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Introduction
Uber is a taxi-hailing app by Uber Technologies Inc. It is arguably the world's largest ride-sharing company. The history of Uber can be traced back to Paris where two friends, Travis Kalanick and Garret Camp were attending the annual tech conference. On one of the nights during the conferences, the pair could not get a cab and that is when an idea struck on them. The idea premising Uber was to enable one to order a cab from their phones. 
[bookmark: _GoBack]Uber started in 2009 and launched its first ride in 2010. The company started well and the idea resonated with the masses making it one of the best startups. Ten years since it started, Uber went public in what was hyped as the best IPO for a company making entry into the NYSE. Wall Street valued the company at $120 billion. This was the largest loss experienced in the history of the stock market. The journey of Uber has not been smooth but the company has remained resilient and continues to innovate.
 The company has ventured into the delivery of food through its platform Uber eats. In its bid to reduce transport costs, Uber offers UberPool, which allows drivers to pick multiple riders on one scheduled route making it cheaper for customers (Moon, 2015). Uber is also into electric scooter renting in collaboration with Alphabet Inc. Further, UberBoats are available for cities that have maritime traffic.  However, the entry into the stock market flopped making the company lose its value to around $67 billion, almost half than it was valued. As one of the industries that rose after the recession of 2008-09, Uber is among the first transportation company that has applied the sharing technology in its business model. 


Uber can be said to be a successful company and a leader in its industry. There are so many aspects to look at when analyzing its progress since inception and this paper offers insight into the array of factors that have contributed to for the company to be where it is. This paper will consider the market before the entry of Uber, the inefficiencies that Uber exploited, its pricing model, and the potential for international expansion and trade disputes that may appear among other things.  
Market before Uber Entry and the Inefficiencies that It Exploited
The taxi industry existed for many years before Uber was officially launched in the last decade. The taxi industry was regulated by the local government and involved cabs, which were of similar color. Passengers would flag a car, which was passing or go to the nearest place where it was easy to find one. The need to have all the taxis having identical colors could be explained by the need for quick recognition. 
The entry of Uber into the transport business lead to many disruptions as it capitalized on the inefficiencies present in the industry. The idea behind the birthing of Uber was that of convenience. The idea was to have a platform where one would order a cab from their convenience and without much hassle (Yaraghi & Ravi, 2017). As indicated above, it was rather unpredictable when one would find a cab and at some times, it was difficult to find a cab. Uber rode on the digital age and internet accessibility to ensure that one gets a cab from their convenience. Another inefficiency that Uber exploited was the pricing of their trips. While the traditional taxis charged trips because of distance covered and for the most part their prices were static, Uber pricing includes such factors as the time needed to reach the destination. Further, there was no variety of choices in the traditional cab business and Uber exploited this aspect by introducing different types of cars that a passenger can request. The pricing system of Uber is also dynamic which helps in ensuring that demand and supply forces are taken into account while determining the prices. Uber, unlike traditional cabs, offers prices, which are much lower compared to conventional cabs. Another inefficiency that Uber exploited was inflexibility that was prevalent in classical cabs. Uber offers drivers the convenience of having flexible hours and working only when they are available. The waiting time was an issue because one had to wait for long before they would get a cab, with the inception of Uber, this has greatly been reduced. Uber has drivers in many locations and when a client orders a cab, an alert is sent to the driver in the nearby location, the driver responds to the alert and begins traveling in the position of the passenger. The waiting time is indicated on the website when one requests a cab and clients can see the car as it approaches through the website. Uber was able to exploit inefficiency in the rating of drivers. Clients viewed the classical cabs as a one-time transaction and thus did not give sufficient feedback necessary for the management to make improvements. Uber platform allows the client to rate the driver after the trip is over, the platform also allows drivers to rate their clients. This information is helpful as it can help the company improve and meet the expectations of their clients. 
Uber’s Surge Pricing in the Context of Shifts in Supply And Demand
Surge price is premised on the economics of demand and supply. In a free market, the forces of demand and supply determine prices. The foundation of this principle is that, when demand exceeds supply, prices go up, the increase in prices lowers the demand and attracts more suppliers in the market. This reduces prices and matches them to supply. Uber has incorporated an algorithm, which allows them to monitor demand, when demand in a certain area exceeds supply, the app automatically raises the price (Guda & Subramanian, 2019). For transparency, the surge icon appears indicating that prices have been increased; Uber removed the surge icon from the app in 2016 and currently indicates that prices have gone up due to increased demand. This helps Uber to achieve two things: one it lowers the number of clients requesting the ride and secondly, it attracts the drivers from the nearby town to come in the area that has a price surge. The number of riders reduces because some may opt to wait until the prices are back to normal, others opt for different means of transport that may be cheaper such as public means. The combination of these factors makes the number requesting the cab go down. 
The second way in which price surge works is by attracting nearby drivers in the area where there is a surge. As with the economic reasoning postulating that higher profits attract more suppliers, nearby Uber drivers noting an opportunity to cash out more in the nearby area may shift to the location with the surge. Price surge also encourages drivers who may be resting to get back to work due to incentives created by the higher prices. These actions get more cars back to the traffic increasing supply. The surge in pricing means more profits since the distance covered is the same and the expense such as gas used remains the same but prices have increased leading to a higher profit margin. It also means that the demand is high and as such, the drivers will make many trips thus making more money. When drivers note this opportunity they exploit it by transferring their services to those localities. This leads to a shift in supply making more drivers available in the area. The Uber app is dynamic and refresh constantly, when it notices that the number of riders has matched the number of drivers, it readjusts the prices automatically to reflect the new demand price (Guda & Subramanian, 2019). Notably, the surge prices depend on the difference between the demand and the supply, if the gap is small, the surge is small and if the gap is large, the surge is greater. The incorporation of this pricing model has helped Uber to manage the demand and supply as it happens in a free economy. The dynamic pricing has given Uber and its drivers an edge over other companies. 
Uber’s Surge Pricing in the Context of Price Discrimination
Price discrimination occurs when a firm charges different prices to different customers for the same services. The reasons for price discrimination are not necessarily pegged on costs and may depend on other factors such as customers’ preferences, comfort, and convenience. To effectively price discriminate, a firm should ensure that certain conditions. First, the firm must be able to control the prices, secondly, it must be able to prevent resale from one buyer to another. Lastly, there must be price elasticities in the market for the different services or products (Mehra, 2021). A firm that manages price discrimination can increase revenue and therefore profits significantly. Uber has utilized this strategy and it has worked to its advantage. Uber provides different types of cars, which charge different prices thus increasing its customer base. Uber riders have options to request UberX, UberPlus, UberBlack, UberSUV, or UberLUX. These cars charge different prices for the same trip. An example of how this price discrimination would play in a state such as California, UberX would charge $20, UberPlus $50, UberBlack $75, UberSUV $95, and UberSUV $110 for the same distance. With the introduction of UberPool, the firm can charge even less for trips thereby attracting many price-sensitive consumers. Charging different depending on the type of car that one requests are called price discrimination by type. This kind of discrimination is based on observable characteristics and non-observable characteristics such as the value that the client holds on the good or service (Banha, 2017). Uber also price discriminate based on the location, they charge higher prices when one is traveling to certain suburbs, which are wealthy. Regardless of the type of mechanism utilized, the objective of price discrimination is to the difference in the willingness to pay of different customers thus increasing profits. Price discrimination is possible because of the difference in people's income and other circumstances. Despite, what many people hold, discrimination can be beneficial to consumers and firms. An example would be where firms may charge more but increase efficiency through reducing waiting time. In such a case, people's needs are solved with convenience but they pay more. 
Concepts of Economies of Scale and Economies of Scope in Uber’s Business Model
Economies of scale are the advantage that accrues to a firm because of increased units of production. The advantage arises because fixed costs per unit will be lower when there is increased production (Apte & Davis, 2019). Uber can benefit from economies of scale because of such costs as advertising and technological advancement. The company is also able to dedicate a substantial amount of money to research and development in a manner that small corporations cannot. 
Economies of scope postulate that the average total costs of production decrease when the firm increases the variety of goods produced. For this to hold water, the goods produced or services offered should be complementary (Apte & Davis, 2019). Uber has made reaped from the economies of scope by the introduction of other business lines, such as Uber Eats, which delivers food to customers. When firms diversify their product or service line, it ensures that even when the line of business is not doing well, the other line may be profitable. This advantage could better be explained during the time of Covid-19. Travel was limited and in many countries, there were restrictions, as a result, there was a decrease in revenue from carrying customers from one area to another. However, as most people stayed indoors and shied from eateries and restaurants, Uber eats had many people requesting deliveries of food to their homes.  



Concepts of Game Theory to Uber’s Market
Game theory is a decision-making tool that firms use to make strategic decisions. In-game theory the outcome for each participant, depending on the actions of all. In thinking of the actions that a firm will take, players must predict what move the other players will make (Pendergrass, 2019). Uber uses tools, which provide incentives to their riders and drivers. For instance, Uber shows a driver, the next fare of a trip before they have finalized their current trip. This creates motivation and makes the driver work in areas that are not their preferences and for hours beyond what they had planned. This works because showing the fare tricks the brain into anticipation of what is coming ahead and the reward serves as an incentive to continue working. 
Uber’s Potential for International Expansion and Potential Trade Policy Issues
While Uber has already gone global, there is still potential for it to expand. The potential to expand depends on several factors among them including the availability of transport networks and electronic payments systems in those countries (Bugador, 2019). The business model of Uber encourages more drivers to join the firm because it allows being their bosses. Some of the potential trade policy issues that Uber might encounter include entry barriers to some countries, intellectual theft which increases competition and reduces profits for firms, and rising trade tariffs. 
Incentive Pay Model Uber Uses and Its Effect on the Principal-Agent Problem
The principle-agent problem arises from the fact that agents are bosses who have slightly diverging interests. Because of this, the principle must find ways in which they can motivate agents to act in their best interest without spending much time and cost monitoring them. The pay model of Uber may cause agent-principal problems arising from the amount of money that they deduct from what they charge for a trip. Typically, Uber charges around 20% of the fare before tax. This may cause drivers to feel demotivated especially if there are other platforms, which can charge less. This is considering that the drivers provide their cars, the fuel and service them. Worse still, there is no button in the application that can allow for tipping of drivers. Tipping of drivers may improve the agent-principal relationship, as drivers will effectively carry their riders in expectation of a tip for a job well done. In doing this, the riders will be advancing the interests of the principal.  
Asymmetric Information Issues with Uber’s Business Model
Asymmetrical information exists when one of the parties in an economic transaction has more information than the other and uses the information to their advantage. Uber collects many data from the riders and the drivers; as such, they have more information than their drivers do. The main challenge is the communication channel between the firm and the drivers, which may lead to drivers operating with limited information, a factor that may lead to adverse selection.
Uber is still among the largest firm in the transport industry. With its innovative techniques and price discrimination strategies, the firm is expected to continue expanding. However, many other firms have entered the field and are proving competitive. Uber needs to continue conducting research and making improvements to ensure that other aggressive entrants in the industry do not eat up their market share.  
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