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Uber’s Business Model
Transport service providers like Uber and Lyft have been involved in legal and ethical issues as they try to answer the question of whether their drivers should be regarded as employees or independent contractors. The issue has emerged because those who work on the online application platforms (also known as gig workers) can fit in neither employee nor contractor terms as traditionally defined by law. This has created more problems for the workers with their employers (Uber) as the organization continues to battle legal challenges associated with how it treats its employees.
Uber has been in a constant fight and legal battles with its drivers over the past few years as they (drivers) seek to be recognized by Uber as employees. Uber has filed various applications in court trying to unravel this dilemma that has seen the company lose millions of dollars as the tussle continues. According to Passy (2019), Uber filed an S-1 form where it argued against those drivers who want to be recognized as employees. According to the author, in the document, Uber highlighted that its drivers are independent contractors because they have the freedom to choose when to respond whenever transport services are needed (Passy, 2019). Uber further stated that the drivers are free to provide their services on a different platform like Lyft (Passy, 2019). This
Uber’s business model is based on contracting drivers who register on its app and they can get to provide clients with transport services. According to Loewenstein (2016), Uber’s business model involves a sophisticated mobile app where drivers sign-up or register, and the company connects them with “fare-paying customers” (p. 1010). However, the contracting terms have been the main factor causing the tussle between Uber and its drivers as each side tries to pull away from the other. While drivers claim that they need to be recognized as employees, Uber, on the other hand, pulls in the opposite direction claiming that the drivers are independent contractors. The question, therefore, is whether legally Uber’s business model allows its drivers to be regarded as independent contractors or employees? This question is based on a close examination of Uber’s business model and how it applies to drivers.
Uber has been engaged in legal procedures over the last years in which the company agreed, in most cases to settle the victims. As Loewenstein (2016) explains, Uber’s business model has created more problems over the last years for the company. According to Passy (2019), in March 2019, the company agreed to pay $20 million to its drivers contracted in California and Massachusetts. According to the author, the compensation came as a result of a court ruling on the damages Uber caused to drivers in these two states (Passy, 2019). The drivers sought damages that the company caused them based on what they termed as independent contractor misclassification” in the IPO document (Passy, 2019, p. 3). However, Uber has not had troubles in the United States alone, but it has been battling similar legal cases in other countries where it operates including the United Kingdom and France.
A U.S. district judge in Philadelphia in 2018 ruled that Uber’s drivers cannot be classified as employees under the federal law, but instead, they are contractors (Passy, 2019). This has been the basis of Uber’s argument for many years in different cases. However, this has been opposed by many court cases both in the United States and outside. For example, in the United Kingdom, a Supreme Court ruled that Uber drivers should be classified as employees and not contractors (Passy, 2019). The same findings were noted in the Paris Court of Appeal’s finding that determined that Uber’s drivers are workers because they have a work contract with the company (Passy, 2019).
Even courts in the United States have also opposed Uber’s claim that its drivers are contractors and not workers. In 2017, Atlanta’s civil court on the case, Jessicka Harris v. Uber, made a comment that seemed to suggest that Uber’s drivers’ status is not an independent contractor as they claim but employees. According to Bensinger (2019), Uber faces many court cases, which may bring great liability if the drivers are classified as employees. However, this is already seen in some places like California where legislators have passed a law that seeks to recognize Uber and any other transport service providers to recognize their drivers as employees. According to Conger and Scheiber (2019), Californian legislators approved the bill in 2019 that change the way Uber and other players like Lyft do their business. As Conger and Schieber (2019) further explain, this kind of legislation could influence other states to adopt the same policies as already demonstrated in some other states like Washington, Oregon, and New York. New York City has already passed a bill that sets the minimum wage for ride-hailing drivers like Uber’s drivers (Conger & Scheiber, 2019).
Based on tort law theory, Uber’s actions could result in more liabilities in the future as already seen in some of the previous cases. According to Tilley (2016), tort law involves three types of liabilities including intentional, negligence, and strict. As Loewenstein (2016) further explains, competition in the current market has created opportunities and challenges. The opportunities include the opening up of more markets, while the challenges include the changing legal environment which increases the organization’s liabilities. Uber’s case is such an example of how a competing business environment has detrimentally affected the businesses that contribute to the sharing economy (Loewenstein, 2016). 
Based on the above findings, Uber should change its corporate strategy to involve employee classification. According to Loewenstein (2016), Uber structures the legal relationship with the drivers to avoid the legal implications that would result in liabilities as the company may be found liable for complying with employment laws. According to Loewenstein (2016), Uber’s current model offers it a competitive advantage over most of the traditional taxi companies that identify their drivers as staff. However, this is legally and ethically wrong. The current model involves Uber setting the regulatory framework including the hourly compensation for its drivers (Eisenbrey & Mishel, 2016). In the case, Tarasoff v. Regents of the University of California, the Supreme Court ruled that professionals have an obligation to take responsibility for their actions (Miller, 2017). Uber needs to start taking responsibility for its actions because if it continues using the technology structure as an excuse to evade its obligation to its drivers, it will result in serious strategic concerns, especially in operating in markets like California where there is a law that requires the company to acknowledge its drivers as staff. 
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