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What | Hope You Remember

» We investigate how the entry of gig-economy
platforms (Uber X and Postmates) influences
entrepreneurial activity in local areas.

» Results suggest
» Marked decline in entrepreneurial activity after

platform entry
» Notably true for “low quality” entrepreneurs
» Economic translation of implications

» Reduction of 1450 campaigns during the sample
» $7.5 mm in requests over a 21 month period
» 14% decrease in requests one year out

» Significantly reduces load on the platform by
siphoning off low quality entrepreneurs






What do we know about

platforms and the gig-economy?

> ROugh|y $26 b|”|0n market (Malhotra and Van Alstyne 2014)

» Research has progressed on many fronts:
» Platform design (radkin 2013, Fradkin et al. 2014)

> Broader SOCietaI effeCtS (Edelman and Luca 2014, Greenwood and Wattal
2015)

» Effect on incumbent business models seamans and zhu 2013

Zervas et al. 2015)

» Most research suggests that the service economy is
price sensitive and displacing lower tier

competitors
> HOtels (Zervas et al, 2015)
» Price sensitivity in drunk driving (creenwood and wattal, 2015)






Research Question

» What is the effect of gig-economy platform
Introduction on the rate and characteristics of
entrepreneurial activity in a given locale?

When we say entrepreneurial activity, we do not
mean working on the platform.




Why might these platforms

influence entrepreneurial activity?

» Two opposing forces may be at play:

» Existence of slack resources (agrawal et al. 2015, Douglas and Shepherd 2000,
Greve 2007, Kerr et al. 2014, Richtnér et al. 2014, Shah and Tripsas 2007)

> Opportunity COSLS (Acs and Armington 2006, Armington and Acs 2002, Astebro et al.
2011, Block and Koellinger 2009, Fairlie 2002, Storey 1991)

» These forces create a natural tension



Why might entrepreneurial

activity rise?
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Why might entrepreneurial

activity fall?

There are Two Types of Entrepreneurs...




Why might entrepreneurial

activity fall?

Bloomberg v Revisiting the Face of 'Necessity Entrepreneurship'

The rate of so-called "necessity entrepreneurship"—people starting businesses because
other income opportunities are gone—increased sharply in the U.S. during the
recession, according to the Global Entrepreneurship Monitor, a research project that

tracks entrepreneurship. Necessity was a factor for 24.7% of new U.S. ventures in 2009,
according to GEM surveys, up from 16.3% in 2007. For some of these entrepreneurs,
getting laid off presented the opportunity to pursue business ideas they had long
considered but didn't want to risk leaving a job for. "They really have everything to gain
if there are no other good prospects for work," says Donna Kelley, professor of

entrepreneurship at Babson College, who has worked on the GEM project. "You start to

see a decline in necessity entrepreneurship when there is a healthier economy."

oftering a higher than otherwise expected wage.




So what is going to happen?

Opportunity-Based Necessity-Based
> |

Gig Economy?






The Setting

» Two Natural Experiments
» The entry of the ridesharing platform Uber X
» The entry of the on-demand courier service
Postmates

» We first focus on Uber X
» We then extend the investigation with Postmates

» Experimental Validity
» Multi-site entry which is geographically and
temporally dispersed
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» Entrepreneurial Activity - Kickstarter
» World’s largest crowdfunding platform urtch et al. 2013, 2015)
» Significantly more reactive to changes

» Observation - EA/Month

» 3612 observations

» 21-month period between 2013 and 2015

» 172 Economic Activity
Areas

» Data on platform
entry is retrieved from:

» blog.uber.com
» Postmates.com
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Robustness Checks




Selection Model

» The absence of a pre-treatment validates the
parallel trends assumption

» Employment related factors, that are time-varying,
may influence Uber’s decision to enter the market
» They may also influence entrepreneurship

» Include Controls to control for employment
dynamics:
» Log number of employed people

» Average Weekly Wage
» Total quarterly wages
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Coarsened Exact Match

» Is there significant heterogeneity between treated

and untreated groups
» Important to minimize these differences

> Coarsened ExaCt MatCh (CEM) (Blackwell et al. 2009, lacus et al. 2009,

2012)
» Population - to account for market size

» Average weekly wage - to account for the
differences in average local opportunity costs
» Current period
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Diagnosing Standard Errors

» Serial correlation is a consistent concern with DD
estimations @ertand et al. 2002)
» Inflates the probability of finding a significant result
» Random implementation Test
» Randomly treat 1440 observations
» Replicate the estimation and store the coefficient
» Replicate 1,000 times

» Benefits
» Assesses the probability of spurious results gertrand et al 2002)
» Reliable check against outliers



Random Implementation Test
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Postmates

» The results for Uber X are compelling
» Startup costs for Uber X are still non-trivial

» Replicate these results with another platform
» Postmates — on demand courier service

» Benefits
» Replication to rule out spurious correlation / scientific
apophenia (coldfarb and king, 2016)
» If opportunity costs are the driving factor, a larger

effect should manifest for a lower cost platform
» Postmates requires a bicycle
» Uber X a car in good condition

» Rule out the argument that entrepreneurs are
substituting the gig-economy platform for Kickstarter
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Campaign Quality

» Theory suggests entrepreneurs with low opportunity
costs are the ones driving the decrease
» Lower opportunity costs would suggest a wilingness
to take on projects of lower quality
» Evidence to the contrary would undermine this
proposed mechanism

» Proxy campaign quality with fundraising outcomes
» Market should be able to sort based on quality

» Four Buckets:
» Unfunded, Partially Funded, Funded, Hyperfunded
0% >0%-99% 100%-199% 200%-+
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Pledged Dollars

» It is also plausible that the platforms are targeting

downtrodden economic areas

» Crowdfunding capital is often local grawal et ai 2010

» This would indicate an excess labor pool and steadily
drying capital pool for Kickstarter

» Replicate our estimations with total dollars pledged

as the DV

» A change in dollars pledged suggests the capital
available for investment is changing

» If dollars remain constant it suggests a shift
composition of campaigns that are launched
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Self-Reported Profession

» Are individuals changing their self reported

employment after entry of the platform?
» Do Uber drivers report themselves as drivers?

» Execute a difference in difference on IPUMS
» Integrated Public Use Microdata Series Current Population
Survey - largest publically available microdataset
» DV - Self report as a paid driver or chauffer

» Vs
» Dichotomous Uber treatment
» Year, Month, and EA fixed effects

» Estimators — LPM and Logit
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In this work we examine how gig-economy platforms are influencing
entrepreneurial activity

Results suggest

» The entry of Uber X and Postmates significantly reduces activity

» The effect primarily accrues among low quality projects

» These effects take between 9 and 15 months to manlfest |

Economic translation of implications

» Reduction of 1450 campaigns during the sample

» 3$7.5 mm in requests over a 21 month period

» Significantly reduces the load on crowdfunding
platforms by siphoning off low quality
entrepreneurs




First glimpse into the supply side of gig-economy
platforms

Novel measure of entrepreneurial activity
Implications for crowdfunding platforms

Insights for policy makers who are currently
debating the legality of services like Uber and
Postmates

Further contribution to the growing
stream of literature discussing the pe—
broader societal implications of IS




Next Steps...

» We got amazing feedback from the reviewers at
Management Science

» Big things
» Why Uber/Postmates? Why not others?
» Replication with another DV
» Selection Models - What’s correlated with entry
» Asking Uber drivers directly
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Questions or Comments?

brad.n.greenwood@gmail.com
www.fixedeffects.com
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