The Good and the Bad
of the Gig Economy

by Marco Marrone*

t is increasingly evident that technological

innovation is producing epochal transforma-

tions in the economy, not only making here-

tofore unthinkable organizational scenarios
possible, but increasingly affecting society, con-
ditioning the way people work and consume. The
evident aspect of these transformations is the rapid
multiplication of commonly used terms - such as
gig, sharing, or platform - that have enriched the
vocabulary of economics.

In many cases, however, given the contradictions of
the processes that these words attempt to photo-
graph, instead of clarifying, they often end up gener-
ating ambiguity due to their continuous overlapping.
The goal of this brief contribution is to retrace the
debate that has recently developed around those trans-
formations, attempting to clarify some of the princi-
pal concepts that have become commonly used. More
specifically, the goal is not only to define the margins
within which the new trends operate, but also the re-
lationships both between them, and with long-term
processes of economic transformation.

First of all, we will present those socioeconomic fac-
tors that have led to the emergence of the gig econo-
my, i.e. the gradual spread in recent years of occasional
employment relationships. Secondly, we will clarify the
impact of processes of digitalization, focusing in par-
ticular on the rise of digital platforms and their tenden-
cy to multiple these types of employment relationships.
Lastly, we will discuss risks and opportunities that the
spread of these phenomena implies both with regard to
workers, and for traditional economic actors, and also
for society as a whole. In conclusion, we will recall the
need for regulation that is able to both promote and re-
distribute the benefits of technological development.

THE RISE OF THE GIG ECONOMY
he “gig economy” is certainly among the terms
that have spread the most in recent years, by
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THE SCENARIO

which English-speaking literature has attempted to
describe the expansion of occasional employment re-
lationships. As Gerald Friedman notes, in particular
starting with the financial crisis of 2007/2008:

A growing number of American workers are no longer
employed in jobs” with a long-term connection with a sin-
gle company but are hired for ‘gigs’ under flexible’ ar-
rangements as ‘independent contractors’ or ‘consultants’,
working only to complete a particular task or for defined

time [...]7 (1).

The use of the word “gig” is significant, as it comes
from the music world, where it is used to indicate the
particular way musicians are hired, usually being com-
pensated with a lump-sum for a single performance.
‘What Friedman notices is that while in the past that
form of compensation was reserved only to certain spe-
cific professions, today we find many to be in similar
conditions: waiters, deliverymen, bricklayers, graphic
designers, university professors, and numerous other

* Marco Marrone is a Post-doc Fellow at the Center for Humanities and Social Change of the Department of
Management of Ca’ Foscari-University of Venice.

17



professional figures, regardless of whether they are
high or low skill workers.

This growth has been photographed by the Mc-
Kinsey Global Institute (2): in a survey conducted
in Europe and the United States based on over 8,000
questionnaires, it was found that over 160 million peo-
ple, equal to between 20 and 30 percent of the total
active population, habitually performs gigs.

What are the factors that have determined the
growing spread of this type of employment? The
study stresses that the varied nature of this segment
of workers makes it difficult to identify a uniform trend
behind the explosion of the gig economy. Therefore, as
shown in Table 1, if on the one hand we can establish
initial categories of those who perform occasional jobs
as their primary source of income and those for whom
occasional jobs are a source of supplementary income,
on the other, these categories are intersected by the
division between those who come to the gig economy
as the result of a professional choice, and those who
are motivated simply by necessity. In both cases, how-
ever, we see long-term trends that had begun to char-
acterize economic transformations already before the
advent of digital technologies.

Above all, for those who are “free agents” (people
for whom occasional work is their principal source of
income, who freely chose this type of employment re-
lationship), we can see trends already observed by the
researchers who in the 1990s focused on the transfor-

mation of independent work (8). The current situation
has similarities, because this group not only has a high
level of education, but also greater satisfaction given
by the value to the freedom this form of employment
allows. In addition to the transformation of produc-
tion, a decisive role in this case is played by cultural
transformations that have led individuals to prefer em-
ployment free of temporal constraints, despite the fact
that this implies exclusion from instruments of social
protection.

However, that same component represents only one-
third of the total composition of gig workers, a major-
ity of whom perform occasional jobs as a way to sup-
plement their principal source of income (we see this
with “casual earners”, who do it by choice, and also of
“financially strapped” individuals, who are forced to do
such work). Thus the transformations that have taken
place at the cultural level do not by themselves appear
sufficient to explain the rapid growth of the gig econ-
omy. A decisive role is played by the material needs of
individuals, such as the growth of unemployment or
the gradual loss of purchasing power that has affect-
ed workers’ salaries across Western economies. Once
again, Friedman observes:

“The gig economy expanded only when workers lost bar-
gaining leverage with rising unemployment after the col-
lapse of the internet boom. And the gig economy exploded
with the economic collapse and the Great Recession” (4).
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Table 1 - Share of working age population engaged in independent work

30% | 49 millions

14% | 23 millions

Source: James Manyika, Susan Lund, Jacques Bughin, Kelsey Robinson, Jan Mischke, Deepa Mahajan, Independent Work: Choice, Necessity, and the Gig
Economy, McKinsey Global Institute, McKinsey & Company, October 2016, available online: www.mckinsey.com/global-themes/employment-and-
growth/independent-work-choice-necessity-and-the-gig-economy.

Casual earners

' 40% | 64 millions

Financially strapped
16% | 26 millions
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The contraction of salaries, the increasing instabil-
ity of the labor market, and the gradual reduction of
welfare promoted at the policy level in recent years,
are crucial among the factors that have favored the ex-
plosion of the gig economy. This is true above all as re-
gards the component of “reluctants” (those for whom
occasional jobs are the principal source of income, by
necessity); since they are unable to find a stable job,
they find a source of survival in the gig economy.

The performance of occasional work is thus not a
new element produced by the digital era. This is even
truer in Italy, where such activity has long been linked
to the significant position that informal work occupies
in our economy. The interest for the gig economy has
multiplied considerably, though, following the contin-
ued spread of digital technologies. In recent years, we
have seen exponential growth of digital platforms able
to facilitate the encounter of supply and demand for
occasional work services. Thus, although McKinsey
estimates that just 15 percent of gig workers habit-
ually make use of a digital platform, we can expect a
rapid growth of these forms of work due to the spread
of such tools.

FROM THE SHARING ECONOMY TO THE
PLATFORM ECONOMY

he rise of digital platforms represents one of

the most important consequences of what some
authors have called the “new machine age” (5). The
spread of algorithms has in fact allowed for the forma-
tion of organizational infrastructure not only able to
facilitate intermediation between supply and demand
of goods and services, but that allows for reconfig-
uring those transactions around the centrality of the
platform. Thus, especially in the initial phase of the
debate, a substantial amount of literature developed
around the ability of these technologies to give life
to an economy based on the principle of sharing, i.e.
an economy that departs from relations of a proprie-
tary nature and rigid bonds of reciprocity. However,
the definition of “sharing economy” quickly shows its
ambiguity, since:

“according to an initial rigorous meaning, the expression
“sharing economy” was reserved exclusively to those prac-
tices that are placed outside of the market [...7] but the same
definition was used in a broader sense, to include market
and profit models in which the platform earns from the in-
termediation activity, generally taking a commassion on each
transaction” (6).

In recent years though, digital platforms have grown
not only in number, but also in terms of market value,
attracting larger investments and making the defini-
tion of sharing economy inadequate to represent the
transformations underway. In such a scenario, more
than simple infrastructure for intermediation placed
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at the margins of the market, platforms emerge as a
distinct organizational model able to combine both
the horizontal characteristics of the market, and the
vertical nature of business. They become a particularly
effective and efficient organizational structure that has
rapidly asserted itself in the economic field, emerging
as one of the hegemonic models.

Following that multiplication, there have also been
numerous attempts to standardize the different types
of platforms. Some have classified them based on their
mission, dividing for-profit and non-profit platforms;
some based on the type of transaction, i.e. whether
paid or free, or starting with the diversity of the pro-
duction process, differentiating between “crowdwork”,
services performed remotely as happens for Amazon
Mechanical Turk, and “work-on-demand”, as in the
case of platforms for food delivery or care work (77) in
which the service is performed in person. There are
also those who have proposed more a detailed classi-
fication, such as Srnicek (8) for example, who start-
ing with the way in which different platforms use the
mass of data produced by interaction with users — the
principal resource that moves the platform economy —
created five different types. Apart from the single clas-
sification proposals, what interests us here is the ex-
tremely varied nature of the world of digital platforms;
they are able to offer not just low value added servic-
es, as with home delivery, care work, or short-term
rentals, but also skilled services performed by highly
qualified workers such as engineers, accountants, and
other professionals willing to provide services on an
occasional basis.

In other words, the rapidity and variety with which
platforms are developing makes the “platform econo-
my” an umbrella expression able to indicate multiple
types of transformations that at this time are impossi-
ble to uniformly define. Thus, if on the one hand this
expansion expresses an actual trend towards plai-
Jormization (9) of the economy; i.e. a general process of
organizational transformation in response to techno-
logical innovation that involves a broadening sphere of
businesses, on the other it risks once again generating
ambiguity around the borders and meaning of the pro-
cesses underway.

RISKS AND OPPORTUNITIES
OF THE PLATFORM ECONOMY

he explosion of platforms, and of their conflicts

with workers — in food delivery in particular —
has stimulated a substantive debate also regarding
the risks that their success entails. In particular, while
on the one hand platforms are causing a formaliza-
tion of activities historically carried out informally, on
the other, workers seem to still be affected by those
conditions of poverty and insecurity that character-
ize informal work. As Alex J Wood and his colleagues
stress:
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“Normative disembeddedness leaves workers exposed to
the vagaries of the external labor market due to an absence of
labor regulations and rights. It also endangers social repro-
duction by limiting access to healthcare and requiring work-
ers to engage in significant unpaid ‘work-for-labor’” (10).

The organizational model that characterizes plat-
forms seems to evade the current structure of labor law.
As the debate in this field indicates, platforms operate
in a gray area lacking clear rules both in performing
the service, and regarding the possibility for workers
to have access to instruments of social protection. On
the one hand, workers are forced operate under the di-
rection of digital algorithms, thus having to face some
of the typical risks of subordinate employment, while
on the other, being classified as independent work
prevents them from having the right to the protec-

tions associated with those risks. In other words, in
the absence of regulation able to extend worker access
to fundamental protections such as a minimum wage,
injury protection, and labor union representation, the
risk that the multiplication of platforms entails is that
of a growth of the number of individuals who lack the
possibility of access to social protection both inside
and outside of the workplace.

However, this is not the only risk that the rise of
digital platforms produces towards workers. Rather,
the use of algorithms not only allows for the elusion
of the traditional regulation of employment relation-
ships, but also impacts the performance of the work
itself, that tends to undergo a process of intensification.
Again, Wood and his colleagues note:
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Algorithmic management techniques tend to offer work-
ers high levels of flexibility, autonomy, task variety and com-
plexity. However, these mechanisms of control can also result
in low pay, social isolation, working unsocial and irregular
hours, overwork, sleep deprivation and exhaustion” (11).

In other words, the use of algorithms for functions
such as monitoring work performance or the defini-
tion of classifications based on productivity not only
risks shifting a significant portion of business risk to
the workers, including risks linked to occupational in-
juries, but also ends up producing an increase of the
same.

Yet workers are not the only ones who have to deal
with the risks linked to the expansion of platforms.
Given the lack of constraints on their activities, the ef-
fects of increasing concentration of power in the hands
of platforms are also suffered by traditional economic
actors such as restaurants and hotels. This is a pro-
cess that not only reduces their profit margin while
favoring the platforms, but that ends up creating a
relationship of dependency that traditional economic
actors are always hard pressed to avoid. Secondly, as
the recent news of Amazon’s 600 million dollar invest-
ment in food delivery attests, significant transforma-
tions are also taking place inside the platform economy
itself. While at the start it was populated by a galaxy
of startups and small local financing, the current situa-
tion is characterized by multinational actors with con-
siderable financial resources. The scenario that seems
to emerge is that of a great war of platforms, where a
few multinationals mobilize large resources with the
goal of reaching a monopolistic position. In such a sce-
nario, startups and local initiatives appear to have little
margin for survival, thus risking being bought out or
expelled from the market.

Despite those risks though, the potential offered by
the exponential growth of technological development
still appears largely unexplored. Indeed there are nu-
merous experiences of “platform cooperativism” (12),
in which the goal is not only to create a redistribution
of the organizational benefits of platforms, but also to
socialize the ownership of the algorithms. So in the fu-
ture, it will be increasingly necessary to pay attention
to these types of experiences, that are already rapidly
multiplying, but also obtaining increasingly promising
market share.

SO...
his brief contribution has attempted to clarify
the ambiguity that has developed in the debate
around the impact of technological innovation. This
condition is above all the result of the contradictions
involved, on the one hand offering unprecedented or-
ganizational opportunities, and on the other posing de-
cisive challenges for the future of economy and work.
With the rise of platforms, we are in fact seeing not
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only an ever greater multiplication of occasional jobs,
L.e. of work lacking any form of protection, but also a
gradual platformization of the economy that risks ex-
pelling from the market anyone who is unable to adapt
to those transformations.

Despite this, technological development continues
to expand the field of economic opportunity. However,
to keep this space accessible and protect against pos-

sible risks, it is necessary to enact regulations that on
the one hand can support continuous innovation, and
on the other avoid potential negative impacts on the
economy and work. In other words, it is only by re-
distributing the benefits of technological development,
that is, by guaranteeing access to an increasing num-
ber of actors, that it is possible to imagine adapting
society to the challenges it poses.
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« Even before the advent of digital technologies, we saw a multiplication of occasional work in high and
low skilled professions. This process is rooted in both cultural and material factors, that on the one hand
push individuals to increasingly search for this type of work, and on the other motivate businesses to use

these forms of employment.

« Initially, digital platforms were associated with a marginal component of the economy based on the
principle of sharing. They not only proved to be able to generate market value, but represent a distinct
organizational model able to operate in various sectors and destined to establish itself as a hegemonic
model, expelling from the market everyone who is unable to adapt.

« The success of digital platforms entails numerous risks: for workers, traditional economic actors, and also
for startups and local projects, that now suffer competition from multinationals. Regulation is needed
that not only limits the initiative of the platforms, but that is able to sustain technological innovation and

redistribute its benefits in society.
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