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On-demand platforms (e.g., Uber and DoorDash) provide services to consumers through independent 
contractors, employees, or a hybrid of the two types of workers.  Although there have been debates on 
whether regulators should force digital platforms to treat independent contractors as employees, there is 
scare empirical evidence how relying on independent contractors versus employees affect service provision 
on digital platforms.  This empirical research investigates the effects of these two types of labor forces on 
an online food delivery platform in the United States, which had previously relied on both independent drivers 
and employees in different cities but later switched to only using independent drivers to deliver restaurant 
orders.  Our empirical analysis shows that service quality declined after the platform’s replacement of 
employee drivers by independent drivers.  However, switching to independent drivers enables the platform 
to enter and serve more markets.  These effects are moderated by the labor market conditions of the 
localities.  Specifically, the negative effect of using independent contractors is stronger in a market with 
more competitive gig worker supply.  These findings shed lights on the platforms’ labor choices and 
regulators’ policy evaluations
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