2. A Detailed Background of this study

This chapter has two main parts. The first part is an introduction of sharing
economy and platform, as well as, their comparison with other business models. The
second part goes deeper into the disruptive forces of sharing economy and identifies
the research gap. The discussion in this chapter shall be applied to Chapter 4 results

and analysis.

2.1. Meaning of sharing economy, platform in sharing ec " omy and platfoi
strategy
As mentioned, sharing economy is define’ s the peer-to ~based activity of
obtaining, giving or sharing access to goods o °rvices, coordinate . through online
service platform (Hamari, Sjoklint Jkkonen, 2 %), From th¢ halysis of
definition, different from oth<: Lusinc - models that involve sharing of resources such
as cloud computing and ' 'OOC, the sharii.. f resources must be initiated by peers

instead of large resourcc ' roviders such as large « I companies and universities.

Therefore, desig 12 an ‘ning.an attractive and convenient platform that can
attract peoy - to sharc consume peer-to-peer resources is important for the
success of con arary sl ng economy.

Plat’ 'm is definc s “a business creating significant value through the
acquisi. . matching and connection of two or more customer groups to enable them

to transact.”  .eillier and Reillier, 2017, p.21-22). Therefore, the essentials of

contemporary sharing economy are platform and people. Platform strategy is thus
important to attract people, regardless of resource provider or consumers, to use the

platform. It provides a place to match resource providers and consumers who transact

directly with each other using peer-to-peer resources (Hagiu and Wright, 2015).
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comparisons between the three business models are shown at the following table.

Table 1 The comparison of platform, retailer/reseller and input/output business

Platform Retailer/reseller Input/output business

Acquires, matches and Buys goods or services Buys inputs (e.g. raw

connects customer groups | from selected producers, | materials 3) and

and enable transactions sells them at margin and com! ies them to product
runs a value-added a pro¢ict or service anc
distribution business ells at i gin

Airbnb, Uber, eBay Costco M cturers such as—

loyota

Source: Reillier, L. C., & Reillier. 7 (2017)

Among all these th' - : business modei. !atform business seems to be the most
difficult to manage but ¢ o having the greatest potential for massive growth and

connection to se 2l gr ‘omers (see figure 1).

x

Figure 1 The ¢t +th and « = “knesses of the three business models

16



economy.

2.4.  Scholars’ point of view on the disruptive forces of sharing economy on
traditional business and labours’ income

The concept of business disruption was originated by Clayton Christensen. In his
book called “Innovator’s dilemma”. According to Christensen (1997 stion is
about the failure of companies to stay top of their industries wh' ' they face certain
types of market and technological change. In other words, it is = rocess of smalle:
company with fewer resources to successfully chal! succes: ! incumbe:
businesses. At the beginning of the developme: ' of disruptive nologies, they
generally underperform established products 111 nainstreani marke: However, they
have new features that a few fringe 1.d new custo ' ors value. 7' se products and
services are generally cheape! < 11d/oi 1 ore convenient to use. Because new
technologies initially uri - rperform establi. ' d products in mainstream market, they

are ignored by other cor' anies or competitors iuitially. When the disruptive

technologies arc  irting arlet share, it becomes too late for traditional
businesses  venue/p: to respond. However, it is difficult to identify which

disruptive tec! ies will - in prominence at last. That results in innovator’s
a. ama3

I ristensen (2015)’s newer article, he set out three conditions for disruptive
innovation. 1 Cy are (1) disruptive is a process from originally low-end or new-
market footholds to challenge the incumbent products or services, (2) disrupters build
business models that are very different from those of incumbents and (3) some
disruptive innovations succeed and some do not.

Based on the principles by Christensen (1997;2015), Uber and Airbnb are
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workers earn median gross hourly earnings of EUR17.5 vs EUR12.7 in offline
market. Animals workers earn EUR26.00 per hour vs EUR10.82 in offline market. In
transport, they earn EUR17.6 vs EUR10.94 per hour in offline market. Finally,
wellness workers earn more than 2 times more than offline market. Besides, sharing
economy is on the rise which may attract people to earn primary source of income
from sharing economy (De Groen & Maselli, 2016). For example, in T the top
five motivation of US sharing economy labour force is primary/ - urce of income,
could not find work in offline economy, enjoy flexibility of sha g economy and
fancy the independence bring by sharing economy. 7 e, becc o of higher
earnings, the best workers in the field such as 1 = i(lness/fitness ~h, home repair,
household and transport may go to online mar.  : or sharing econo: ' market for
higher earning. It may lead to loss < zood laboui = rce in some arkets (De Groen &
Maselli, 2016).
2.5.  Scholars’ view ¢ the regulatory .  :es of sharing economy platform
Perhaps the most sisitive issue of sharing cconomy is the regulatory issue. The
regulatory issue. £ sha 1 nlatform are information asymmetry,
externalitic. 'nd the v/ I ing of boundaries between personal and professional (Cohen
and Sundarar> ’015). lii. imation asymmetry arises when the users do not know
tii malitiations and - haviour of the service providers. It hinders their intention to
match, ' eract and transaction each other. Externalities in sharing economy arise
when there 10 oversupply of, for example, Uber cabs, Airbnb rooms on the street
which lead to market inefficiency and wastage of resources. The blurring between
personal and professional means that the service providers may not have the
qualification to provide the service which lead to the non-professional nature of

supply and induce the emergence of new organisation as part of self-regulatory
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