URPE at the ASSAs

Review of Radical Political Economics
o o o L] I—I 2
The Profitability Puzzle of Digital © 2023 Union for Radical

Political Economics

Labor Platfo rms Article reuse guidelines:

sagepub.com/journals-permissions
DOI: 10.1177/04866134231183213
rrpe.sagepub.com

S Sage
Zhongjin Li'(® and Hao Qi?

Abstract

By examining digital labor platforms that connect customers with gig workers, we attempt to
solve the puzzle concerning why these labor platforms, such as ride-hailing companies and food
delivery companies, continue to suffer weak profitability even though they promise a more
efficient way to mobilize and utilize the platform’s labor force. Stylized facts on the profitability
of the top ten global labor platforms and a descriptive analysis of their cost structures are
presented. We further argue that the modes of production and competition inherent in digital
labor platforms are critical to this profitability puzzle because they determine the upper limit of
surplus value extraction in production and the heavy financial burden of profit generation for
labor platforms.
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I. Introduction

The platform economy—and its rapid growth since 2012—has gained much attention from aca-
demia, regulators, and the general public. It is an economic form and a set of business models in
which producers and consumers produce, transact, and distribute under the organization and
coordination of digital platforms. The application of digital technologies, the proliferation of the
internet, and the widespread diffusion of mobile devices have brought about many transforma-
tive life experiences. Nevertheless, the widely claimed potential of the platform economy cannot
be simply justified by technological innovation. The platform economy relies on platform com-
panies to operate; like traditional capitalist companies, platform companies depend on profits to
survive and grow. In addition, without focusing on the bottom line, platform companies are likely
to encounter declining interest from existing and future investors. Therefore, to understand the
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behaviors and dynamics of the platform economy;, it is necessary to investigate the profitability
of the platform companies.

This research focuses on a particular type of platform company that connects customers with
gig workers who perform discrete tasks or provide labor-intense services. Labor platforms are
ubiquitous and transform how people move around (Didi, Lyft, Uber), deliver and receive food
(DoorDash, Grubhub, Meituan), and complete other everyday tasks (Taskrabbit, Amazon,
Mechanical Turk). The past decade has seen a fivefold increase globally in the number of digital
labor platforms (International Labour Organization 2021), which have contributed on a massive
global scale to an ever more intimate connection between the virtual and real economy. Moreover,
after the Great Recession, labor platforms are also treated by policymakers in many economies
as crucial job creators.

More importantly, digital labor platforms are recognizably transforming the world of work.
Acting as intermediaries that connect service/product providers and customers, platform compa-
nies can largely avoid employers’ traditional obligations by outsourcing and pursuing lean pro-
duction “in heightened form” (Srnicek 2017: 90; Zwick 2018). They are highly capable of
mobilizing and utilizing their labor force thanks to flexibility, regulatory arbitrage, and algorith-
mic management. Living in the age of high unemployment and underemployment, workers are
increasingly subject to precarious working conditions shadowed by flexibility, while platform
companies take advantage of gaps in labor regulations. Digital platforms adopt algorithmic man-
agement in allocating jobs and monitoring and controlling the labor process, leading to the inten-
sification of work and the deteriorating job experience (Rosenblat and Stark 2016). Because
working through digital labor platforms is typically individualized and segmented, workers face
significant impediments when trying to organize for collective bargaining, which further pre-
vents them from better compensation and protection (Lei 2021). These technological, institu-
tional, and organizational changes work predominantly in favor of platform companies and
should therefore expectedly contribute to a high profitability potential.

In reality, however, this expectedly high potential does not materialize as actual high profit-
ability, nor does this highly extractive labor practice produce a successful platform business
model with high profitability that can reproduce and sustain itself. These expected results are, in
fact, far from the truth based on our detailed analysis of the financial statements of the leading
labor platform companies.' Herein, we propose that a profitability puzzle exists in the dominant
business model of labor platforms: Why do the labor platforms we use today fail to generate
significant profits despite their highly extractive labor practices? In section 2, we present the styl-
ized facts about the profitability of major labor platforms and provide a descriptive analysis of
the cost structure. In section 3, we dive deep into two critical aspects of the labor platforms—the
mode of production and the mode of competition—to make sense of the profitability puzzle.
Section 4 discusses the implications and concludes the article.

2. Stylized Facts

We use the financial data from the ten largest global labor-based platform companies by gross
transaction value (GTV) and market capitalization. They operate online food ordering and deliv-
ery or ride-hailing platform businesses in North America, Europe, East and Southeast Asia, and
Latin America. By the end of 2022, these companies as a whole were valued at $264 billion. This
aggregated number, nevertheless, is even smaller than the market capitalization of the smallest
company (Meta) among big tech giants, suggesting that these labor platform companies are only

'During our revision of this article, Silicon Valley Bank, the bank that had been deeply interwoven to the
tech sector, including the platform economy, collapsed on March 10, 2023, further revealing and adding to
the vulnerability of these digital platform companies.
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Table I. Profit Rates of Major Labor Platforms (%).

Market cap by 2022 (until

GTVin 2021 the end of 2022 the 2nd or

(billion USD)  (billion USD) 2016 2017 2018 2019 2020 2021 3rd quarter)
Meituan 104.12 138.7 =12.1 -4.6 -9.2 2.0 2.6 -9.6 -2.1
Uber 90.4 49.3 -192 -264 -126 -27.1 -146 -99 -5.4
DoorDash 41.9 19.0 n.a. n.a. -30.7 -35.6 -6.9 -6.6 =79
Didi 347 15.4 n.a. n.a. -87 =55 -94 -31.7 n.a.
Just Eat Takeaway 30.7 4.6 -11.0 =192 -84 -47 -1.0 =53 -233
GoTo 30.6 6.0 n.a. n.a. -580 -983 -338 -144 -14.7
Grab 16.1 12.4 na. n.a. n.a. -599 -239 -139 =111
Delivery Hero 10.4 12.7 -98 -114 -12.1 -242 -I55 -85 -83
Lyft 8.1° 4.0 na. -235 -260 —475 -384 -238 -18.8
Deliveroo 8.2 2.0 n.a. n.a. -80. -736 -343 -194 -10.8

Source: Financial statements of the companies, various years.
Note: GTV = gross transaction value.

?Only food delivery.

®GTV in 2018.

medium or small players in the overall platform economy. However, labor platforms play a cru-
cial role in employment. Although it is debatable whether they have created new jobs or just
replaced old jobs on their platforms, today these companies organize and coordinate millions of
drivers, couriers, and other gig workers across the globe.

Profitability herein is measured as a ratio between profits (losses) from operations and total
assets in order to focus on the primary businesses of platform companies and exclude the impacts
of financial investments and income taxes on profitability. Table 1 reveals the profitability of
these 10 labor platform companies ranked by their GTV. All of them have suffered weak profit-
ability or, in fact, significant losses over the years except for Meituan in 2019 and 2020 only. The
simple average of all the profit rates in table 1 is —20.7 percent. Companies such as GoTo, Grab,
and Deliveroo endured extreme losses, with profit rates even lower than —50 percent. During
2016-2022, although almost all the companies suffered losses, large-scale (measured by GTV)
companies on average were more profitable than smaller ones. This positive correlation between
scale and profitability reflects the fact that platforms may gain more monopoly power through
the economies of scale and network effect if they successfully expand their scale relative to their
competitors.

Most labor platforms in table 1 experience a generally declining trend in loss. Figure 1
presents the average profit rates for a balanced sample of the four companies that have data
over the period of 2016-2022 (Meituan, Uber, Just Eat Takeaway, and Delivery Hero) and an
unbalanced sample of all 10 companies. For each sample and each year, a simple average and
an asset-weighted average are both presented. It is interesting to note the divergence between
the unweighted and weighted averages of the unbalanced sample. The unweighted average
exhibits a significantly larger decline in 2018 and 2019 than the weighted average, which is
driven by the largest asset-heavy companies, particularly Meituan and Uber. This divergence
reflects the fact that smaller companies, as new entrants into the platform economy, are more
aggressive than their asset-heavier counterparts and chase operational scale by paying massive
subsidies to attract and retain gig workers and customers. Such practices have recognizably
become an alarming fashion in platform competition, leading to high costs of operation and
low profitability (Li and Qi 2022).

As figure 1 shows, average profits by all four measures improved from 2019 to 2022. One
should be cautious in interpreting this trend as a permanent recovery in profitability because this
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Figure 1. Profit rates of major labor platforms.
Source: Financial statements of the companies, various years.
Note: The profit rates for 2022 are calculated with quarterly data since the annual rates are not yet available.

trend overlaps with the COVID-19 pandemic, which has significantly stimulated contactless
services that labor platforms provide. The spike in unemployment and underemployment as well
as the suppressed real wage also contributed to the rapid growth of these platforms. Despite the
impacts of the pandemic, most labor platform companies still accrued heavy losses, which only
highlights the inherent constraints of labor platforms.

Consequently, a descriptive analysis of the cost structures of labor platforms is needed to fur-
ther explore the connections between the major costs they incur and the business strategies they
adopt. We focus on the top two labor platform companies—Meituan and Uber—that have so far
released detailed data about their costs, especially the costs related to platform labor.?

Figure 2 presents the major costs of Meituan. The earnings of couriers category has the highest
ratio over revenue, an average of 44 percent from 2016 to 2021. Earnings of couriers represent the
platform labor costs that Meituan bears in food delivery, the core business of the company.
Earnings of couriers is on average equivalent to 81 percent of food delivery revenue, thereby limit-
ing the room for profits and other costs of the core business.? Nevertheless, Meituan has adopted
a strategy of building a platform ecosystem on the basis of food delivery by developing a variety
of other services—such as retailing, restaurant logistics, hotel and restaurant booking, travel, bike
sharing, and so on. The contribution of food delivery in revenue declined to 54 percent by 2021. If
the strategy is successfully implemented, it will enhance the utilization rate of the time of couriers
by dispatching more kinds of delivery orders to them; it will also increase user stickiness or loyalty
and the platform’s monopoly power, which in turn will allow the platform to charge restaurants,
grocers, hotels, and other sellers more commission and advertising fees.

’The cost structures of Didi and DoorDash are not presented here because of the word limit but are available
upon request.

3As a top manager of Meituan put it, “The earnings of couriers cannot significantly decline, otherwise it is
digging our own graves” (Ma 2022).
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Figure 2. Major costs of Meituan.

Source: Financial statements of Meituan.

Note: Profits (losses) from operations =revenue — costs of revenue — sales and marketing — R&D expenses — other
operation costs. “Earnings of couriers” is a part of “costs of revenue.”

However, the implementation of the ecosystem strategy demands massive investments in
advertising and customer incentives. This requirement, in fact, explains why sales and marketing
is the second largest cost, equivalent to 30 percent of revenue. Cost of revenue (excluding earn-
ings of couriers) is, on average, equivalent to 24 percent of revenue, which is largely related to
the expansion of its retail business, a crucial step in Meituan’s ecosystem building. These three
cost categories add up to 98 percent of revenue, leaving only 2 percent of revenue to break even
before covering research and development (R&D) expenses, administrative expenses, and other
costs. However, when R&D expenses take on average 11 percent of revenue—and given other
costs in the business operation—a heavy loss can be easily anticipated.

Figure 3 presents the cost structure of Uber, which runs both a ride-hailing platform and a food
delivery platform. Earnings of drivers and restaurants* on average is about 79 percent of the gross
bookings (i.e., GTV) on Uber platforms from 2016 to 2021. The size of this cost relative to gross
bookings has been stable despite significant growth in gross bookings. The second largest cost is
cost of revenue, amounting to 11 percent of gross bookings. As defined in Uber’s financial state-
ments, cost of revenue primarily consists of insurance costs, credit card processing fees, bank fees,
data center and networking expenses, mobile device and service costs, and so forth. Another 7 per-
cent of gross bookings are used to cover sales and marketing costs, indicating that Uber must
constantly invest in advertising and provide customers incentives to maintain and strengthen its
market power. All three parts add up to 97 percent of gross bookings. Because R&D expenses take
another 4 percent of gross bookings, there is no room for Uber to achieve positive profits.

Although the empirical analysis above presents the weak profitability of labor platforms—
ubiquitous across geographical locations and persistent over years—it seems to contradict many

“Because of data availability, the earnings of restaurants cannot be excluded from the category, but we
assume its proportion is stable over years.
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Figure 3. Major costs of Uber.

Source: Financial statements of Uber.

Note: Revenue, as defined in Uber’s financial statements, does not include the earnings of drivers and restaurants, so
we compare major costs with gross bookings. Profits (losses) from operations =gross bookings — earnings of drivers
and restaurants — costs of revenue — sales and marketing — R&D expenses — other operation costs. According to
Uber’s financial criteria, “Earnings of drivers and restaurants” is not a part of the “costs of revenue.”

academic findings and public concerns that gig workers on these labor platforms are largely
undercompensated and overworked (Montalban, Frigant, and Jullien 2019; Qi and Li 2020). In
order to reconcile and make sense of the contradiction between the extractive labor practice and
the low actual profitability of labor platform companies, we argue in the following section that
the profitability puzzle can be explained by the modes of production and competition, two critical
components underlying digital labor platforms.

3. Explaining the Puzzle from the Modes of Production and
Competition

3.1. Mode of production

Digital labor platforms such as Uber and Didi do not perform well in controlling costs related to
platform labor. Meituan can reduce the proportion of labor costs only by expanding aggressively
into non-labor-based industries. The incompetence in controlling labor costs is a necessary con-
sequence of the way labor platforms shape and configure the technological and organizational
dimensions of the production process.

Digital labor platforms utilize information technologies to match customers on the demand
side to gig workers and merchants on the supply side. Platforms facilitate transactions by auto-
matically collecting and analyzing data from both sides and dispatching tasks to specific workers
based on certain standards (e.g., the distance between the worker and the customer). With artifi-
cial intelligence (Al)-based algorithms, platforms can not only match current demand and supply
but also make precise predictions on future demand and provide guidance for the temporal and
geographical allocation of production capacity. Platforms can extract and process data to
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personalize marketing based on up-to-date customer information and behaviors, thus shaping
customer preferences and creating demand. Data and information technologies are critical
resources in the platform economy. When platforms monopolize these resources, they control the
market access of workers to customers. Therefore, the income of platforms can be viewed as a
form of rent arising from owning data assets as well as the technologies that enable platforms to
utilize the data (Durand and Milberg 2020; Foley 2013; Rotta 2022). Platforms reproduce their
positions as digital landlords by constantly collecting data, transforming data into assets, and
upgrading their technologies. The amount of rent that a platform can receive largely depends on
how exclusive its control is over data and leading information technologies.

Despite the similarities between platforms and traditional landlords, there is a substantial dif-
ference. Rent can be consistently extracted only after value and surplus value is produced; in
contrast to traditional landlords, platforms actively engage in the production process in which the
sources of rent are located. Information technologies are used by platforms to monitor and disci-
pline gig workers. Platforms collect multidimensional data about the labor process of workers
with apps, GPS, payment records, cameras, and customer evaluations. Algorithmic management
utilizes data such as working time, work schedule, service quality, transactions, earnings, and job
history to customize incentives to targeted workers and control the labor process (Kellogg,
Valentine, and Christin 2020; van Doorn and Badger 2021). These algorithms, along with non-
algorithm rules, place geographically dispersed workers under intensive supervision. This disci-
plinary system on labor platforms is particularly effective in lengthening the working day and
enhancing workers’ responsiveness when they lack alternative job options and must rely exclu-
sively on platform-mediated jobs.

In this sense, platforms shape the technologies of the production process in a way that primar-
ily enhances the utilization of labor time and imposes algorithmic management over the labor
process. A gig worker receives more orders on the platform than in the traditional mode of pro-
duction. Algorithmic management disciplines workers to provide adequate and qualified ser-
vices. Nevertheless, it is crucial to note that the technologies barely affect the production process
in the narrow sense (i.e., the process in which workers perform labor to finish each task). For
instance, a ride-hailing driver picks up customers and drives the car to the destination in the same
way as a taxi driver provides services. A delivery worker in the platform economy finishes an
order in the same way as the task is done in the traditional offline economy. The technologies
adopted by the platform have changed how workers receive information about the job, how
workers allocate labor time, and how workers get disciplined, but not how workers perform labor
and finish tasks. The latter remains largely unchanged relative to the traditional form before the
platforms appeared.

The technological transformation of the production process is associated with the organization
of labor. It is widely recognized that platforms organize gig workers without establishing a for-
mal employment relationship, which helps platform companies evade legal responsibilities asso-
ciated with formal employment and makes the supply of labor more flexible (Schor and
Attwood-Charles 2017). A crucial result of this organizational arrangement is that platforms con-
nect millions of gig workers without changing the technologies with which gig workers finish
tasks. In most cases, gig workers purchase key means of production used for their platform jobs,
which saves platform companies from massive fixed investments; nevertheless, it also means
that workers on the platform tend to use the same means of production as self-employed workers
use in the traditional economy. For instance, vehicles in the ride-hailing industry have no signifi-
cant technological differences from taxis and cabs in terms of gas efficiency, service life, or
safety. Gig workers on the platform are not technologically more competent than self-employed
workers in the traditional economy in finishing tasks.
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To illustrate the impact of the mode of production on profitability, we express the total profits
of a labor-based platform using a simplified equation:

H:L[tev(l—a)—b]—c )

where:

IT =the total profits,

L =the number of homogeneous gig workers,

¢t =the average work hours of a representative platform worker, which is an increasing func-
tion of the data owned by the platform,

e =the effective labor effort per hour (intensity of work), which is also an increasing function
of the data owned by the platform, and

v =the amount of monetary value converted from one unit of labor effort.

In the case of ride-hailing or food delivery, e refers to the labor effort that meets customers’
demands by providing qualified services at the right time and in the right place. v is determined
by the technological transformation of the actual production process. The amount (#*e*v) is thus
equal to the gross monetary value created by a representative platform worker.

The rest of the three parameters (a,b,c) correspond to the main cost components in the plat-
form model:

a =the proportion of the cost to the gross monetary value that increases with the transaction
scale (e.g., credit card processing fees).

b =the proportion of the cost to the platform labor—more specifically, the minimum earn-
ings—that can attract and retain a representative gig worker on the platform to perform (#*e)
hours of effective labor.

¢ =all the costs that exhibit economies of scale (e.g., R&D expenses).

The technologies used for supply-demand matching and algorithmic management can effec-
tively extend working time ¢ and increase labor effort e; however, both ¢ and e have an upper
limit, no matter how effective the technologies are. The upper limit of ¢ is constrained by work-
ers’ physical conditions and prevailing social norms; e cannot be unlimited either because work-
ers only work at a tolerable pace. More importantly, the lower limit of compensation b increases
with a rising total effective labor (#*e); if the platform job takes more hours and effort, the gig
worker will need and demand more earnings, which are necessary for not only the reproduction
of labor power but also for the depreciation of worker-provided means of production. Platforms
have not changed the technologies by which gig workers finish tasks; thus, they have failed to
increase the rate to convert labor effort to monetary value (v). Without adopting more efficient
technologies in the direct production process, each unit of effective labor effort is not trans-
formed into more or better services, which seriously limits the capacity of platforms to control
labor costs relative to revenue.

3.2. Mode of competition

The upper limit of total effective labor effort (#*e) and the lower limit of worker earnings (b)
have restricted the profitability of platform companies. Nevertheless, these limits can only
explain the weak potential of profitability; they fall short of accounting for the widespread losses
of platform companies. A full explanation needs to insert the mode of competition into the
picture.

We adopt a theoretical framework in which production and competition, as well as their inter-
actions, shape firms’ strategies, the result of which is profitability. Regarding production and
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competition, Marx, discussing his theories on the absolute and relative surplus value, set a good
example. For Marx (1976), production has a fundamental role in the economy; the mode of pro-
duction in capitalist firms affects and is also affected by the competition among capitalists. The
production of absolute surplus value involves a vicious cycle between intense exploitation
(extended work hours, increased labor intensity, etc.) and mutually harmful competition among
capitalists, whereas the production of relative surplus value implies constant work hours (in most
cases) and mutually beneficial competition among capitalists. Similarly, Crotty’s (1993) theori-
zation of competition regimes also involves the transition in the modes of accumulation (produc-
tion) from capital widening and capital deepening.

These insights shed light on the understanding of the relationship between production and
competition in the platform economy. Labor platforms not only, as elaborated above, have lim-
ited capacity to control labor costs (relative to revenue) but also face low barriers to entry, expos-
ing incumbent platforms to the persistent challenges of new entrants. The key set of information
technology used by labor platforms is widely recognized as soff; it is not difficult for new entrants
to overcome the technological barriers. In fact, it is a common practice for platform companies
to rent important infrastructure (cloud computing, payment instruments, etc.) from big tech com-
panies, thereby further lowering technological barriers to entry. More importantly, labor plat-
forms connect gig workers without offering a formal employment contract, thus changing the
way these workers finish tasks or providing them with means of production. All these features of
production allow new entrants to achieve an explosive expansion that rapidly erodes incumbents’
market shares, especially when the new entrants invest massively in customer and worker
incentives.

The incompetence in controlling labor costs and the low barriers to entry jointly put labor
platforms in coercive competition (Crotty 1993) or an expand-or-die situation. Competition from
new entrants and internal labor-cost pressures lead to cutthroat competition in which platforms
engage in price wars to maintain market shares. These wars can be major events in the market;
they can also happen on small scales in daily competition among platforms. The labor cost asso-
ciated with price or subsidy wars becomes a crucial factor that leads to losses. It is noteworthy
that financial capital (venture capital, private equity, sovereign wealth funds, etc.) plays a critical
role in supporting platforms in the fierce competition (Li and Qi 2022). Financial capital tends to
maximize the market capitalization of platform companies by assisting or compelling them to
expand and achieve market monopoly. The financial value imperative prioritizes expansion and
monopolization over profitability, leading to massive and persistent losses.

Expansion and monopolization through price or subsidy wars are costly and unsustainable.
We can consider this strategy a low-road strategy in platform rivalry. It is implemented only
when platforms are cornered in an expand-or-die situation and are coerced by each other to
expand. Along with the low-road strategy, platforms in practice also adopt three high-road strate-
gies to avoid price wars and seize more economic power, all of which have implications on
profitability.’®

First, the platform may implement a strategy to improve labor extraction and maximize the
difference between the effective labor effort of gig workers and their earnings. Using equation
(1), this strategy corresponds to an increase in ¢ *e relative to b. In practice, adopting this strat-
egy involves a variety of approaches for more effective labor control, including various organi-
zational methods that prevail in the traditional economy. For instance, Didi (in China) has allied
with car rental companies to provide vehicles to mostly rural-to-urban migrant drivers. Drivers
under the pressures of lease or debt contracts are compelled to work longer for less hourly

SThese strategies—which in no way guarantee sustainable profits—should be viewed as platforms’ attempts
to tackle the problem of labor costs rather than interpreted as recommendations from the authors on how to
build a sustainable and inclusive economy.
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earnings than drivers without such contracts (Mika and Polkowska 2022; Zhang, Qi, and Li
2021). However, this strategy has failed to boost profitability because ¢ *e has an upper limit and
b has a lower limit (as discussed above). Considering many gig workers are in debt, these lease
or debt arrangements, as well as the income precarity associated with their jobs, are likely to trap
them in accumulated debts that will intensify labor precarity and worker/platform tensions.

Second, platforms may also adopt labor-replacing technologies. A typical example is ride-
hailing platforms’ exploration of self-driving car technologies, aiming to reduce the costs of
drivers to zero. However, these novel technologies demand massive and continuous R&D invest-
ment, which suppresses platform profitability by increasing ¢ in equation (1). Employing the
driverless strategy, as some argue, also poses an existential challenge to the essentially asset-lite
business model of labor platforms and induces more risks and costs (McGee 2022). All these
concerns help explain why Uber and Lyft quit the self-driving car innovation in recent years.

Last, platforms may pursue a monopolization strategy in which the platform engages in both
labor- and non-labor-based services (particularly e-commerce) to build up a platform ecosystem
and more monopoly power. The labor-based services play an infrastructural role in forming a
massive customer base. This base becomes a critical resource (Li and Qi 2022) that generates
platform power, so more advertising and commission fees can be charged on the platform. This
monopolization strategy demands platforms expand and permeate into other aspects of custom-
ers’ daily lives; it usually involves the development of super apps that require more attention and
time from users. However, these investments are costly in terms of advertising expenses and
customer incentives. Some unprofitable investments are made only for the purpose of increasing
user stickiness or loyalty in a highly competitive environment. Thus, many platforms usually
incur heavy losses implementing this strategy.

Therefore, the mode of competition inherent in labor platforms compels them to engage in
cutthroat price wars, further extract worker efforts, and heavily invest in R&D and other ecosys-
tem-building efforts. Although some strategies cannot be pushed without limits, others inevitably
increase the financial fragility of digital platforms.

4. Conclusion

This study addresses the weak profitability puzzle of digital labor platforms and investigates the
modes of production and competition in an attempt to solve this puzzle. Although certain techno-
logical efficiency in the platform economy is undeniable, we call for a closer examination of how
platform technologies shape and configure certain aspects of the production process while leav-
ing others untouched. It is argued that those technologies are primarily related to market match-
ing and labor discipline rather than the way workers perform labor and finish tasks, which have
imposed limits on the potential of profitability. These limits and the fierce competition among
platforms tend to corner them in an expand-or-die situation. Both low-road and high-road strate-
gies for competition have inevitably generated a heavy financial burden and significantly jeopar-
dized platform profitability.

Our analysis also sheds light on how to build a more cooperative and viable platform economy
as an alternative. Both high labor precarity and low platform profitability challenge the sustain-
ability of the current platform model. Although it is often pointed out how imperative it is to
reform the current organizational and distributional aspects of labor platforms, our findings
emphasize the crucial importance of a profound transformation in the direct production process
of the platform economy, particularly the technological aspect. The prevailing labor platforms
are designed by platform capital to utilize millions of cheap workers conveniently and flexibly,
which results in millions of precarious jobs. A new form of labor platform should utilize technol-
ogy in a way that creates high-quality jobs that can integrate workers’ skills and technologies in
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the production process. This direction may help businesses imagine and develop a better alterna-
tive with platform technologies that fosters a cooperative platform intent on improving labor
conditions rather than capitalizing on labor extraction.

Declaration of Conflicting Interests

The author(s) declared no potential conflicts of interest with respect to the research, authorship, and/or
publication of this article.

Funding

The author(s) received no financial support for the research, authorship, and/or publication of this article.

ORCID iDs
Zhongjin Li {27 https://orcid.org/0000-0002-7748-2453
Hao Qi {2/ https://orcid.org/0000-0002-5830-1274

References

Crotty, James R. 1993. Rethinking Marxian investment theory: Keynes-Minsky instability, competitive
regime shifts, and coerced investment. Review of Radical Political Economics 25 (1): 1-26.

Durand, Cédric, and William Milberg. 2020. Intellectual monopoly in global value chains. Review of
International Political Economy 27 (2): 404-29.

Foley, Duncan K. 2013. Rethinking financial capitalism and the “information” economy. Review of Radical
Political Economics 45 (3): 257—-68.

International Labour Organization. 2021. World Employment and Social Outlook: The Role of Digital
Labour Platforms in Transforming the World of Work. Geneva: International Labour Organization.
Kellogg, Katherine C., Melissa A. Valentine, and Angele Christin. 2020. Algorithms at work: The new

contested terrain of control. Academy of Management Annals 14 (1): 366-410.

Lei, Ya-Wen. 2021. Delivering solidarity: Platform architecture and collective contention in China’s plat-
form economy. American Sociological Review 86 (2): 279-309.

Li, Zhongjin, and Hao Qi. 2022. Platform power: Monopolization and financialization in the era of big tech.
Cambridge Journal of Economics 46 (6): 1289-314.

Ma, Kexin. 2022. Couriers in a time of equalization [57] k. #h328a T, 70 & WAL, Latepost
December 25. Accessed at: https://mp.weixin.qq.com/s/uFZksYDdRh3cSyLF1 UVkQ.

Marx, Karl. 1976. Capital, volume 1. London: Penguin Books.

McGee, Patrick. 2022. The true flaw of driverless cars isn’t the tech. Financial Times January 24. Accessed
at: https://www.ft.com/content/189f75¢7-da81-4196-bbfc-4b3t7t6b112a.

Mika, Bartosz, and Dominika Polkowska. 2022. Work-on-demand in patchwork capitalism: The peculiar
case of Uber’s fleet partners in Poland. New Technology, Work and Employment. Accessed at: https://
doi.org/10.1111/ntwe.12262.

Montalban, Matthieu, Vincent Frigant, and Bernard Jullien. 2019. Platform economy as a new form of
capitalism: A Régulationist research programme. Cambridge Journal of Economics 43 (4): 805-24.

Qi, Hao, and Zhongjin Li. 2020. Putting precarity back to production: A case study of Didi Kuaiche drivers
in the City of Nanjing, China. Review of Radical Political Economics 52 (3): 506-22.

Rosenblat, Alex, and Luke Stark. 2016. Algorithmic labor and information asymmetries: A case study of
Uber’s drivers. International Journal of Communication 10: 3758-84.

Rotta, Tomas N. 2022. Information rents, economic growth, and inequality: An empirical study of the
United States. Cambridge Journal of Economics 46 (2): 341-70.

Schor, Juliet B., and William Attwood-Charles. 2017. The sharing economy: Labor, inequality, and socia-
bility on for-profit platforms. Sociology Compass 11 (8): 1-16.

Srnicek, Nick. 2017. Platform Capitalism. Cambridge: Polity.

van Doorn, Neils, and Adam Badger. 2021. Dual value production as key to the gig economy puzzle. In
Platform Economy Puzzles, eds. Jeroen Meijerink, Giedo Jansen, and Victoria Daskalova, 123-39.
Cheltenham, UK: Edward Elgar.


https://orcid.org/0000-0002-7748-2453
https://orcid.org/0000-0002-5830-1274
https://mp.weixin.qq.com/s/uFZksYDdRh3cSyLFl_UVkQ
https://www.ft.com/content/189f75e7-da81-4f96-bbfc-4b3f7f6b1f2a
https://doi.org/10.1111/ntwe.12262
https://doi.org/10.1111/ntwe.12262

12 Review of Radical Political Economics 00(0)

Zhang, Wei, Hao Qi, and Zhongjin Li. 2021. Regulated Market, Trapped Workers: The Impacts of the
“Tolerant and Prudent” Policy on Labour Precarity in China’s Online Ride-Hailing Sector. PERI
Working Paper no. 553. Amherst, MA: Political Economy Research Institute. Accessed at: https://peri.
umass.edu/publication/item/1552-regulated-market-trapped-workers-the-impacts-of-the-tolerant-and-
prudent-policy-on-labour-precarity-in-china-s-online-ridehailing-sector.

Zwick, Austin. 2018. Welcome to the gig economy: Neoliberal industrial relations and the case of Uber.
GeoJournal 83 (4): 679-91.

Author Biographies

Zhongjin Li is an Assistant Professor of Economics at University of Missouri-Kansas City. Her research
focuses on the political economy of development and labor with a regional focus on Asia.

Hao Qi is an Associate Professor of Economics at Renmin University of China. His research interests
include Marxian political economy, post-Keynesian economics, labor, distribution, inequality, and the
Chinese economy.


https://peri.umass.edu/publication/item/1552-regulated-market-trapped-workers-the-impacts-of-the-tolerant-and-prudent-policy-on-labour-precarity-in-china-s-online-ridehailing-sector
https://peri.umass.edu/publication/item/1552-regulated-market-trapped-workers-the-impacts-of-the-tolerant-and-prudent-policy-on-labour-precarity-in-china-s-online-ridehailing-sector
https://peri.umass.edu/publication/item/1552-regulated-market-trapped-workers-the-impacts-of-the-tolerant-and-prudent-policy-on-labour-precarity-in-china-s-online-ridehailing-sector

