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A Note from Flex’s CEO

Innovation has created new opportunities for independent work
and has made it easier for workers to choose when, where, and
how much they work—on app-based platforms and in industries
across our economy. Our existing laws, however, create
obstacles for the self-employed to access benefits traditionally
provided to employees by employers. We believe that
independent work should be strengthened for the 21 century.
That's why Flex authored this white paper, which sets forth:

—QOur country’s fairly unique history of frameworks that tie
benefits to employment

—That technologies and evolving worker preferences have led
more people to seek opportunities that offer greater flexibility

—Why independent work offers greater flexibility than
traditional employment

—How current laws hinder companies from offering benefits to
independent workers

Together, these dynamics highlight the need for new policy
ideas like portable benefits.

We recognize that innovative ideas take time. Yet it is
incumbent upon us to work together. Because the impact of
portable benefits would be significant. Millions of people would
gain access to benefits while maintaining the flexibility and
independence that is not possible with traditional employment.

That’s an outcome worth advocating for—and why we are
proud to release this white paper that highlights this important
issue and showcases the broader policy rationales for portable
benefits. We hope this paper contributes to the bipartisan
discussions happening around the country.

—Kcristin Sharp, Flex CEO
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I. Introduction

Innovation has created new opportunities for
independent work and has made it easier for workers
to choose when, where, and how much they work—
on app-based platforms and in industries across
our economy. Our existing laws, however, create
obstacles for the self-employed to access benefits
traditionally provided to employees by employers.

When employers provide benefits to traditional
employees—such as health insurance, retirement
savings, or paid medical or family leave—those
benefits are, to one degree or another, funded

by and tied to a specific employer. That does not
translate well to workers who choose to work
outside of the traditional full-time employment model.

That’s where the concept of portable/flexible
benefits comes in!Contrary to the traditional model
where benefits are tied to a specific employer,
portable benefits are owned and controlled by the
worker. Portable benefits models offer ways for
workers to receive funding for benefits like health
insurance, retirement savings, or paid medical or
family leave. Such benefits may be funded by 1) a
worker directly, 2) one or more organizations that
the worker engages with, or 3) some combination
of the two.

The number of people earning income outside of
traditional employment is growing as more people
seek flexibility and autonomy beyond what is
possible in an employer-employee relationship.
Portable benefits recognize this dynamic.

Key characteristics of these benefits models include:

—Flexibility (workers should be able to choose
the benefits they want)

—Portability (benefit contributions should be tied
to the worker so benefits can accrue across
sources of work); and

—Proportionality (benefit contributions should
be based on an individual worker’s earnings)?
Portable benefits make sense for our evolving
world because:

1. The existing model of employer-sponsored
benefits is incompatible with the qualities of

independent work that draw so many: flexibility
and autonomy.

2. Providing independent workers with benefits
normally reserved for employees opens
companies up to potential legal liability.®

3. Significant classification shifts could fundamentally
disrupt the experience of independent workers,
like those who choose app-based platforms, to
earn income.* Such work could become less
flexible and more like traditional employment,
eliminating what makes this work unique and
valued—its flexibility and scalability.

The bottom line: workers should not have to
sacrifice flexibility and independence to receive
benefits, and companies should not have to

risk potential liabilities for seeking to improve
independent work. Portable benefits models offer
the answer to those trade-offs.

Independent work has helped millions earn
supplemental income on their own terms. App-
based platforms are scaling their offerings to help
communities across the U.S. improve food access,
enhance health outcomes, and become more
sustainable—while helping small businesses reach
new customers. The app-based industry believes
independent work should be strengthened for the
21t century—and portable benefits are the means
to accomplish that goal.
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If the Job Market Is So Good,
Why Is Gig Work Thriving?
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II. A System Under Strain
and Increasing Tension
Independent work—that is, work outside the

context of the traditional employer-employee
model—is not new. However, compared to most
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other countries, the U.S. is different in having
a framework that frequently ties benefits—
e.g., healthcare coverage, paid time off, and
retirement—to one’s status as an employee.®

This long-standing legal framework creates
meaningful impediments as independent workers
become an increasingly larger portion of the
workforce. As digitalization enables greater
independent work opportunities—a dynamic
dovetailing with workers’ evolving preferences
for greater flexibility and broader labor market
changes—we must confront these tensions.

How did we get here? During World War Il, a wage
freeze by President Roosevelt led companies

to use benefits as an alternative mechanism to
attract and retain workers. The IRS then exempted
employer-based health insurance from taxation,
which lowered the cost of health insurance via a
job compared to other options at the time, such

as private insurance.® In the years that followed, a
series of federal laws and regulatory decisions by
the National Labor Relations Board helped cement
insurance and other benefits into the employment
model in the U.S” A similar dynamic played out with
employer-sponsored retirement/pension benefits ®

These federal labor laws arose almost a century
ago, long before technological innovation unlocked
unprecedented access to flexible, independent
work at scale. When the Fair Labor Standards

Act and the National Labor Relations Act were
adopted, we also faced a vastly different economic
landscape: twenty percent were in manufacturing,
for instance®, and many people stayed in the same
job and often for the same company for decades or
their entire career.

Since then, our economy has evolved significantly,
in many ways. The service sector—"“a broad
category of the economy that now includes
financial services, media, transportation, and
technology”®—now represents two-thirds of the
U.S. GDP. Today, there are more women working
than ever before, and most families are now dual-
income households.

Yet, notwithstanding these shifts, our benefits
structure has remained static—a system where

benefits are largely provided by an employer and
tied to a worker’s status as an employee™ (and, in
many cases, your status as a full-time employee).

Furthermore, as noted above, many federal and
state laws facilitate an employers’ provision of those
benefits. These same incentives are generally not
available to individuals who wish to purchase a
health insurance plan or contribute to a retirement
account outside of an employment relationship?

As technology and other factors fuel more
opportunities—and demand—for flexibility in all
types of work, many Americans want or need
more control over their time than they can get from
traditional employment.

Of 64M independent worker?
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just 7.3M are app-based workers

III. Work is Changing—and
the Importance of Flexibility
is Increasing

Independent work is not new. However,
independent workers represent an increasingly
large portion of the workforce. Last year, freelance
work reached an all-time peak, with an estimated
64 million freelancing in this country,® with 7.3
million earning income on app-based rideshare and
delivery platformsM

This evolution is driven by several factors, including
technological advancements, workers’ changing
preferences, and broader marketplace dynamics.
We explore each in turn.

A. Work is Changing
1. Technological advancements.

The internet has made independent work more
widely available. From digital marketplaces and
app-based platforms like those operated by Flex
members to high-speed broadband and video
conferencing, technology and digital connectivity
has opened the door to more earning opportunities.
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Today, workers can quickly™ sign-up, log-on,
and find income-earning opportunities via
platform work. While technology is fueling more

App-Based Work: Overwhelmingly Supplemental and Part-Time

opportunities for flexibility in all types of work, many
people want or need more control over their time
than they can get from traditional employment.

App-based platforms offer income-earning opportunities available practically whenever the need
arises. Indeed, this is how the vast majority of app-based workers use these platforms: to supplement
other income or provide some income at times and places that work for their circumstances on a
given day. One survey found that nearly two-thirds of app-based earners spend 15 or fewer hours/
week earning income on app-based platforms, and roughly half of app-based earners use app-based
work for less than % of their overall income® Another poll found that “81% of rideshare and delivery
drivers combine app-based work with other income, responsibilities, or are retired.””

That dynamic of app-based work primarily serving as an income supplementation is important to
recognize as we look at the U.S. approach to benefits®

Nearly 2 / 3 —

of workers earn =
money on app-
based platforms 15 —

or fewer hours/week

2. Broader Economic and Market Dynamics.

Independent work such as that enabled by
app-based platforms has helped many people
respond to wage stagnation, combat significant
inflation, and provide a financial cushion while
starting new businesses.

Before the pandemic, traditional worker wages
had largely stagnated for decades.”® While wages
have generally increased in the post-pandemic
economic landscape,?® many of those wage
gains have been offset by significant inflationary
pressures.?’ With recent historic inflation levels,??
app-based work provides important supplemental
income: 85% of app-based earners say that their
earnings from these opportunities have helped
them deal with inflation-based rising costs.?

~500

of app-based earners
make less than % of
their overall income
from app platforms

819%

of app-based workers
combine that with other
income, responsibilities
or are retired

More broadly, independent work opportunities

like app-based platforms combined with portable
benefits can help reduce “job lock”—instances
“where employees become bound to an employer
because leaving the job would mean losing
coverage for crucial employment-related benefits—
most notably health insurance.”?*

There are also other factors that drive workers
toward flexible income earning opportunities like
health impacts, caregiving responsibilities, and
more?>—and the pandemic accelerated pre-existing
trends of workers seeking more flexibility in their
lives.?® Studies have also shown that app-based
work boosts entrepreneurial activity.?’

Whether to help supplement their total take home
pay from a traditional job, to help offset inflation-
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driven increased costs, or to provide a financial
cushion while getting a new business off the
ground, app-based work has provided a crucial
mechanism for many to earn income on their terms.

3. Workers’ Evolving Preferences.

Finally, for some, a traditional job doesn’t work.
Employers across the U.S. have nearly 9 million job
openings right now,?® while the unemployment rate
has hovered below 4% for the longest continuous
stretch in decades.? At the same time, 7.3 million
people have chosen app-based work,*° showing
that people turn to independent work because it fits
well with their preferences and needs—not because
they can’t find traditional employment roles.

The lodestar for many workers today is flexibility.*
No matter how one defines flexibility, workers want
it: from remote work®? to the ability to set one’s
own schedule.® Preferences for flexibility can be
found across industries and job types. A recent
survey “found that two fifths of blue-collar workers
(42%) and close to half of gray-collar workers

(48%) consider job flexibility as or more important
than pay, a portion nearly as high as white-collar
counterparts (54%).”3*
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@ E of app-based

workers choose it
for the flexibility.

The flexibility of independent work is important

to workers, particularly those who choose to earn
via app-based platforms. According to a recent
survey, 90% of app-based workers choose to drive
or deliver through rideshare or delivery platforms
for the flexibility.>> Half say they would not trade
that flexibility for a fixed-schedule job even if it
came with a 50% pay increase.®® In balancing other
responsibilities, full-time employment—or even part-
time employment without scheduling flexibility—
can be a non-starter for such individuals.

“ Imagine a coffee shop where
an employed barista gets to
start work at any time, refuses
multiple offers to make
coffee, leaves without notice
to work for a competitor
coffee shop across the street
to pour a couple of coffees,
and then does not return for
days or even weeks at a time.
Such a place does not exist,
because no employer provides
the flexibility that app-based
work provides.”*

This level of flexibility is not possible with traditional
employment, especially shift work. Hourly
employees rarely have opportunities to choose
when, where, and how much they work, and when
they do have such an opportunity, it is limited in
scope. Scheduled shift workers simply cannot

go home if they don’t feel like working more or if
something comes up at home. Nor can they choose
whether or not to show up for a scheduled shift in
the first place.3®

At the same time, many—including app-based
platforms®**—have expressed concern that while the
current legal rubric allows for this unprecedented
flexibility, it also means that full-time, W-2 employees
generally have greater access to benefits. That’s
because employer-provided benefits are governed
by a legal framework that is, in practice, generally
incompatible with independent work.

B. Why Independent Work Offers Greater
Flexibility than Traditional Employment

So, why is independent work so much more flexible
than W-2 employment? Much of it has to do with
our employment laws.*° Traditional employment
laws require companies to track performance

and control the hours and physical location of

most non-salaried workers. Employers who fail to
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do so face substantial liability. Because of these
legal constraints, hourly employees rarely have
opportunities to choose when, where, and how
much they work, and when they do have such an
opportunity, it is limited in scope.

Independent work, on the other hand, provides
flexibility and autonomy beyond what is possible
in a traditional employer-employee relationship.
This ultimate flexibility is particularly true of app-
based work. For instance, if you are earning on an
app-based platform today, you:

— are not obligated to accept any delivery/ride
opportunities—you may choose which offers
to accept;

— do not have to log on for any amount of time
or at a particular time;

— can “multi-app”—pursue earning opportunities
via multiple app platforms—at your complete
discretion;

— can change the geographic area where you
earn without any prior approval; and

— work as much or as little you choose, when
you choose.

As the New York Times noted last year, finding
work on app-based platforms “offers something
that traditional permanent employment still
generally doesn’t: the ability to work when and

as much as you want, demand permitting, which
is often essential to balance life obligations

like school or child or elder care.”* For many,
the flexibility that app-based work provides is
not just desirable, but is a necessity, as health
conditions, caregiving responsibilities, and other
realities make the rigidity of a traditional W-2 job
incompatible with their personal lives.*?

In simple terms, there are tradeoffs between W-2
employment and independent work. The CEO

of Alto, a carshare service that hires drivers as
employees and allows riders to call rides using an
app, captured these tradeoffs succinctly last year:

‘[OJne big pushback we get is that we’re more
expensive, your product serves a different
customer base and that is true... In exchange
for that extra cost, what | need is some level
of predictability for us, | need to be able to
know that people are going to show up for
their shift, so that | can count on that and
deliver my product to my customer. I'm willing
to find ways to create flexibility within some
framework, but it can’t be | wake up this
morning and | decide that I'm not going to
work for Alto today or | want to work tomorrow
but I didn’t tell you about that until this
afternoon. There just are trade-offs.”?

Positive Impacts of the App-Based Industry Across the United States

Every day, our member companies facilitate the movement of riders and delivery of crucial goods safely
and efficiently. These companies are scaling their platforms to help communities increase food access,
improve health outcomes, and become more sustainable—while helping small businesses reach new

customers, supporting economic growth across the country,and creating millions of earning opportunities.

Collectively, these billions of rides and deliveries facilitated by our members contributed $212 billion
to U.S. GDP in 2022 and spurred a $32 billion revenue boost for local businesses.* Consumers
appreciate the value in both time saved (over 1 billion hours annually) and consumer surplus ($11.5
billion), not to mention that app-based platforms are increasingly used to improve access to healthy

food and medical appointments.*®

Eom 438 ‘il

$212B

in economic activity

B $32B

' in additional revenue

for local businesses
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IV. Portable Benefits: The
Answer to a System Under Strain

A. How Current Laws Discourage Providing
Benefits to Independent Workers

One of the trade-offs facing workers is that full-time
W-2 employees generally have greater access to
benefits, such as healthcare, retirement, and paid
leave through the employment relationship.

First, federal and state employment laws play a
role. These laws rely on a multi-factor analysis*
to determine whether a worker is an employee

or an independent contractor, and courts may
consider the provision of benefits by a company
as a factor weighing in favor of employee status.?
But because misclassifying a worker as an
independent contractor—even unintentionally—
can trigger liability, a company choosing to provide
independent workers with benefits could open
itself up to substantial legal risk.

A second hurdle is that conventional benefits are tied
to the employer rather than the employee. This model
simply does not work for independent workers.*®

Individuals working as employees who are offered
access to healthcare, retirement, and other benefits
during the tenure of their employment with a given
employer must access those benefits through that
employer. In other words, if an individual leaves
employer A to work for employer B, they no longer
have access to the benefits employer A had
provided—such as coverage under their healthcare
plan or receipt of 401(K) contributions—and may
access only the benefits provided by employer B.

This model is also inconsistent with the nature of
independent work because individuals earning
income as independent workers can engage in any
number of working relationships at any given time,
with any number of entities, and for the duration of
their choosing. Indeed, many workers earning income
on platforms do so across more than one app.*
Therefore, a benefits framework for independent
workers inherently must be attached to and follow
the worker across their working arrangements.

Furthermore, a portable benefits model must
be constructed upon a mechanism that allows a

/7%

of app-based workers
support maintaining their
current classification as
independent contractors.®

worker to accumulate benefits with any number
of entities with which they engage and tied to
some measurable value of output per platform.
For example, in the case of an app-based worker,
benefit contributions could be tied to a specified
amount of earnings per platform.

Finally, a portable benefits model must preserve
the flexibility of independent work. As previously
discussed, employer-provided benefits are
governed by a legal framework that discourages
businesses from providing non-employees with
workplace benefits. Adding to this tension is

a simple fact: nearly all surveys demonstrate
that independent workers prefer to retain their
independent status.

A system of portable benefits
promises to renew the
promise of work and extend
essential benefits to more
workers in today’s economy.”*

—The Aspen Institute

B. Portable Benefits Overview & Policy Rationales

Portable benefits are the best way to increase
independent earners’ access to benefits while
preserving the autonomy and flexibility of
independent work.

From the bipartisan and bicameral bill from Sens.
Mark Warner and Todd Young and Rep. Suzan
DelBene to test portable benefits programs to

the similarly bipartisan and bicameral Retirement
Savings for Americans Act, there is increasing
recognition that we should pursue policies that
increase access to benefits for individuals working
as independent contractors.
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There are a number of policy rationales for doing
so—including boosting economic mobility and
supporting the diverse set of individuals who have
chosen independent work because it offers them a
way to come off of the economic sidelines on their

Last year, Flex announced principles for federal
legislation to provide portable benefits, marking
the first time the app-based industry has reached
consensus on a national approach to provide app-
based workers with benefits.53

terms. Most importantly, doing so reflects worker

preferences and marketplace dynamics, where
workers have stated a strong preference to retain
the flexibility of independent work.

The concept of portable benefits has drawn support

While differences may exist between specific
models, all portable benefits concepts generally
share certain characteristics. These include:

—Flexibility (workers should be able to choose
the benefits they want or do not want)

from a remarkably diverse set of stakeholders.

For instance, a group ranging from SEIU Local 2015
President (and now U.S. Senator) Laphonza Butler
to the CEO of New America to the President of
American Action Forum were signatories in 2015
to a set of principles for portable benefits.>?

—Portability (benefit contributions should be tied
to the worker so benefits can accrue across an
individual’s working arrangements)

—Proportionality (benefit contributions should
be based on earnings)

Public Policy Rationales for Portable Benefits

Enhances economic stability. Portable benefits can strengthen the economic stability of
individuals and families by expanding the number of independent workers with access to
benefits like retirement plans and health insurance—that can reduce the impact of financial
adversity and help when workers transition in their traditional jobs.

Encourages entrepreneurship. App-based work income has been shown to boost
entrepreneurialism.®* Portable benefits would add a safety net component that could further
support new business activities.

Supports work flexibility. The unprecedented flexibility offered at scale by app-based
independent work is incompatible with our employment rubric and laws. Portable benefits
move past that outdated, binary dichotomy that forces a choice between flexibility and benefits.

Improves healthcare outcomes. Greater access to benefits like healthcare and paid leave
have been shown to aid workers’ well-being.®®

Boosts worker mobility and productivity. “Job lock” refers to when individuals are deterred
from leaving a job, starting their own business, or reducing work hours because one’s
employment-provided benefits would be at risk.>® Job lock undermines productivity and
stifles entrepreneurship, while portable benefits would undermine that dynamic to boost
worker mobility and spur productivity gains.

Reflects worker preferences and marketplace dynamics. Workers have stated a strong
preference to retain the flexibility of independent work. More people than ever before are
engaging in independent work. Portable benefits support these workers and the ways they
want to work on their own terms.

Supports greater social inclusion. To the extent that app-based work has helped a diverse
group of people come off the economic sidelines, portable benefits can offer a mechanism
to recognize the dignity of all workers.
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