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Motivation

Workers may face high switching costs which lock them inside a platform.

• Online labor markets often use platform-specific reputation
mechanisms.

• These prevent workers to transfer their ratings to other platforms...

• ...and may in turn relax platform competition.

Lock-in effects

• can decrease (ex-post) competition among platforms
(Klemperer, 1987; Shapiro et al., 1998)

• may make workers more vulnerable to platform capitalization
(e.g. fees) (Berg et al., 2018; Kingsley et al., 2018)
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How to Mitigate Lock-In Effects in Online Labor Markets?

• Regulators around the globe have introduced data privacy laws
allowing for data portability.

• Prominent examples:
• Digital Markets Act (2022)
• General Data Protection Regulation, Article 20 (2018)
• California Consumer Privacy Act (2018)

• Objective: Enhance data ownership, reduce switching costs to
increase platform competition

• Under the current interpretation of the GDPR, reputation data does
not fall under the scope of Article 20, because ratings and reviews
are provided by reviewers and not by the workers themselves.
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This Paper

We theoretically and experimentally analyze the effect of platform pricing
on workers’ switching behavior in online labor markets.

• We investigate switching behavior in two policy regimes:

• Policy regime without reputation portability (status quo)

• Policy regime with mandatory reputation portability

• We distinguish between switching behavior based on monetary
motives and fairness preferences.
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Theoretical Framework

• Our model is based on a variation of Holmström (1999)

• Online labor market with two platforms: % and #

→ Multi-homing is not allowed

• Workers care about their future reputation

• The platform chosen by the worker introduces a fee ϕ > 0 at some
time k

• Switching decision of the worker at time k , given ϕ
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Policy Regime Without Reputation Portability

Workers do not switch if:

∞∑
t=1

Discount
factor︷︸︸︷
βt−1 [(1− ϕ)

Revenues︷ ︸︸ ︷
ck+t−1 −

Convex
effort cost︷ ︸︸ ︷

g(ak+t−1)]︸ ︷︷ ︸
U%

≥
∞∑
t=1

βt−1[ct − g(at)]︸ ︷︷ ︸
U#

.

Proposition 1: A policy regime without reputation portability enables the
creation of switching costs, implying that workers are willing to pay a
positive fee to stay on the platform they have built their reputation on.
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βt−1 [(1− ϕ)

Revenues︷ ︸︸ ︷
ck+t−1 −

Convex
effort cost︷ ︸︸ ︷

g(ak+t−1)]−

Additional
disutility
∈ [0,∞)︷︸︸︷
δ(ϕ)︸ ︷︷ ︸

U%

≥
∞∑
t=1

βt−1[ct − g(at)]︸ ︷︷ ︸
U#

.

• δ = 0 ⇒ Worker has pure monetary motives

• δ > 0 ⇒ Worker has both monetary motives and fairness preference

• δ → ∞ ⇒ Worker has pure fairness preferences

Proposition 2: Workers with fairness preferences are ceteris paribus willing
to pay a lower fee to stay on the platform they have built their reputation on.
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Policy Regime with Mandatory Reputation Portability

Assumptions:

• Platforms are symmetric

• The transfer of reputation data is mandatory

Then:

• Given platform symmetry, Bertrand competition follows

• ϕ → 0

• Workers will switch more often since switching costs are 0

Proposition 3: In a policy regime with reputation portability, workers that
have built a reputation do not accept any fee because there are no switching
costs.
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Experimental Design

• Data generated through an online lab-in-the-field decision experiment
(between 12.02. & 23.02.2021).

• 1,622 American online workers from Amazon Mechanical Turk.

The experiment relies on a 2x2x2 between- and within-subject design.

Sample
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Procedural Details

• Online labor market with two platforms (different fee if applicable).

• Workers chose a platform in round 1, but could switch after each
round. ▷

• Each round consisted of one task (counting zeros).

• Workers received a rating for task completion.

• The better the average rating in round t, the higher the wage. ▷

• Random mechanism introduced fee starting with round 4.

→ Induce possibility of being locked-in first
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Portability Regime

Result 1. Platforms can capitalize lock-in effects more effectively in a policy regime without reputation
portability, whereas a policy regime with mandatory reputation portability significantly increases
switching behavior and reduces the chances that workers incur platform fees.

Randomization Check Fees Trigger Switching
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Motives to Switch Platforms

Result 2. If a platform introduces a fee, about 57.6% of the workers switch based on monetary
motives, and 20.8% switch due to fairness preferences.

Portability Regime
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Motives to Switch Platforms: Survey Responses
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Motives to Switch Platforms: Survey Responses

Result 3. The desire to earn higher wages and perceiving a fee as unfair significantly increase workers’
switching behaviors.
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Additional Findings

• A policy regime with reputation portability increases high-quality
workers’ wages and significantly decreases wages of workers with a
poor rating. ▷

• A policy regime with reputation portability may improve market
quality. ▷

• In both policy regimes, workers are less likely to switch in a
situation with rising subsequent fees. ▷

• With the exception of workers with expressed monetary motives,
workers perform more poorly after they endure a fee. ▷
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Conclusion

• Online labor markets can capitalize lock-in effects in the absence of
reputation portability.

• Workers switch due to monetary motives and fairness preferences.

• A policy regime with mandatory reputation portability is a valuable
tool for workers to evade capitalization by platforms and improve
online working conditions.

• This is particularly important in online labor markets where workers rely
heavily on their ratings and face precarious working conditions.
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Supplementary Material

Experiment: Sample Randomization Check Real-Effort Task Remuneration

Full Information at the End of Each Round Fees Trigger Switching Performance After Fee Introduction

Portability Regime and Wages Portability Regime and Ratings

Additional Findings: Second-Order Effects
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Experimental Conditions

Presentation Appendix

2/21



Randomization Check

Presentation Appendix
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Remuneration

The (average) rating ranged from 1 to 5 on each platform.

• First round: $0.10

• Rating < 3.50: $0.10

• 3.50 ≥ Rating < 4.50: $0.15

• Rating ≥ 4.50: $0.20

Presentation Appendix
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Real-Effort Task

Appendix
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Full Information at the End of Each Round, no Fee
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Full Information at the End of Each Round, with Fee

Presentation Appendix
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Fees Trigger Switching Behavior
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Fee Introduction and Platform Symmetry

Result. Introducing a platform fee increases switching behavior, if platforms are asymmetric.

Presentation Appendix
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Motives and Portability Regime

Increase from 72.6% to 80.1%, χ2 = 1.346, p = 0.178

Increase from 15.4% to 30.2%, χ2 = 2.437, p = 0.015

Result. The costs of “punishing” the platform by switching are lower for workers in a policy regime with
reputation portability, as switching based on pure fairness preferences increases from 15.4% to 30.2%.

Back to Presentation

10/21



Performance After Fee Introduction

Result. With the exception of workers with expressed monetary motives, workers perform more poorly
after they endure a fee.

Presentation Appendix
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Portability Regime and Wages

Result. A policy regime with reputation portability increases high-quality workers’ wages and
significantly decreases wages of workers with a poor rating.

Presentation Appendix
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Portability Regime and Ratings

Result. Lock-in effects affect high-quality workers more than poorly rated workers.

Presentation Appendix
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Second-Order Effects

• During the experiment, the platform fees have varying levels ($0.00,
$0.01, $0.05).

• This allows us to compare whether switching behavior differs between
an initial low fee of $0.01–—i.e., low capitalization of lock-in–—and
an initial high fee of $0.05–—i.e., high capitalization of lock-in.

• Moreover, if a platform introduced a low fee, in each subsequent
round and with a probability of 25% the platform could charge a high
fee to its workers.

• We compare switching in the case of an immediate high fee
introduction to an high fee increase that occurs after a low fee
introduction.

Appendix
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Strength of Lock-In Capitalization

Appendix
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Strength of Lock-In Capitalization

Result. If platforms are asymmetric, workers are more likely to switch when the platform they work on
immediately introduces a high fee rather than a low fee.

Appendix

16/21



Strength of Lock-In Capitalization

Appendix
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Frequency of Lock-In Capitalization

Appendix
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Frequency of Lock-In Capitalization

Result. If only the platform on which workers currently work charges a fee, workers are less likely to
switch platforms if they experience rising subsequent fees. If the platforms are identical, switching
behavior does not depend on the frequency of fees.

Appendix
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Frequency of Lock-In Capitalization

Result. In a policy regime with reputation portability, workers are also less likely to switch in a situation
with rising subsequent fees, whereas in a policy regime without reputation portability, the frequency of
fees does not affect switching behavior.

Presentation Appendix
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