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Abstract:

This paper explores the impact of competition in the sharing economy. Examples include the cases of Uber and Lyft in the context of ridesharing platforms. In particular, we consider competition between two platforms that offer a common service (e.g., rides) through a set of
independent suppliers to a market of customers. Each platform sets a price that is charged to customers for purchasing a service instance
provided by a supplier. A share of that price minus a commission is paid to the supplier that delivers the service. Both customers’ and
suppliers’ utilities are sensitive to the payment terms set by the platform and are also sensitive to congestion in the system. We consider two
possible scenarios. The first one, termed “single-homing,” assumes that suppliers work through a single platform. In the second scenario,
termed “multi-homing” (or “multi-apping” as it is known in practice), suppliers deliver service through both platforms. In these contexts, we
explore the equilibrium prices that emerge from the competitive interaction between the platforms. In particular, we study the impact of surge
pricing on the platform, customers, and drivers. We also examine the incentives at play when individual drivers can choose to engage in multihoming. We compare the platforms’, drivers’, and customers’ performance when all drivers either single-home or all multi-home. We find that,
while individual drivers may have the incentive to multi-home, all players are worse off when all drivers multi-home.
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