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Bridging the Gap

How Families Use the Online Platform
Economy to Manage their Cash Flow
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When a family experiences a cash-flow
interruption, they can adjust by spend-
ing down savings, borrowing, cutting
expenditures, or generating supplemen-
tary income. With the rise of the Online
Platform Economy, this last option

has likely become more available. In
this study, we report that supply-side
participation in the Online Platform
Economy functions as a cash-flow
management tool for many families.

We leverage the JPMorgan Chase
Institute Online Platform Economy
data set to investigate whether and
how families use the Online Platform
Economy to smooth income. We do
this by taking two converse perspec-
tives. First, we track the evolution

of income and cash balances in the
weeks leading up to and immediately
following a family’s first joining the
Online Platform Economy. Conversely,

we then track how Online Platform
Economy participation rates and aver-
age weekly platform revenues evolve
around discrete cash-flow events. In
total, we analyze five specific events
occurring in the years 2016 and 2017

1. Online Platform Economy Entry:
A family receives its first direct
deposit from a platform com-
pany, indicating that a family
member has begun providing
labor or capital in the Online
Platform Economy. This event
was experienced by just over
460,000 families in our sample.

2. Jobloss: A family receives its first
direct deposit from the public
unemployment insurance sys-
tem implying an involuntary job
loss in the preceding weeks. This
event was experienced by just over
170,000 families in our sample.
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. Job gain: A family receives

its first payroll direct deposit

after two months without pay-

roll income, implying a newly
employed family member.! This
event was experienced by just over
769,000 families in our sample.

. Tax refund: A family receives

its first Federal, State, or local
tax refund of the year, directly
deposited into their checking
account. This event was expe-
rienced by just over 8.2 mil-
lion families in our sample.

. Tax payment: A family makes

its first electronic payment of
the year to a Federal, State, or
local tax authority. This event
was experienced by just over 2.4
million families in our sample.



The JPMorgan Chase Institute Online Platform Economy Data Set

Out of a sample of 39 million Chase
checking accounts, we tracked payments
directed through 128 online platforms
to 2.3 million families participating in
the Online Platform Economy between
October 2012 and March 2018.

The 128 online platforms meet
the following criteria:

1. Connect independent
suppliers to customers

2. Mediate the flow of payment
from customer to supplier

3. Empower participants to enter and
leave the market whenever they want

Labor Platforms

Capital Platforms

Transportation
drivers transporting people or goods
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independent sellers of goods through
online marketplaces
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Finding One

Income and cash balances decline
by around 10 percent in the ten

weeks leading up to a family join-
ing the Online Platform Economy.

Average cash balances and average
weekly take-home payroll income
remain roughly constant until about ten
weeks before a family begins partici-
pating in the Online Platform Economy.
Then, both begin to decline in tandem,
implying that families may be using lig-
uid balances to maintain their expen-
ditures while missing payroll income.
About two weeks before joining the
Online Platform Economy, average
cash balances and payroll incomes are
down almost 10 percent. Income from
government sources (including, for
example, social benefits like unem-
ployment insurance) begin to decline
twenty weeks before joining, but fall
most sharply in the final ten weeks.
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Note: OPE Entry Sample of 460,000 families receiving their first direct deposit from a platform company,

after at least twenty-six weeks without platform deposits. Source: JPMorgan Chase Institute



Finding Two

Employment events catalyze
changes in platform participation,
especially in the transportation sec-
tor. Driver participation and reve-
nues increase when people lose a job
and decrease when they gain a job.

In the wake of an involuntary job loss,
many families turn to transportation
platforms to supplement their income,
and some also begin selling assets.
Transportation platform participation
rates increase from 0.43 percent to 0.74
percent around this event—an increase
of 0.31 percentage points, or 72 percent.
Participation rates on selling platforms
increase from 0.22 percent to 0.28
percent—an increase of 0.06 percentage
points, or 27 percent.
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Note: Job Loss Sample of 170,000 families receiving their first direct deposit from the public unemployment

insurance (Ul) system, after at least six months without Ul deposits. Source: JPMorgan Chase Insitute

Finding Three

Unlike changes in employment,
tax-related cash flows have no
effect on participation revenues
in the Online Platform Economy.

Tax refunds and tax payments do not
catalyze changes in participation in the
Online Platform Economy, other than a
minor dip in driver participation in the
week when a tax refund is received.
Nor do families flex their engagement
in response to these cash-flow events—
for example, by using cash from a
refund to buy back some leisure time.

Fraction of families receiving platform revenue
1.0%

0.5% /
/—A

0%
-20 -10 0 10 20

Week since first direct deposit of tax refund
— Transportation Non-transport work = Selling = Leasing

Note: Tax Refund Sample of 8.2 million families receiving their first Federal, State, or local tax refund of

the year, directly deposited into their checking account.
Source: JPMorgan Chase Institute



Finding Four

Men are more likely than women
to use the Online Platform
Economy to smooth income
through involuntary job loss.

Families are more likely to turn to
platforms to smooth income around

Fraction of families receiving transportation platform revenue
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an involuntary job loss if the primary
account holder is a man. Regardless
of gender, however, families turning to
the Online Platform Economy during a
spell of involuntary unemployment are
most likely to join the transportation
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sector. Average revenues per driver,
and the gender gap in those averages,
remain stable in the weeks leading

up to a first unemployment insurance
payment. Notably, the gap increases
to about $50 in the weeks after.

Average weekly revenue per active driver
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Note: Job Loss Sample of 170,000 families receiving their first direct deposit from the public unemployment insurance (Ul) system, after at least six months without Ul deposits.

Taken together, our findings indicate
that the Online Platform Economy—
and particularly its transportation
sector—play an income-smoothing
function for families between jobs.
However, the tax-related cash flow
events do not coincide with changes
in platform participation or revenues.
These findings add an important
dimension to discussions around

the design of policy and regulation
of these labor markets. We see four
especially important implications:

First, as policymakers weigh

approaches to improve the pay,
benefits, and protections of platform
workers, they ought to take into
consideration potential impacts those
same approaches might have on

the very characteristics of platform
work—low barriers to entry and high
flexibility—that allows families to use
it to smooth their income. Families

in need of an income-smoothing tool
may be turning to transportation
platforms in particular because
barriers to entry on these platforms
may be lower than other sectors,

and because it may be comparatively
easy to generate revenues in the
transportation sector with only
occasional and periodic engagement.
As policy discussions continue around
portable benefits schemes, it is
important to consider separately the
needs of workers who intend to use
platforms or other gigs as a primary
source of income over the long-term
from those who intend to use them as
a temporary income-smoothing tool.

Second, the Online Platform Economy
may be more available as an income-
smoothing tool for some families
than for others. Women (or family
members who share accounts with
women) experiencing interruptions to
their payroll income are less likely to
turn to the Online Platform Economy.
To the extent that this difference

may reflect structural disparities, it
would require attention from both
policymakers and platform providers.

Third, although fewer than 1 percent of
families experiencing involuntary job
loss actually turn to the Online Platform

Source: JPMorgan Chase Institute

Economy to smooth their income, for
those families the additional $150-
$250 per week in platform revenues
may be crucial. Fully accounting for the
additional marginal costs associated
with platform participation is likely
difficult even for participants, so the
extent to which platform participation
is effective in generating real income
remains unknown. However, the
additional cash flow may address
important immediate needs.

Finally, high rates of labor churn in the
Online Platform Economy have been
taken in some policy discussions as

an indication that joining may have
proved to be a bad financial decision
for many drivers. However, our
findings imply that one function driving
through the Online Platform Economy
may play is to bridge a gap between
jobs. In that case, the fact that many
drivers find another job and become
inactive shortly after joining should not
necessarily be interpreted as “voting
with their feet” against the viability

of the Online Platform Economy as

an option for generating income.
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