Working Conditions and Benefits 
• The terms and conditions of service should be transparent and concise and provided to 

workers in an accessible form, in a language commonly used by workers on the platform. 

• Companies are encouraged to address the lack of social protections for freelance workers 
in ways that work for them. These can include, but are not limited to, contributions on top 
of pay, access to insurance, bonus payments, etc.  

• The party contracting with the worker must be subject to local laws and identified in the 
contract so that it is not excluded from liability for harm caused to the worker.  

• Tasks that may be psychologically stressful or damaging to workers should be clearly 
delineated. Companies should provide sufficient psychological support for these workers, 
including counselling and limiting exposure to disturbing content.  

Transparency and Channels for Redress 
• Companies should be transparent about the assessment and approval process for task 

completion. These should be communicated to the worker in writing.  

• Companies should always justify any denial of tasks and non-payment. Denials should be 
based on the project description, with an opportunity for the worker to rework the task if 
circumstances allow. 

• There should be due process for all decisions affecting workers. There should be a 
documented channel of communication between the worker and the platform where 
workers can be heard and can appeal management decisions. 

• All worker appeals should be reviewed by a human platform employee or a neutral third 
party if the employee is unable to be objective.  

• Workers should not have to pay the cost of lost time or work in the event of technical 
problems with the platform.  

Freedom of Association 
• Companies should be open to listening to workers’ concerns and grievances and have a 

documented channel where workers can engage the platform/company in dialogue. 

• Companies should not prevent workers from joining unions or formal/informal networks 
with other workers.  
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Ratings 
• Platforms and companies should implement a transparent reputation system where 

workers can rate the client and metrics are made transparent to current and future 
workers. This will impose a measure of accountability on the client. 

• Platforms and companies should also allow workers to access their task and payment 
history so that they can build a resumé. This can help alleviate the need for a worker to 
start afresh if they switch platforms.  
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ADDRESSING THE BROADER CONTEXT 

These guidelines focus on actions that companies that hire freelance labor are empowered to 
take, but do not address the broader employment context. Resolving issues faced by freelance 
workers may require government intervention, legislative changes or collaborative new initiatives 
between different stakeholders. The following are some pertinent issues that need attention.   

• Classification of workers. One of the biggest issues with gig work is the fact that clients 
and platforms classify freelancers as independent contractors rather than employees, 
thereby releasing them of obligations to pay minimum wage and provide benefits. This 
report does not address the issue of classification, primarily because this is something 
that is beyond the scope of company policy and speaks to prevailing labor laws in different 
jurisdictions. As seen in the case of California’s Assembly Bill 553, which makes it harder 
for companies to classify gig workers as independent contractors rather than employees, 
governments often have to take legislative action to compel companies to reclassify. 
Another reason this report does not focus on classification is that re-classifying gig workers 
as employees risks missing the bigger picture. Many of them choose to freelance because 
they value the inherent flexibility.54 It is more important to address the issues that result 
from misclassification. 

• Social Protections and Benefits. For countries where social protections like health care, 
social insurance and social security are tied to employment, there are no easy solutions 
on how to extend the same coverage to freelance workers. One idea proposed by Steven 
Hill at the New American Foundation is for everyone to have an individual security account, 
which employers can pay into that can then be used to purchase healthcare and 
insurance. This would allow freelancers and people with multiple employers to benefit from 
a portable safety net.55 New Jersey State Senator Troy Singleton has drafted a bill 
proposing a portable benefits system to address the fact that an increasing number of 
people are employed in some form of gig work and are left out of employer-based benefits 
systems.56 Other ideas that move away from an employment-based benefits system, like 
U.S. Senator Bernie Sanders’ “Medicare for All” proposal, may also have some merit here. 
While this is a long way from becoming reality, it is encouraging that the issue of social 
protection for gig workers is being discussed at a legislative level.  

• Social and Physical Infrastructure. Especially in developing countries where much of 
the impact sourcing takes place, government provision of basic infrastructure is often a 
prerequisite for any high-tech industry to take root. Governments who see the potential of 
the data labeling industry to provide good, stable, high-tech jobs and generate tax revenue 
may invest in infrastructure, such as high-speed internet access, delivery centers and 

                                                 
53 Margot Roosevelt, “New California Labor Law AB 5 is already changing how businesses treat workers”, Los Angeles Times, 
February 14, 2020. 
54 Orly Lobel, “The Debate Over How to Classify Gig Workers Is Missing the Bigger Picture,” Harvard Business Review, July 24, 2019.  
55 Steven Hill. “New Economy, New Social Contract”. New America Foundation. Aug 2015. 
56 Troy Singleton, “New Jersey Needs a System with Portable Benefits for Our Gig Economy, Lawmaker Says,” The Star Ledger, NJ, 
February 12, 2020.  
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basic training for technical skills of residents. These efforts will better position its citizens 
to participate in the freelance market for data labeling.  

Next Steps 
The guidelines are just a first step in a long series of actions that must be undertaken to improve 
the circumstances for freelance workers worldwide. Due to the Covid-19 global pandemic, this 
report was limited in the feedback gathered from companies and stakeholders to determine the 
feasibility of the recommendation. The guidelines remain, for now, mostly a product of research. 
The hope is that these guidelines can eventually be codified into a binding Code of Conduct and 
standards for the data labeling industry that can be adapted and applied more broadly to the gig 
industry. In order to realize that, the following key steps should be undertaken.  

Figure 4: Next Steps 

 

In addition, it would also be important to participate in similar efforts by like-minded organizations 
aimed at addressing the issues with gig work and advancing the understanding and adoption of 
ethical supply chains in digital procurement.  

  

Consult 
Stakeholders

• Gather feedback about guidelines from companies who hire freelancers
• Amend guidelines if necessary and finalize

Develop
Code of
Conduct

• Codify guidelines as Code of Conduct for Improving Crowdwork for Freelance Labor
• Develop accompanying standards with metrics for self-monitoring and reporting

Get 
Signatories

• Encourage GISC members to sign on to the Code of Conduct
• Encourage signatories to complete self-assessment

Increase  
Buy-in

• Increase number of signatories among wider BSR membership 
• Consider engaging investors of tech and data labeling companies on Code of Conduct
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Conclusion 
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This report recommends a bundle of guidelines to specifically address impact sourcing for 
freelance labor and to better position freelance crowdwork as a source of decent, dignified work 
for marginalized communities. The goal is the eventual emergence of a new set of norms for the 
data labeling industry as it pertains to freelance crowdwork. To get there, the guidelines need to 
be developed and codified into measurable standards and adopted widely by the key players in 
the AI industry.   

These recommendations have wider applicability beyond the data labeling industry. The problems 
caused by the instability and precarity of on-demand work, examined through the lens of the data 
labeling industry in this report, are common among almost all gig workers. The central tradeoff 
that gig workers are asked to make is stability for flexibility. This can be a devil’s bargain. Flexibility 
is often an illusion as gig workers who depend on such work as their main source of income often 
have to work longer and harder for lower wages. The body of research referenced in this report 
shows that wages are consistently below minimum wage, freelancers lack healthcare and other 
social protections, and workers lack collective bargaining channels to advocate for themselves.  

Human history is replete with examples of technological innovation built on the backs of invisible 
labor. NASA’s successes in space in the 1930s to 1960s were due in no small part to the African 
American women that worked as human computers there. The early days of manufacturing 
depended on scores of assembly line workers to keep factories running. We still depend on 
migrant labor to pick, sort and process our food. An army of Amazon warehouse and delivery 
workers, food delivery and rideshare drivers allow us to get what we need without ever leaving 
the house. Scores of people work in the shadows so that society at large may reap the benefits 
of their labor. Invisible labor benefits businesses because problems do not have to be addressed 
if they cannot be seen.   

Society cannot fix what it refuses to see. It is important to lift the veil of AI development, shed light 
on the data supply chain and confront the externalities that arise from innovation. It is more 
important for us, as everyday consumers of AI products powered on data labeled by human 
hands, to take notice of the invisible labor around us and consider what they do to make our lives 
more seamless. 

This is all the more urgent in the midst of the global pandemic unleashed by Covid-19, where the 
risks of gig work, with low pay and no benefits, are brought to light. As millions of people worldwide 
are plunged into unemployment, and possibly into gig work, the call to find better solutions is 
growing louder. As we collectively ponder about the future of work, this report hopes to contribute 
to efforts to build a more sustainable, just world for all who work in it.  

 

.     .     .     .     . 
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