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ABSTRACT

The purpose of this article is to explain the extent to which information asymmetry influences the partnership
relationship between application providers and application partners in economics. This article will focus the
argumentation on power imbalances in the relationship between application providers and application partners
for online transportation service providers such as UBER. Furthermore, this article will explore how
information asymmetry affects the likelihood of power position inequalities in negotiations between the
application provider and the driver. The study in this article will use multi-disciplinary based scientific
literatures either of the economics, information systems, and management. The information asymmetry
arising from the rules made by the application provider has the effect of weakening the driver's position in the
negotiation process with the application provider. Thus, due to the existence of information asymmetry, the
driver voluntarily binds to the protocol of the provider without having the ability to question the advantages
and disadvantages associated with the protocol. For this reason, an institutional role like driver's cooperative

is needed to intervene the information asymmetry and bridge the interests of drivers in a shared economy.
Keywords- Sharing economy, asymmetric information, digital platform.

1. INTRODUCTION

In the past decade, the development of the sharing economy,
often known as the economy on-demand or gig economy [1],
has experienced rapid development in terms of income [2].
Sharing economy is a service or sale of commodities to
consumers using digital platform through mobile or web
applications [3], formed or managed by an organization [4].
One of the important characteristic of sharing economy is the
position of employees; for example, in UBER, drivers are
partners, not workers [5].

The motivation to partner in a sharing economic scheme is
driven by flexibility and autonomy in determining work time
in addition to earning income [6]. In addition, sharing
economy, such as in online transportation, often do not
require highly skilled workers [5]. However, regardless their
position as partners, drivers are often in an unfavorable
position, especially when related to the unbalanced
contribution to them. The research presented in [3] found an
ambivalent and ambiguous relationship when determining
the contract between the application provider and the
application partner, aka the driver.

This article aims to examine factors that influence the
optimal contract achievement between the application
provider and the application partner, especially related to the
influence of information asymmetry. In particular, although
on the one hand the use of digital platforms can reduce
information asymmetry between application providers and
consumers through the use of online platforms [7], on the
other hand, there is still an imbalance of information

between application providers and application partners. For
example, application providers, such as UBER, increase
control indirectly to partners by providing limited
information which lowers the bargaining power of partners
[8]. This situation causes a sub-optimal relationship between
the two, which is mainly influenced by information
asymmetry.

In this article, the argument related to the effect of
information asymmetry on the negotiation process between
application providers and partners will be based on a series
of interdisciplinary literature. This article synthesizes the
literature in the fields of economics, information systems,
and management.

2. WHAT IS SHARING ECONOMY ?

The phenomenon of sharing economy is characterized by a
non-ownership and temporary-access redistribution of
material goods or assets of money, space, or time that is
highly dependent on information technology, and it makes
consumption very accessible, flexible, and easy to share [9].
Sharing economy has become very popular in overcoming
the increasing urbanization amidst limited availability of
land and increasing population contributions, which makes
people prefer to share space to store their goods and their
temporary nature [10]. Most of the facts say that leases or
peer to peer contracts born from the global economic crisis
in recent years have resulted in people trying to get
additional income from an alternative job that is considered
very difficult at the moment to work [11].
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The research presented in [12] to map the sharing economy
in three core organizations that were developed from various
literature. The three basic core buildings of sharing economy
are (1) economic access, which consists of various
associations to sharing underutilized assets from resources or
skills associated with anyone who optimizes their use for the
latest, short lottery; (2) economic platform, which is a forum
for meetings that make a decentralized transition between
fellow individuals through a digital platform to realize most
of the production activities of individuals related to peer-to-
peer and to facilitate and control transactions remotely, in
which the digital technology reduces transaction costs that
were traditionally incurred by information retrieval; and (3)
Community-based economies, which are agreed upon
through non-contractual and non-hierarchical forms of
interaction to do work or assist in projects, or make
connections.

The work presented in [2] a study on ten sharing economic
sites regarding prices that were lower than market prices.
The economic-sharing platform is also for people to get
money in ways that previously were not safely and easily
available. What is conveyed about the sharing economy is
the socioeconomic system for exchanging goods and
services, but, by agreement, no sharing practice is needed,
accepting the transfer of ownership with the help of money
[13].

Sharing economy also gave rise to the term of gig economy;
some argue that sharing economy is the same as gig
economy [1]. In a recent study, four types in gig economy
were identified [14]: a). Free agents: those who actively
choose independent jobs and earn their main income from
independent jobs; b). Casual earners: those who use
independent work for extra income and do so by choice; c).
Reluctant: those who make the main living from independent
work but prefer traditional jobs; and d). Financially strapped:
those who do additional work independently because of
need.

Gig economy attaches an emotional form of work in the
process of delivering core services. This is the result of
feedback and rating system that regulate the social
interaction of workers/drivers and consumers/clients. The
ranking or feedback given by the consumer will ensure that
the data generated by the consumer will be attached to each
driver. This formally forms the reputation score used by
consumers/clients as a form of worker/driver’s evaluation
and proxy to be trusted. Therefore, this requires workers to
be obliged to engage in emotional work attached to the main
components of the work [15] .

3. WHAT ABOUT ASYMMETRIC
INFORMATION?

Three different definitions from the literature introduce the
concept of Information Asymmetry: (1) the information
asymmetry model assumes that at least one party in a
transaction has relevant information, while the other does not
[16]; (2) information asymmetry occurs when the knowledge
of one contracting party is lower than the other party,
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regarding the actual intentions of the opposing parties and
planned activities [17]; and (3) the asymmetric perspective
of information that information is imperfect because
obtaining information is very expensive [18].

Asymmetric information is determined by two components:
the extent to which basic information is common between
participants and the level of coordination or communication
between team members [19]. Asymmetric information
scenarios can be grouped into two main categories [20]:
adverse selection and moral hazard. Adverse selection refers
to parties, where one party does not know the type or quality
of goods (people) of the other parties in the market, while
moral hazard is an action taken intentionally by an agent to
withhold an effort that has been mutually agreed upon
[21,22].

Companies that are already established and have high
technology when entering equity partnerships with smaller
companies or smaller partners have a tendency to misuse
their partners [23,24]. Smaller companies or partners may
need to be careful to reach partnership contracts with
companies when information asymmetry is high because
older partners tend to misuse smaller company’s
technologies [25].

The literature proposes several mechanisms to overcome
information asymmetry, including contract incentives and
monitoring [26,27,28]. Another argument for overcoming
uncertainty due to information asymmetry is to include the
perspective of institutions in the study of many problems that
have cooperative structures [29].

4. NEGOTIATIONS BETWEEN
APPLICATION PROVIDERS AND
APPLICATION PARTNERS IN
SHARING ECONOMY

The transaction and negotiation processes in sharing
economy is conducted through Android and 10S-based
smartphone applications, which connect companies, drivers,
and consumers through an algorithmic management process
and market mechanism [30].

The information control and negotiation process in an
economic sharing platform application is dominated by
application providers. This is based on the process of pricing
(surge pricing), determining drivers and evaluating them
using a management algorithm system created by the owner
of the application [31,30]. The use of an algorithm
management system allows the entire work experience of the
drivers to be mediated, controlled, and manipulated by the
owner of the application [32].

Drivers are not in a position of negotiating terms and
conditions in the application. When UBER driver gets orders
through the system, they have about 15 seconds to accept or
reject. They take the risk of unprofitable trip, but they do not
have the option to take or risk a system suspension, or
termination and permanent removal, due to the cancelation
of unprofitable fares [31].  Unilateral price reduction for
passengers requires drivers to work longer hours to maintain
their income level [30].
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5. THE EFFECT OF INFORMATION
ASYMMETRY ON NEGOTIATIONS
BETWEEN APPLICATION PROVIDERS
AND PARTNERS

Application platform mediates the company and the drivers.
This platform informs companies about driver’s activities,
including performance and location, and serves as constant
monitoring and supervision tool [8]. Meanwhile, drivers do
not know where and when passengers are obtained, and what
rates are charged; all is based on the application, known as
gamification work [32]. The asymmetric information
obtained by the driver is not the by-product of UBER’s
application design, but it is a fundamental part of its business
model [8].

Drivers of online-based transportation services are classified
as independent contractors or work partners, not employees
[5]. Although UBER is campaigning that a driver can "be
his own boss", in [32] found that none of the drivers
considered themselves as entrepreneurs in their work with
UBER. The partnership between drivers and the company
causes the former to refer themselves as flexible workers and
to receive uncertain income. Little is known about the
fairness of the efficiency of the ridesharing platform [33].
Furthermore, driver's relationship with the application owner
is generally categorized as high dependency [34,35]. Drivers
can only talk about complaints addressed to them with office
employees, not with higher management [31], and office
employees cannot provide more detailed decisions and
information; they take cover behind the existing system.

6. DISCUSSION: INTERVENTION
INSTITUTION FOR OPTIMAL
RELATIONSHIPS BETWEEN
APPLICATION PROVIDERS AND
PARTNER

Platforms that provide organizations or individuals with
access to low-skilled workforce cause exploitation on
workers because the latter are highly dependent on the
former, making them in a low bargaining position [35],
questioned whether independent workers in such platforms
are truly independent and whether companies using the
platform are very dependent on independent workers. In
addition, flexibility in workforce requires companies to
quickly increase their operations scale using minimal costs.
Furthermore, the company's efforts to reduce the cost
increase the risk for their workers.

The company’s large resource causes imbalances in work
relationships since the company, as the system owner, can
change terms and conditions, making workers as partners
stand in a weak position. Hence, they voluntarily bound
themselves to certain protocols set by the application
provider that sometimes harm them. By force, they accept
the terms and conditions, or leave the partnership. This
difficult choice make them feel exploited.
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To increase information symmetry that help improve
fairness, we suggest drivers/partners to establish worker
associations that accommodate drivers with limited
information, cooperatives for example [29]. The
cooperatives should be managed by people who are experts
in information and technology, algorithm workflow, and law,
so that hidden information can be explained and driver’s
right can be secured.

The cooperatives also reduce incomplete contracts caused by
uncertainty so that opportunities are large enough for the
emerging contingencies [36]. The contract here can also be
interpreted as a compensation instrument designed to
eliminate the impact of asymmetric information.

An appropriate contract is a relational contract that cannot
calculate all future uncertainties; it is based on past, present,
and future expectations of relationships between the actors in
the contract [37]. The contract in question refers to the
degree of implicit, informal, and non-binding (non-bidding).
If there are problems in the contractual relationship, it is
usually not resolved through a court of law but is achieved
through a balance of cooperation and coercion,
communication, and strategy.

We also suggest the government to provide facilities and
incentives so that start-up companies in this field grows well.
Competitions in this area requires such companies to
maintain their reputation in the eyes of drivers and
consumers. This reputation is very important for drivers.
According to in [38], reputation provides effective solutions
to the problem of information asymmetry.

7. CONCLUSION

In sharing economy, the application used by companies, as
the owner of large resource, causes differences in
employment relations. The company as the system owner
has more right for information than drivers, so it can change
rules. Drivers as partners are very weak due to asymmetric
information. They voluntarily bind themselves to certain
protocols set by the application provider. They are “forced”
to accept the terms and condition, or leave the partnership.
This difficult choice makes drivers exploitable.

The role of associations or unions becomes very important in
reducing information asymmetry. The associations can be in
form of cooperatives established by courage-based
transportation providers association. The cooperatives are
responsible for the making of complete contracts in the form
of relational contracts.

This study uses literatures of several case studies in several
countries, so the information asymmetry problems have not
been comprehensively discussed. The ever-changing rules of
company's application and new regulations from the
government require a deeper study. Therefore, it is expected
that future studies incorporate elements of information
technology and algorithm management so that asymmetric
information problems can be identified.

31



ATLANTIS

PRESS

ACKNOWLEDGMENT

We would like to thank you for Central Bank of Indonesia
for supporting this research in Research Grant Program Bank
Indonesia Institute. Any errors are our responsibility.
Disclaimer; the views expressed in this paper are those of the
authors and do not necessary reflect those of Bank Indonesia.

REFERENCES

[1] Hamari, J., Sjoklint, M., & Ukkonen, A. (2015).
The sharing economy: Why people participate in
collaborative consumption. Journal of the Association for
Information Science and Technology, 67(9), 2047-2059.

[2] Schor, Juliet (2015), “Does the sharing economy
increase inequality within the eighty percent?: findings
from a qualitative study of platform providers, Cambridge
Journal of Regions, Economy and Society 2017, 10, 263—
279 .

[3] Cockayne, D. G. (2016). Sharing and neoliberal
discourse: The economic function of sharing in the digital
on-demand economy. Geoforum, 77, 73-82.

[4] Mair, J., Reischaue, Georg., (2019 ) Capturing
the dynamics of the sharing economy: Institutional
research on the plural forms and practices of sharing
economy organizations. Technological Forecasting &
Social Change (2017).
http://dx.doi.org/10.1016/j.techfore.2017.05.023

[5] Wright, C. F., Wailes, N., Bamber, G. J., &
Lansbury, R. D. (2017). Beyond National Systems,
Towards a “Gig Economy”? A Research Agenda for
International and Comparative Employment Relations.
Employee Responsibilities and Rights Journal, 29(4),
247-257

[6] Mas, A., & Pallais, A. (2017). Valuing
Alternative Work Arrangements. American Economic
Review, 107(12), 3722-3759.

[7] Cohen, M. and Sundararajan, A. (2015). "Self-
Regulation and Innovation in the Peer-to-Peer Sharing
Economy," University of Chicago Law Review (82), pp.
116-133.

[8] Rosenblat, A. & Stark, L. (2015). Uber’s
Drivers: Information Asymmetries and Control in
Dynamic Work. Data & Society Research Institute.

[9] Botsman, R. & Rogers, R. (2011). What's Mine
Is Yours : How Collaborative Consumption is Changing
the Way We Live. London, United Kingdom.
HarperCollins Publishers.

Advances in Economics, Business and Management Research, volume 144

[10] Bardhi, F., & Eckhardt, G. M. (2012). Access-
Based Consumption: The Case of Car Sharing: Table 1.
Journal of Consumer Research, 39(4), 881-898.

[11] Dervojeda, K., Verzij,lD ., NategaalF.,
Lengton,M., Rouwmaat, E, Monfardini, E., et.al (2013).
The sharing economy :Acceshility based business models
for peer to peer market.Brussel:European commission
Business Inovation Obsevatory.

[12] Aurelien, Acquiera, et.al, (2017). Promises and
paradoxes of the sharing economy: An organizing
framework.Technological Forecasting & Social Change
125 (2017) 1-10.

[13] Kennedy, J. (2016). Conceptual boundaries of
sharing. Information, Communication & Society, 19(4),
461-474.

[14] Manyika, J., Lund, S., Bughin, J., Robinson, K.,
Mischke, J., & Mahajan, D. (2016). Independent work:
Choice, necessity and the gig economy. San Francisco:
McKinsey Global Institute.

[15] Vincent S (2011) The emotional labour process:
An essay on the economy of feelings. Human Relations
64(10): 1369-1392.

[16] Akerlof, G. (1970), ‘The market for lemons:
quality uncertainty and the market mechanism’, Quarterly
Journal of Economics, 84 (3), 488-500.

[17] Dehlen T., Zellweger T., Kammerlander N.,
Halter F. (2014). The role of information asymmetry in
the choice of entrepreneurial exit routes. Journal of
Business Venturing.

[18] Stiglitz J. The Contributions of the Economics of
Information to Twentieth Century Economics. The
Quarterly Journal of Economics. 2000.

[19] Keane M., Stavrunova O. (2016). Adverse
selection, moral hazard and the demand for Medigap
insurance. Journal of Econometrics.

[20] Akerlof G., Spence M.A., Stiglitz J.E.(2001).
Markets with Asymmetric Information Markets with
Asymmetric Information. Bank of Sweden Prize in
Economic Sciences

[21] Dutta, S., Bergen, M., & John, G. (1994). The
governance of exclusive territories when dealers can
bootleg, Marketing Science, 13(1),83.

[22] Frenzen, H.,Hansen,A.K Krafft,M., Mantrala,
M.K, & Schmidt,S. (2010). Delegation of princing
authority to the sales force: An Agency-theoretic

32



ATLANTIS

PRESS

perspective of its determinants and
performance. International Journal
Marketing, 27(1),58-68.

impact on
of Research in

[23] Benson, D., & Ziedonis, R. H. (2009). Corporate
venture capital as a window on new technologies:
Implications for the performance of corporate ion
investors when acquiring startups. Organization Science,
20(2), 329-351. http://dx.doi.org/10.1287/
orsc.1080.0386.

[24] Chesbrough, H., & Tucci, C. (2004). Corporate
Venture Capital in the Context of Corporate Innovation.
Paper Presented at DRUID Summer Conference 2004.
Industrial Dynamics, Innovation, and Development.

[25] Dushnitsky, G., & Shaver, J. M. (2009).
Limitations to interorganizational knowledge acquisition:
The paradox of corporate venture capital. Strategic
Management Journal, 30, 1045-1064.

[26] Fama, E.F., (1980). Agency problems and the
theory of firm. Journal of Political Economy 88,288-307.

[27] Jensen, M.C., (1986).Agency cost of free cash
flow, corporate finance, and takeovers. American
Economic Review 76,323-329.

[28] Wiseman RM., Gomez-Mejja, LR. (1998). A
behavioral agency model of managerial risk taking.
Academy of Management Review 23,133-153.

[29] Eisenhardt, K. M. (1989). Agency theory: An
assessment and review. Academy of Management
Review, 14(1), 57-74.

[30] Mantyméki, M., Baiyere, A. and Islam, A.
(2019). Digital platforms and the changing nature of
physical work: Insights from ride-hailing. International
Journal of Information Management, 49, pp.452-460.

Advances in Economics, Business and Management Research, volume 144

[31] Rosenblat, A. and Stark, L. (2016). Algorithmic
Labor and Information Asymmetries: A Case Study of
Uber’s Drivers. International Journal of Communication
10, 3758-3784.

[32] Nastiti, D. A. (2017) Worker Unrest and
Contentious Labor Practice of Ride-Hailing Services in
Indonesia, Presented in Arryman Symposium at Jakarta,
June 16 2017. www.isrsf.org/files/download/442

[33] Robert, Hahn and Robert, Metcalfe. (2017). The
Ridesharing Revolution: Economic Survey and Synthesis,
Paper prepared for Oxford University Press Volume: V.

[34] Kuhn, K. and Maleki, A. (2017). Micro-
entrepreneurs, Dependent Contractors, and Instaserfs:
Understanding Online Labor Platform Workforces.
Academy of Management Perspectives, 31(3), pp.183-
200.

[35] Sprague, R. (2015). Worker (mis)classification
in the sharing economy: Trying to fit square pegs into
round holes. ABA Journal of Labor & Employment Law,
31, 53.

[36] Klein, B. (1980). Transaction cost determinants
of “Unfair” contractual arrangements. The American
Economic Review, Volime 70, Issue 2.

[37] Macneil, L.R. (1974) “Restatement (Second) of
Contracts and Presentiation”, Virginia Law Review, Vol
60 No 4, pp. 589-610.

[38] Yamagishi, T., Matsuda, M. (2002). Improving
the Lemons Market with a Reputation System: An
Experimental Study of Internet Auctioning. working
paper, Hokkaido University

33



