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The Value of Flexible Work Is Higher Than You May Think
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Abstract

Highly flexible, gig-economy jobs are on the rise in the U.S., increas-
ing by at least 55 percent over the past decade. Workplace “flexibility”
has long been considered an immeasurable component of workers’
compensation, but a study of Uber driver data estimates that a fully

flexible, Uber-style job platform significantly increases workers’ labor

supply and results in a surplus, or flexibility value, equal to between 38

percent and 50 percent of their total earnings or $150 per week for the

average Uber driver. Continued growth in more flexible, alternative

work arrangements could provide valuable job and income-growth

opportunities, particularly for lower-wage workers. Policymakers

should not impose protectionist and crony requlations that squash the

opportunities provided by the gig economy.

J ob flexibility has long been considered one of the “immeasurable”
components of compensation. No one denies that flexibility has
value to workers, but that value is hard to quantify. However, the
Uber ride-sharing platform provides economists with a unique way
to estimate the value of various levels of job flexibility and adapt-
ability. Based on data from close to 200,000 active Uber drivers,
economists have estimated the value of a fully flexible job—similar
to what Uber provides—at 40 percent of expected earnings or $150
per week for the average Uber driver.

Growth in Flexible Independent
and Gig-Economy Jobs

Over the past decade, the percentage of American workers with
flexible contract work—including gig-economy jobs—as their prima-
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KEY POINTS

m Highly flexible and gig-economy
jobs are ontheriseinthe U.S., hav-
ingincreased by at least 55 percent
over the past decade.

m Continued growth in more flexible,
alternative work arrangements
could provide valuable job and
income growth opportunities, par-
ticularly for lower-wage workers.

= While some politicians welcome
gig-economy platforms such as
Uber as a way to increase jobs and
incomes, others—due in large part
to opposition from competing spe-
cial interests that stand to lose out
to new the new platforms—seek
to outlaw or excessively regulate
such businesses.

m | awmakers should avoid unnec-
essarily regulating gig-economy
businesses that offer innovative,
desirable, and flexible jobs for
workers that raise incomes while
providing highly desirable prod-
ucts toresidents.

m Congress should clarify “inde-
pendent contractor” status under
federal law to specify that individu-
als who control their own work, use
their own equipment, and make
independent business judgements
areindependent contractors and
not employees.
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ry employment is estimated to have increased 56 per-
cent, from 10.1 percent of all workers in 2005 to 15.8
percent in 2015.! Another estimate of “independent
workers” that includes workers with non-primary
flexible or alternative jobs calculates the so-called
independent U.S. workforce at 30 million.?

While alternative, flexible work arrangements are
on the rise in the U.S., low-wage workers have more
limited access to flexible jobs.? Uber and other gig-
economy businesses such as Task Rabbit and Door
Dash provide new opportunities for semi-skilled
and lower-wage workers to access fully flexible jobs.
Unlike traditional 9:00-to-5:00 jobs, Uber and other
gig-economy jobs provide a unique platform that
allows workers to act as their own bosses, entering
and exiting work whenever they choose—the defini-
tion of a “fully flexible” or “gig-economy” job.

Surveys showthat 91 percent of Uber drivers chose
to partner with Uber for work because it allows them
to earn more income to support themselves and their
families; 87 percent chose it because it allows them
to be their own bosses and set their own schedules;
85 percent chose it for the flexibility and better work-
family balance; and 75 percent cited Uber as a means
to maintain a steadier income than they receive from
other unstable income sources.*

Using Uber Data to Model the Value of
Job Flexibility

A dataset from Uber that contains data on over 1
million registered UberX drivers (UberX is Uber’s
primary, peer-to-peer service) who provided 184
million hours of work over an eight-month period
from September 2015 to April 2016 provides a unique
opportunity for economists to estimate the value

of job flexibility.® It should be noted, however, that
this dataset and study is limited to workers who
are active Uber drivers and who do not necessarily
resemble all workers.® Many Uber drivers use Uber
as an additional source of income while in school or
working another job, and they have a higher prefer-
ence for flexibility than the average worker has.

After analyzing data from roughly 200,000 active
Uber drivers over 102 million hours of work, econo-
mists built a model to estimate workers’ willingness
to provide labor based on varying levels of job flex-
ibility. To determine the value of job flexibility, the
authors of the study compared the Uber platform to
alternative levels of flexibility: daily flexible jobs that
allow workers to choose what days they work, week-
ly flexible jobs, monthly flexible jobs, and “taxicab”
model jobs in which workers choose what day and
shift to work but must commit to that entire day/shift.

Greater Flexibility Increases
Hours of Work

The Uber study revealed that the more flexible the
job, the more labor workers provided. At the medi-
an, the authors of the study estimated that workers
would provide 16.1 hours of fully flexible work per
week, 7.7 hours of daily flexible work, and 2.9 hours
of weekly flexible work. If these workers had to com-
mit to working a full month, the median Uber driver
would not work at all.

These findings show that the types of workers who
drive for Uber—and there are over 1 million registered
Uber drivers in the U.S.—place a significant value not
just on being able to pick their own schedules, but spe-
cifically on the ability to adapt their schedules based on
unpredictable events and preferences. Freed from the
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“taxicab” restraint that effectively requires workers to
commit to an entire shift, the average worker will triple
his or her labor supply from five to 15 hours per week.”

It may seem unreasonable that workers would
shift their labor supply so dramatically or even drop
out of the labor force entirely if they have to com-
mit to working a full month, but the authors noted,

“What we have learned is that ability to adapt [to]
unpredictable shocks attracts Uber drivers, and
without this adaptability, they will not participate
much in the labor market.”®

The Value of Flexibility

As aresult of working more hours because of more
flexible jobs, workers achieve significant wage sur-
pluses that can be interpreted as the value of flexibil-
ity. In percentage terms, worker surpluses for fully
flexible jobs varied from 38 percent to 51 percent of
wages, with the highest surpluses going to those who
supplied the most hours of work.” In dollar terms,
surpluses ranged from $33 per week for workers who
supplied fewer than six hours of work to $500 per
week for those who worked 37 hours or more.

In order to supply any labor, workers must receive
a positive surplus, but the level of surplus declines as
flexibility declines. The Uber study found that daily
flexibility provided only about one-third as much
surplus as full flexibility, while weekly flexibility pro-
vided only one-tenth as much surplus.

Potential Impacts of Flexible Work on
Labor Supply

The nature of highly flexible and gig-economy jobs
could significantly alter the U.S. labor market equi-
librium. As demonstrated by the Uber study, greater
flexibility causes workers to increase their total labor
supply. Moreover, the ability to adapt labor supply
on an hourly basis could lead to higher labor-sup-
ply elasticities, which means that workers would be
more responsive to both marginal tax and wage rates.

Workplace flexibility could also affect individuals’
and families’ interactions with government welfare
programs. For example, a recent story in the James-

CHART 1

Flexible Work Schedules
Lead to More Work Hours

At the median,* Uber drivers would work
only half as much if required to commit to
a daily schedule and only one-fifth as
much under a weekly commitment.

HOURS OF LABOR SUPPLIED PER WEEK

16
15
10
5
29
- O
0

Flexible Daily Weekly Monthly

LEVEL OF FLEXIBILITY

* The median represents the 50th quantile of workers based
on their average hours of labor supplied per week. The
median active Uber driver works 16.1 hours per week (active
drivers work at least one hour per week in at least 16 of the
36 weeks studied).

SOURCE: M. Keith Chen et. al., “The Value of Flexible Work:
Evidence from Uber Drivers,” National Bureau of Economic
Research No. Working Paper 23296, March 2017,
http:/www.nber.org/papers/w23296 (accessed July 11, 2017).
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town, New York, Post Journal noted that Uber’s arrival
in the area had provided an opportunity for work and
income for an individual who was previously unable
to obtain employment.!® This shows how fully flexible

7. Ibid.
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9. Ibid.
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CHART 2

Worker Surplus by Flexibility Arrangement

At the median,* fully-flexible jobs such as Uber provide a surplus equal to 46 percent of wages.
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* The median is calculated by the author as the midpoint of the fifth and sixth deciles of workers in terms of hourly labor supply. This represents

an Uber driver who provides 15.9 hours of work per week.

SOURCE: M. Keith Chen et. al., “The Value of Flexible Work: Evidence from Uber Drivers,” National Bureau of Economic Research Working Paper
No. 23296, March 2017, http:/www.nber.org/papers/w23296 (accessed July 11, 2017).
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jobs can help some individuals to move out of govern-
ment welfare programs and into self-sufficiency.

Efforts to Squash Fully Flexible,
Gig-Economy Platforms

While some politicians welcome gig-economy
platforms like Uber as a means to increase jobs and
incomes, others—in large part as a result of opposi-
tion from competing special interests that stand to
lose business to the new platforms—seek to outlaw or
excessively regulate such businesses.

For example, opposition has sought to reclassify
some gig-economy workers such as Uber drivers as
employees rather than independent contractors."

This would overturn the entire gig-economy busi-
ness model and end most gig-economy jobs. Instead
of gig-economy workers operating as their own
bosses, companies would be forced to take control
of workers’ schedules and activities, but such control
would eliminate the flexibility that attracts workers
to such jobs in the first place. Congress should clarify

“independent contractor” status under federal law to

specify that individuals who control their work, use
their own equipment, and make independent busi-
ness judgements are independent contractors and
not employees."

Some local lawmakers have placed outright bans
on Uber and other ride-sharing services (as in most
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TABLE 1

Uber Drivers Place High Value on Fully Flexible Work Arrangement
The fully flexible work platform provides Uber drivers with surpluses of up to $500 per week.

SURPLUS PAY BY JOB FLEXIBILITY
Fully Flexible Daily Weekly Monthly
(Uber (Can adjust (Can adjust (Can adjust
platform) days but not weeks but not only months)
Decile  Hours of work Total Pay hours) days or hours)
10 (37.2-74.3) $987 $500 $239 $144 $84
9 (29.1-37.0) $715 $345 $146 $61 $4
8 (23.9-29.0) $569 $279 $99 $44 $3
7 (19.6-23.9) $456 $214 $72 $25 $1
6 (15.9-19.6) $382 $185 $71 $23 $0
5 (12.9-15.9) $308 $136 $44 $7 $0
4 (10.1-12.9) $253 $118 $37 $7 $0
3 (7.9-10.0) $193 $88 $22 $2 $0
2 (5.6-7.8) $150 $64 $15 $2 $0
1 (0.7-5.6) $87 $33 $6 $0 $0

NOTE: Surplus equals the additional income workers receive, above what they need to work at all, as a result of a fully-flexible work arrangement.
Part of this surplus comes from working more hours under a fully-flexible arrangement than workers would under less flexible arrangements.
SOURCE: M. Keith Chen et. al., “The Value of Flexible Work: Evidence from Uber Drivers,” National Bureau of Economic Research Working Paper No.
23296, March 2017, http://www.nber.org/papers/w23296 (accessed July 11, 2017).
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locations in Oregon, outside of Portland)'® or have
enacted oppressive regulations that force those com-
panies to withdraw from the market."* Even where
Uber still operates, government-imposed constraints
and cronyism often unnecessarily stifle innovation
and drive up costs for Uber drivers and riders alike. In
Massachusetts, for example, Uber is forced to subsi-
dize taxicab competitors through a tax that transfers
five cents from every ride—or roughly $1.5 million
per year—to the state’s taxi companies.'”” Lawmakers
should avoid unnecessarily regulating gig-economy
businesses that offer innovative, desirable, and flex-

ible jobs for workers that raise incomes while provid-
ing highly desirable products to residents.

Conclusion

Highly flexible and gig-economy jobs have
increased in the U.S. by at least 55 percent over
the past decade. Although previously regarded as
“immeasurable,” a study of Uber driver data shows
that a fully flexible job platform significantly increas-
es workers’ labor supply and results in a surplus, or
flexibility value, equal to between 38 percent and
50 percent of total driver earnings.'® Continued
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growth in more flexible, alternative work arrange-
ments could provide valuable job and income growth
opportunities, particularly for lower-wage workers.

Federal lawmakers should clarify the status of gig-
economy workers as independent contractors so that
they can maintain the flexibility in their work that
they desire. Moreover, local policymakers should not
block the growth of more flexible jobs by outlawing
them or using oppressive regulations to force them
from certain localities. Fully flexible and gig-econo-
my jobs provide the flexibility, control, and additional
income opportunities that many workers desire, and
policymakers should not use crony or protectionist
legislation to squash these opportunities.
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