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Abstract: Online labor platforms provide freelancers the opportunity to work for clients on a project
basis. However, like all projects, disputes can occur when the client and the freelancer cannot reach
agreement on the assessment of work quality. Disputes on online labor platforms are traditionally mediated
by the platform itself, which is often viewed to be unhelpful or biased. Meanwhile, there are emerging
platforms that promise to resolve the dispute with a novel tribunal system and relegate dispute resolution
to individual platform users through a voting mechanism. We seek to examine the dispute resolution
models used by both the traditional online platforms (i.e., the centralized dispute system) and the emerging
online platforms (i.e., the decentralized dispute system), and assess whether such emerging platforms do
have the advantage over traditional online labor platforms. Our results provide insights on when and how
to adopt the decentralized dispute system.

We find that to ensure a fair voting outcome, the tribunal members should be sufficiently diverse. This
indicates that the platform can consider selecting tribunal members randomly, rather than selecting a
customized tribunal for each dispute case. Furthermore, our results suggest that the decentralized dispute
system outperforms the centralized dispute system only when the freelancer’s skill level is sufficiently high.
Thus, gig platforms should consider switching to the decentralized dispute system only if they are able to
attest to the freelancer’s skill level (e.g., through certification). Lastly, we show that the decentralized
dispute system can be more appealing to policy makers because not only does it move gig platforms closer
to a true “sharing economy” by relegating more decision-making power to the individual participants, but it
can also induce a more socially optimal outcome.
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