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Abstract

The objective of the study is to point out the growing importance of sharing economy
within the current discussion about the development of advanced economies after the
economic crisis between 2008-2009. The study focuses on determining the growing
importance of sharing economy in the context of GDP, growth factors of sharing
economy in current conditions, and social benefit function of sharing economy. The
study also focuses on other sharing economy challenges of the 21st century that are
connected to the overall change in human behavior, growth of importance of modern
technologies for everyone, trying to lower transaction costs, and increasing the
quality of life of all households. The study’s conclusion aims at summarizing the
importance of sharing economy for modern society in advanced economies.
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Introduction

Sharing and sharing economy are phenomena that have accompanied human society
since its inception. During the development of civilization, primarily due to the drastic
increase in the standard of living of humans, the topic of sharing economy has never been
a very important subject of socio-scientific research (Cheng 2006; Sundararajan 2016).
This changed during the crisis years 2008 and 2009 that caused a decrease in the standard
of living, which in turn started a new discussion about sharing and sharing economy. The
rise of sharing economy has not slowed down since the end of the crisis, on the contrary,
its importance has been continuously growing. Other important factors also helped to
increase the importance of sharing economy, be it digital technologies or the growth of
relative equipage of society with economic goods that can be shared. Sharing economy
platforms are disruptive technologies that increase effectiveness of many branches
thanks to a dramatic decrease in transaction costs and a better use of various economic
goods (Cohen and Schmidt 2013; Al-Kodmany 1999). Crucial societal changes are
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therefore initiated, and the functioning of traditional branches is also significantly
impacted.

Material and methods
Size of sharing economy and its potential

The size of sharing economy cannot be easily calculated due to the aforementioned issue
with its definition. In its study (Goudin 2016), the European Commission described an
approach to understanding this new model of sharing economy. The study categorizes the
users of sharing economy to explain the model:

e Intermediate body
Intermediate body is a key element of the current model of sharing economy. This
link in the chain of sharing arranges the interconnection of supply and demand on the
market. In other words, it connects users on one hand that demand certain services
or goods with owners or providers on other hand that offer these goods or services.
Such a body must fulfil three main prerequisites:

a) Itdisposes of a sufficient sharing offer.

b) It provides simple, clear, and safe communication between the individual parties of
this model.

c) It controls contractual compliance and thereby prevents fraudulent activities.

e Provider
A provider of goods and services is the owner of the resources (assets, time, skills,
etc.) who is willing to share these with other subjects on the market to make profit.

e User
A user is a subject on the market who uses the resources offered by the provider.

Providers offer their resources, which can e.g. be: housing, experiences, rides, or other
services that the users pay for. Users pay to use resources offered by providers. Platforms
(intermediate bodies) connects supply and demand, manages communication between
market subjects, payments, and contractual compliance. Bodies do this via digital
platforms that are in most cases available online or via mobile applications for easier
access. Since platforms are an important value added for both users and providers, they
are motivated to remain in the model after initial connection.

Analyses of the phenomenon of sharing economy therefore conduct qualified estimates
when assessing its size. In its analysis of sharing economy (Marek et al. 2017), the
organization Deloitte estimates the size of sharing economy based on two approaches:
bottom-up and top-down. Both are described below.

The bottom-up approach estimates the size from “the bottom”. It estimates the expenses
of households on sharing economy services. For this purpose, the following must be
estimated or calculated:

e share of user expenses that can be shared,

e share of population that uses sharing economy services,
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e share of expenses on sharing economy of those who use its services,
e share of GDP consumption.

The share of user expenses that can be shared was collected from the Eurostat database.
Expenditure consumption was divided into segments. For the purpose of the study, the
segments of expenditure consumption that can be shared were selected. This data was
then multiplied by the share of population that uses sharing economy services. The
Deloitte analyst team derived this share from the results of an ING research (ING 2015)
that focused on population shares of individual countries using sharing economy services.
The above estimated expenses were further multiplied by the sharing economy
expenditures of those who use its services. This value was estimated using the share of
internet purchases in economy. The last value was the share of GDP consumption, which
is available at the public Eurostat database. By applying this model, Deloitte estimated the
size of sharing economy in the Czech Republic to be 0.02 % of GDP.

Results

The top-down approach consisted of using and analyzing data about value added in
branches according to the NACE categorization that are significant from the perspective
of sharing economy. Namely, these were the following branches: retail, wholesale,
transportation, housing, hospitality and eating, finance, education, and more. The value
added of these branches was then multiplied by the share of population that participates
in sharing economy, the share of online purchases on household expenses that serve as
an estimate of sharing economy expenses in the previous method. Using the top-down
method, Deloitte estimated the share of sharing economy on Czech GDP to be 0.04 %. The
following figure shows these values for selected EU countries.

Figure 1: Sharing economy share on GDP
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The bottom-up approach is the lower estimate in the figure; the top-down approach is the
higher estimate in the figure. The figure clearly shows that the sharing economy in the
Czech Republic is not as highly advanced as in the case of other economies. The
comparison was clearly more favorable to Spain, the Netherlands and less favorable to
Germany and Austria. The above-mentioned methodology shows that the results in the
individual countries are primarily influenced by the rate of using sharing platforms by
their citizens, the value added for sharing economy’s crucial branches, and the share of
online payments on consumption.

When discovering the potential of sharing economy, the analysis is once again based on
ING’s research that for the needs of the calculations uses the percentage of population in
the individual countries that have previously heard about sharing economy. In the Czech
Republic, this percentage was 20 % according to ING. These percentages then substitute
the willingness to participate in sharing economy in the future. Another parameter of the
model is the gradual growth of the rate of online payments on consumption. According to
this estimate and the bottom-up method, sharing economy will have a potential of 0.51 %,
and according to the top-down method 1.19 % GDP.

Figure 2: Potential of the share of sharing economy on GDP in selected EU countries
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These estimates feature some deficiencies due to the lack of high-quality and reliable data,
which is why some entries had to be generalized. Regardless, it is one of the best estimates
available, which is also why this model was used in the materials for developing sharing
economy by the Czech Chamber of Commerce (Czech Chamber of Commerce 2018).

The objective of the analysis is however not to precisely quantify the size of the research
economy segment. The goal is to stress the fact that over a short period of time, sharing
economy has attracted many users and has a large future potential. This is primarily
thanks to the network effect that helps the platform grow. Mutual interconnecting of users
serves also as advertisement for the platform, it increases the quality of services, provides
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a more interesting supply and demand, and thanks to the self-regulation principles also
manages itself internally. A shining example of the network effect is the Wikipedia portal
where users mutual share, perfect, and check content. YouTube functions similarly and
existentially depends on its users uploaded high-quality content (SunMarketing, 2018).
The importance of sharing economy is based on new opportunities for all subjects on the
market thanks to lowering transactional costs and not just its size. The growing number
of users further increases this importance and shows that subjects are motivated to long-
term use of the platforms and not only as one-time intermediaries of contact between
supply and demand.

Sharing economy growth factors

As stated above, sharing economy (after its decline in the past) has been experiencing an
incredible boom in the last decade. Some of the main factors of this growth are:

e Economic crisis between 2008 and 2009,

e Technological progress in the field of digital technology,

e Relative equipage of society with economic goods that are in demand and can be
shared,

e Inception of platforms that make the actual sharing easier.

Economic crisis between 2008 and 2009

The economic crises between 2008 and 2009 negatively impacted the prosperity of the
entire society that became relatively poorer. The society was then looking for possible
ways of decreasing the impacts of recession. There were several ways. Sharing economy
made one of the approaches much easier - lowering costs. For the users of the platforms,
it was often much cheaper and more effective to short-term share goods or pay for them
instead of purchasing them themselves. On the other hand, the owners of these goods saw
an opportunity in sharing economy, to increase their income (Marek et al. 2017). It is
therefore not a coincidence that it came to a fast growth of sharing in the accommodation
branch. Travelling was still desired, but it was often needed to either decrease the amount
of travelling or decrease its financial demanding character. P2P loans became the
alternative to classical banks that declined a lot of loan applicants during the crisis. The
decrease in the standard of living due to the economic crisis and the pressure to more
effectively use resources were two of the factors of growth but they do not fully explain it.

Technological progress

Another factor for the expansion of sharing economy is technological progress, primarily
in the field of digital technology (Batty 2013). The development and fast adoption of
modern technologies such as e.g. cell phones, smart phones, optical fiber, microchips, new
battery types, etc. accelerate progress not only of the sharing economy. Internet and the
rate of its usage is an important factor for the development of online platforms of sharing
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economy (Van Dijk 2006). The following figure shows the development of the share of
internet users in the world population.

Figure 3: Development of the share of internet users in the world population
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The more internet users, the more users and providers can use the platforms. Worldbank
data shows a very favorable development of the share of internet users. Between 2000
and 2016, the percentage of worldwide population using the internet more multiplied
over seven times. According to the Global Cloud Index prognosis of the organization Cisco,
approximately 60 % of the worldwide population will be using the internet in 2021
(cisco.com 2016). That constitutes a growth of almost nine times since 2000. The speed
of growth is also underlined by the fact that the world population is not constant and grew
by approximately 1.3 billion between 2000 and 2016. The number of internet users
therefore grows significantly faster than the population. The progress of digital
technologies is faster than the progress of other and partially more significant aspects
such as access to drinking water, as shows in Figure 4.

Figure 4: Access to communication technologies vs. access to drinking water
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Figure 4 shows data on having a cell phone connected to a mobile network and the access
to drinking water. The left axis of the figure shows the scale for the number of cell phones
connected to a network worldwide, which is shown as a number of flat rates that have
been used at least once in the last three months per 100 persons. Its development is the
blue line. The right axis shows the percentage of worldwide population with access to
drinkable water. The orange line shows the access to safe water sources - source that are
safe when used over a longer period of time; the grey line shows access to at least some
water source. Worldbank defines access to drinkable water as a water source that is
accessible in under a half hour. Access to unsafe water sources increased by 10 % (from
61.4 % to 71.16 %) since 2000. The access to cell phones in the same period increased
from 12 per 100 to 100,1 per 100.

The purpose of this comparison is to highlight the rapid growth of digital technologies in
comparison to traditional branches. With this rate, it can at point happen that it will
become easier to call someone or to contact someone than acquire drinkable water.
Developing and expanding in the field of internet and other communication technologies
can have a positive influence on the effectiveness of a wide variety of activities worldwide.
This influence is positively strengthened by sharing economy. It is therefore no surprise
that sharing economy has been very popular in the mentioned economy segments
(housing, transportation, finance) and elsewhere. Easier and less expensive
communication between market subjects provides needed flexibility that is another
factor of its success.

Growing equipage of households with consumer goods

The growing relative equipage of society with economic goods that are in demand and
that can be shared is another key factor for the growth of sharing economy. The following
figures show the development of equipage with some goods in households in the Czech
Republic between 1989 and 2015.

Figure 5: Development of the average size of apartments in the Czech Republic
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Figure 5 shows the development of the size of apartments based on two scales. The first
shows the number of rooms per flat. We can see that since 1989, this number grew from
2.6 rooms to 3.2 rooms, which is a 23 % increase. The second scale shows the size of the
living space per person. Here, we observe a growth from 16.9 to 24.8 square meters,
which constitutes a growth by almost 47 %. An average person in the Czech Republic
therefore has almost half more living space than in 1989.

Figure 6: Equipage of households with consumer goods
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Figure 6 shows the development of the equipage of households with consumer goods
between 1989 and 2015. We can see a growth in numbers for all of the featured goods
during the observed period. The growth of the number of goods in Czech households helps
to approximate the overall growth of equipage of households with consumer goods.
Basically, anything can be shared in sharing economy. The growth of equipage means that
there are goods to be shared.

The growth of equipage of households with consumer goods since the 1989 revolution is
significant. The average living space per person grew by 50 %. The average number of
rooms grew by 23 %. Other goods also experienced growth. The number of passenger cars
per 100 households grew by 41 %, the number of automatic washing machines by 65 %,
the number of color television by 138 %.

Discussion

Platform inception

Sharing platforms capitalize these and other circumstances. They primarily benefit from
the network effect that causes that the more users a platform has, the faster the number
of its users grows. Platforms are also continuously cultivated and perfected by the users
themselves, which creates a continual innovation environment, which in the end
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significantly lowers barriers of entering markets and makes it easier to function within it.
Traditional branches enable expansion of sharing platforms by leaving various market
holes that can be filled or used for expansion into other market sectors. Key benefits of
sharing platforms will be more closely described in the following chapter.

Thanks to the previously mentioned factors, we can nowadays share almost anything, and
itis only a matter of time and demand development in society when other economic goods
will be shared. These could e.g. be:

e sharing leftover food,

e sharing parking spaces that are otherwise not used during the day,

e swapping living spaces for a certain period of time,

e sharing basically anything on borrowing platforms,

e sharing camping room on property,

e tandems for foreign languages,

e grocery shopping delivery - one person goes grocery shopping and shops for his/her
neighbors,

e looking after or waling pets,

e purchasing economic goods as a group because they are not needed for one
individual.

These are by far not all sharing options. The list serves only as an overview of what
sharing is considered to be.

Sharing economy and societal consumption function

A phenomenon such as sharing economy is expected to have a significant influence on and
meaning for economy. This chapter formulates the main principles of how sharing
economy functions. The chapter also sketches out its main benefits and challenges. The
meaning for economy is then described in the form of key opportunities and main threats
of this new model.

Main benefits and pluses of the sharing economy ecosystem are according to the expert
society (Ernst & Young 2015), (Governemnent of the Czech Republic 2017), (Kasparovicz
et al. 2016) the following:

e Expands the offer of goods,

e Makes it easier to access economic goods,

e Lowers prices and increases effectiveness of preference satisfaction,
e Ensures effective functioning of self-regulations of the ecosystem.

Some of the main challenges of the sharing economy ecosystem are:
e Upkeeping the security and protection standards,

¢ Eliminate the avoidance of tax liability,

e Ensuring equal conditions to all market subjects.
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Benefits and pluses of the sharing economy ecosystem
This chapter discusses more in detail the benefits and pluses of sharing economy.

Expands the offer of goods

The influence on expanding the offer of goods and services of sharing economy is evident.
According to the study by European Parliamentary Research Service (Goudin), the rate of
unused passenger cars in the EU is around 60 to 90 % and the rate of unused living
capacity around 1-5 %. It is therefore possible to long- or short-term share these
capacities and thusly expanding the market supply. Sharing motivation exists on both
sides of the market - providers and users. Two of the most important motivations are
covering a part of the costs (including sunk costs) for the providers, and lower prices for
the users. An integral part of these transactions is also the social aspect, primarily being
closer to the local way of life in visited destinations - which is sometimes more important
for some travelers that the actual price.

Makes it easier to access economic goods

Thanks to a hospitable environment of the individual platforms, it is much easier to enter
the market - for both providers and users. Goods and services are easily and clearly listed
on online platforms that everyone with an internet connection can access. They are all in
the same space and the filter functions make it easier to compare offers, which has a
positive effect on competitiveness. Thanks to a platform, providers have a simplified
payment system, demand organization, marketing, etc. according to the platform they use.

Lowers prices and increases effectiveness of preference satisfaction

The above-mentioned service expansion and easier access also lowers transaction costs
for all market participants. It also increases competition on the market which according
to the neo-classical economic theory lowers prices. Lowering of prices and market
barriers in combination with increased offer attracts new customers and, in many cases,
even creates completely new customer segments. The same goes for financial services -
primarily crowdfunding, which helps to gather resources not only for new organizations
and start-ups but also for established entrepreneurs (e.g. music bands or writers).

Ensures effective functioning of self-regulations of the ecosystem

Sharing economy platforms are co-created by their participants. It is therefore no surprise
that certain practices and unwritten rules are formed that help securing a smooth run of
interactions within the ecosystem. The platforms then adapt these practices into their
official procedure, such as a rating system (e.g. Airbnb, Uber). Ratings of individual users
and providers can signal to other participants if a subject is trustworthy and reliable.
Individual participants therefore follow the rules and provide high-quality services since
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negative ratings can significantly endanger their position on the market (Cohen and
Kietzmann 2014). Self-regulation or private regulation has many benefits in comparison
to global or public regulation (Chovanculiak 2016):

e Strong motivation of platforms to provide high-quality and effective regulation since
they are the ones effected by it the most. In comparison to public administration
regulations,

e Competition between individual private regulation systems that creates a
competitive advantage for the good and effective ones,

e Lowering of transaction costs by using the reputation system that motivates
participants to act professionally and warns about the ones who do not.

Self-regulation in its current form of course cannot fully replace global regulation from
public institutions and does not strive to do so. It strives to increase reliability and
improve user experiences that can have an overall positive effect on the entire platform.

Challenges of the sharing economy ecosystem

At the start of the chapter, we introduced the main challenges, threats, and cons of the
sharing economy ecosystem. This part will inspect them in more detail.

Upkeeping the security and protection standards

Not upkeeping certain obligations of traditional branches by the platforms of sharing
economy can significantly endanger the security and disrupt the current framework of
citizen protection (Czech Chamber of Commerce 2018), primarily in the following areas.

e consumer protection - not upkeeping established norms and rules disrupts its
established level,

e agreements on employment - not upkeeping established norms and rules disrupts its
established level of protection,

e general safety.

Eliminate the avoidance of tax liability

Another challenge is limiting tax liability avoidance if established rules are bypassed. Tax
liability is not consistently enforced according to a study by the Office of the Government
of the Czech Republic (Government of the Czech Republic 2017), which causes the
decrease of the volume of collected resources to the state budget.

Ensuring equal conditions to all market subjects

Unequal conditions on the market are partially connected to the topic of taxes. If one
group of service providers does pay taxes and the other goes not, unequal conditions
arise. The tax paying group has higher expenses and has a competitive disadvantage. The
same principle also goes for not abiding by other conditions defined by the state. If one
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group abides by them and the other does not, the first group is in disadvantage to the
second group.

Conclusions

The importance of sharing economy cannot be easily separated because it is connection
with many other branches. It initiates a number of intentional or unintentional
consequences. These consequences can have positive and negative impacts on the entire
society. In its “The rise of the sharing economy,” the consultancy firm Ernst and Young
(Ernst & Young 2015) tries to define the area that sharing economy affects positively.

More effective use of resources

More effective allocation of resources is beneficial for the entire society and increases the
performance of entire economy. This benefits individuals regardless if they participate in
sharing economy or not. When it comes to transportation, it enables more effective
planning of trips; in housing, it helps to lower costs for small hotels as well who can
advertise and increase their bookings. Cost effectiveness is also connected to the
functioning of the platforms that are not as financially demanding as some traditional
competitors.

Supporting social mobility and creating jobs

The topic of social mobility is closely connected to effective use of resources. Due to
lowering of prices, even small companies and entrepreneurs can participate in the market
mechanism. New earnings opportunities benefit all subjects on the market, mostly low-
income people otherwise excluded from the market - entrepreneurs because of
prohibitive entry barriers or users because of prohibitive high prices.

Thanks to low entry barriers in contrast to many traditional branches, work can be started
immediately. This is beneficial to people looking to earn some extra money or to people
who are “between two jobs” - they end one long-term employment and before they start
another one, they stay economically active via sharing services or other resources.

Environment

Thanks to more effective use of resources, the environment is positively impacted in many
ways. A certain goal can be thusly achieved by using less resources (gas, metal, etc.).
Lower prices can also create a “pillow” for using resources in a more economical way
towards the environment (renewable energy sources, etc.) that would usually be
unthinkable due to the prices. An interesting example is the result of a study conducted
by the Berkeley University (Shaheen and Chan 2015) that focused on the impacts of
sharing economy on transportation. According to their calculations, one shared car can
replace 9-13 standard cars. Thanks to a more effective connecting of supply and demand
in transportation, there is a significant decrease in emissions of greenhouse gases and
driven kilometers by up to 40 %.
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On the other hand, it is important to remember that sharing economy can have negative
effects such as market distortion which lowers its allocation effectiveness and thereby
also the prosperity of society. A certain risk is also a disruption of legal security, which is
affected primarily by a lack of a legislative-regulation framework that would state which
rules must be followed and which not. This fact can also cause a negative attitude of
society towards sharing economy that could reflect in pressuring public institutions to
generally regulate, something which would not help either subjects.
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