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The Gig Economy with Newton’s Paul Brain 
Interviewer: 

The growth in the Gig Economy, as evidenced by the increasing adoption of apps used to deliver things or do small 
jobs for us such as UberEats, Lyft, Amazon Prime and TaskRabbit have revolutionised the way people accrue part-
time work. These apps, along with the hundreds of others are fuelling the gig economy. As this trend continues to 
soar, In BNY Mellon’s Investment Management’s “Agents of Change” podcast Newton’s Paul Brain takes us through 
the impact of the gig economy when it comes to analysing investment opportunities.  

Paul Brain:  
I'm going to talk about the gig economy and how that fits in with fixed income investing.  And of course I think the 
obvious connection is how the gig economy leads to different inflation trends that then changes perhaps the outlook 
for central banks activity and therefore bond markets as a whole. 

First of all, there's just a definition of the gig economy.  There's no agreed definition.  It is the one that, the term that 
generally refers to low paid flexible work, such as running errands, giving lists, et cetera, that is, that's doled out and 
offered to people through piece work.  That's where the gig bit comes from.  Through either a website or some, or 
some connection to a website via an app.  The biggest enabler of the gig economy of course has been the, has been 
the mobile phone, the app itself.  You can think of things like Deliveroo, Just Eat, Uber et cetera.  They're all good 
examples of it.  There are other terms, such as the collaborative economy, the sharing economy or the platform 
economy.  But the one that obviously most well-known is the gig economy.  Zero hours contracts are different.  The 
way perhaps also some of these enablers, some of these companies are employing their workers is also being 
challenged.  But that challenge doesn't necessarily lead to the ending of the gig economy, it just perhaps re-prices 
some of the business models that, going forward.  We do believe also that it's led to higher employment, but at a lower 
wage cost.  So it also leads to lower inflation generally over time.   
 
How big is the gig economy?  That's one of the things that's constantly asked.  And I think it's quite interesting.  Well 
certainly...  Well certainly a thing that we need to evaluate and discuss because it's having an effect on every 
economic statistic we ever look at.   

Whether it's inflation.  Whether it's the size of the economy, the growth of the GDP, et cetera.  And if you look at the 
size of, sorry, you look at the level of unemployment in most of the major economies, you might argue, well why aren't 
we seeing more headline inflation, more wage inflation?  Even though, of course, we are seeing these employment 
trends coming through. We're not seeing wage inflation.  And we'll come onto the reasons why there are, that's the 
case.  But one of them's got to be this gig economy.  So we've got some estimates here from the Chartered Institute of 
Professional Development that there's 1.3 million Britons employed in a gig economy these days.   

So if we've got all these extra people being employed, why are we not seeing more growth?  And why are we not 
seeing more inflation?  And if you also add to that these other factors we're going to mention through here, we should 
be expecting more inflation to come through, which...  We're seeing some minimum wage increases, for instance.  
We're seeing the talk and the ending of globalisation.  The reverse of globalisation.  More on shoring.  More potential 
for tariffs being employed, et cetera.  Demographics changing as well as the baby boomers spend more rather than 
save.  And productivity drops and inflation tends to pick up.  These are all long-term trends as to why inflation should 
be higher. One of the underlying reasons why that's not coming through is of course because of this gig economy.   

But it also may be that some of these trends that we're talking about here are just not actually being, coming through 
just yet. It also may be that we've had the legacy effect of 2008.  The financial crisis led to the debt burdens, led to a 
suppression of growth.  Maybe employer, employees has, have been subdued for too long and not willing to ask for a 
pay rises. 

But generally technological change does lead to effectively more employment, but actually usually lower wages.  If 
you take the example of the power loom that was introduced in the 19th century, that actually led to more jobs created 
in the sector, but at lower wages.  So it wasn't the fact that people were going to lose jobs, it was actually the fact they 
weren't going to be paid as much as they were before. 
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And if you take the case of the black cabs when it comes to the Uber comparison.  The barriers to entry to running a 
taxi in the, in the UK, sorry, in London, were that you had to do the Knowledge first.  You had to learn about all the 
streets in London.  It took two to four years to do that.  It cost probably about £10,000.  And the dropout rate was quite 
high.  So the number of people applying to do that, the number of people actually who ended up being taxi drivers was 
quite small.  And along comes Uber in 2012.  Changes that all dramatically.  Gives the drivers an app that not only 
delivers the customer to them, delivers of course the routing, the mapping, et cetera, to them as well.   

So there are more ways for us as consumers to get access to cabs.  And there are more drivers out there than there 
were before. We also would suggest there's a number of reasons why inflation, as I say, longer-term should be 
suppressed that is still there.  The total level of debt.  The demographic changes.  The disruption in the way we're 
spending, not just in terms of gig economy, but in terms of also retail spending.  And the distortion effects of other 
policy measures, of course, are also changing and suppressing prices.  That leads me onto a longer-term story that 
we've been running really since 2008.  And that is that if you have this technological change after a financial crisis, you 
get this series of events.  
 
Your financial crisis leads to a debt burden.  It leads to wealth inequality and asset price inflation.  And those two are 
connected to the gig economy.  Higher employment for lower wages leads us, leads to wealth inequality, but also 
asset price distortions.  As a result of that, the feeling of being left behind, the feeling of being left out, is quite 
prevalent.  You see that of course through Brexit.  You see that of course through the election of Donald Trump.  And 
you see that wherever you, whenever there's an election in any country, especially within Europe.   

For bond markets, the concern is not that we don't have inflation.  That obviously could be a concern.  But actually the 
concern is that the authorities. I'll leave you with just one thought: the thing about technology leading to perhaps 
growth in AI is that for AI, the hard things are easy and the easy things are hard.  So robo advisors in the financial 
market, diagnosing medical issues, for instance, lawyers, et cetera.  All these things are the service industry. So as 
you move away from the gig economy to technology being used, apps being used to diagnose medical problems, 
diagnose court cases, sorry, legal issues and even investment issues, that's where we see the greatest suppression in 
wages going forward.  Bad news for us, but good news for the consumer.  Whereas just walking up the stairs looking 
after people is very difficult for technology to take over.  So we undervalue.  This is the Moravec's paradox.  We 
undervalue what we find easy.  We overprice what we find hard.  And for computers, it's the other way round.  It's 
easier for them to do that. 

Interviewer:  
Well thank you very much for joining me, Paul.  Now I'm going to be cheeky because in many respects, the gig 
economy is working a lot like the pre-industrial revolution.  Lots of small businesses and sole traders.  But what is the 
investment opportunity in an economy tainted with arguably very poor PR? 

Paul Brain: 

Well the investment opportunity I guess is to try and spot the future trends that come from this new technology.  So 
the gig economy is about obviously piece work.  It's about enabling workers to adapt more rapidly to change, to 
perhaps new opportunities.   

Interviewer:  

Okay.  So you're talking about rapid change there, but how are the bond markets responding to the inflation paradox 
in part created by the gig economy? 

Paul Brain: 
Yeah, I suppose the annoying thing about the gig economy is that it does suppress inflation, which in, then the 
connection between inflation and bond markets is well known and it suppresses interest rates as well.  So for bond 
investors, the return does seem lower.  But the great thing about fixed income, is there's lots of elements and layers 
within fixed income.  It's not just about gilts.  It's not just about government bonds.  There are credit opportunities 
within that.  And this lowering of the interest rate, lowering of the inflation rate leads to greater diversity within fixed 
income, as well as it does of course with other assets as well. 

Interviewer: How is that feeding into expectations of US inflation? 
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Paul Brain: 
US is slightly different because its economy is a little bit more advanced than the rest of the world, especially the 
European element of the rest of the world.  So its economy has been growing for such a long time that inevitably, 
under the old regime, the old calculations of things like Taylor rule, Phillips curve, you'd expect some form of higher 
inflation and therefore higher bond yields and therefore capital losses whilst you earn those bonds.  But the interesting 
thing is that that's not actually coming to pass.  And that's partly because of the gig economy suppressing wages.  
There's more employment, but at a lower average wage cost.  And it's a lot of other factors as well, such as of the 
globalisation story as well and other deflationary stories. Do you see that the gig economy is going to spread to the 
higher paid sectors? 

I guess the gig economy is about enabling workers or service sector workers as well as perhaps manufacturing 
workers to do things in pieces, in bits, in gigs.  Then I think that is certainly transportable across the whole spectrum of 
the workforce.  We would see the gig economy feeding through to perhaps to doctors doing diagnosis via video rather 
than through directly in their surgeries.  And I think that enabling is something that we will see, yes, across many 
sectors going forward. 

Interviewer:  

So enabling is a positive.  But I am just wondering, you know, will rapid advances in technology eventually eradicate 
part of the workforce leading to higher unemployment? 

Paul Brain: 

The interesting thing about this enabling idea rather than perhaps technology leading to mass unemployment is that 
it's, technology that's used partially within the job spectrum.  So we're not replacing jobs as such.  We're just giving 
technology to workers to do the job in a different way.  And that's led actually to more workers.  If you look at the Uber 
example for instance, the number of Uber drivers now in London is bigger than the number of black cab drivers.  That 
suggests to me that there are more people using that kind of transport than there was before.  Now is that perhaps a 
good thing?  At a lower price, it's certainly enabled more people to get out there and use transportation in that way.  
Has it led to a higher average earnings for those drivers?  Not necessarily, no. 

Interviewer:  

So we are seeing a tightening of, sort of, regulation within the economy.  How's that going to play out into the 
workforce universally across the gig economy? 

Paul Brain: 

I think in any society, you want to have new technology that is, works for the population, works for the people that are 
using it.  And there is always a danger with some technology that it can be destructive in that way.  So a regulation is 
inevitable when you have these significant changes coming through.  Regulation that puts us back, that's put us into 
reverse, is clearly not good.  But any regulation that improves the livelihoods of those people who are being employed 
is clearly a good thing in the long run. 

Interviewer:  

Okay.  So let me ask you this a different way, which is we are seeing the start of a regulatory political and government 
backlash in many areas across the economy.  Could this backlash extend to the current labour market framework that 
makes the gig economy possible? 

Paul Brain: 
It's inevitable.  I think it, if you take the gig economy to the extremes and that it does include perhaps the use of zero 
hour contracts, which can be included in that, sort of, shift in that direction, it's inevitable that you need to perhaps 
control that in some way.  The welfare of the people in the long run is the bit that drives the economy forward.  
Inevitably if we have a situation where the labour force is being underpaid in poor social conditions, you're going back 
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to the early days of the industrial revolution and that would lead to significant social problems further down the road.  
Things like the Jarrow March, for instance, is a good example of that. 

Interviewer: 

We started off on the pre-industrial revolution and the Jarrow March, which was slightly later on.  But looking into your 
crystal ball, are you seeing attrition or opportunity? 

Paul Brain: 
Opportunity is, always comes through change, as I, as I said at the beginning.  So I think there is opportunity.  I think 
longer-term, we do have a problem with the, with the system as it is.  And we will have a growing demand for 
populous policies, which inevitably lead to a significant breakdown in the system later down the road. 

Interviewer: 
That was Newton’s Paul Brain, part of BNY Mellon Investment Management on the Gig Economy. Thank you for 
listening. 

 

                                                                                        -END- 
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