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Abstract
With the growth of the “sharing economy” some established industries face new competition. Effects in the taxi industry have been felt through the impact of ride-hailing services like Lyft, Uber and Sidecar which have revolutionized the industry. Traditional taxis are subjected to more regulations that Uber and other ride-hailing apps. In most jurisdictions, traditional taxi drivers need an occupational license to carry passengers and are prohibited from operating outside the area their license allows. Taxi driver population has also been limited by the issuance of medallions and regulatory bodies which often set fares for taxis. These incumbent taxi companies also use outdated technology (dispatch systems developed in the 1940s) while innovative ride sharing apps such as Lyft and Uber use mobile applications to match taxi drivers and passengers and have created unprecedented competition in the sector. In response to the unfair competition imposed by Uber drivers, some jurisdictions have imposed regulations that either limit the operations of Uber or ban it completely. Some scholars argue that these regulations resist creative destruction and fail to recognize Uber as the disruptive innovation it is. Another sore topic for Uber and its regulators is treatment of workers under Uber. The question “Are Uber drivers independent third party contractors or company employees?” has been one of the most debated questions in the last year especially with cases on the matter in different jurisdictions including the UK and California. This paper discusses the role of Uber as an agent of creative destruction, the relationship between Uber and the regulator and the relationship between Uber and Uber drivers. 

Dynamic of Competition and Uber
The emergence of the “sharing economy” has introduced new competitors in established industries. Sharing in this case is not used in the common sense of the word but rather the selling and buying short-term usage rights of other people’s facilities. Effects in the hotel industry have been realized through Airbnb while in the taxi industry, ride-hailing services like Lyft, Uber and Sidecar have revolutionized the industry. The taxi industry has been upended by the rapid growth of these ride-hailing services as incumbents continue having to deal with regulations imposed on traditional taxis. According to Kleiner & Krueger (2010), about third of private sector workers have jobs that include occupational licensing requirements. Traditional taxi drivers are part of this demographic and in most jurisdictions; they need an occupational license to carry passengers and are prohibited from operating outside the area their license allows. Taxi driver numbers have also been limited by the issuance of medallions and regulatory bodies often set fares for taxis. Innovative ride sharing apps such as Lyft and Uber use mobile applications to match taxi drivers and passengers and have created unprecedented competition in the sector. By the end of 2015, the number of Uber and Lyft drivers in the United States was half the number of traditional taxis and limos. Uber drivers also enjoy higher capacity utilizations rates as compared to taxi drivers. In a study by Cramer and Krueger (2016), it was found that taxi drivers’ capacity utilization rates lie between 30% and 50% while Uber drivers have a passenger in their car at least 50% of the time when they are logged into the app. The higher utilization rate for Uber taxis could be as a result of Ubers; larger scale, more flexible labor supply, convenient and efficient passenger-driver matching technology and inefficient taxi regulations. Uber drivers do not experience limitations of jurisdiction as taxi drivers do. 
One of the reactions of incumbents in the taxi industry to the rapid growth of Uber and other ride-hailing services has to be lobby regulators to increase regulations for Uber and slow down their growth. An alternative response is to just compete for customers in the market. Available competitive responses are however limited by the regulations imposed on the incumbents. Payment systems and prices are determined by regulatory bodies and traditional taxis are only left with options that do not provide much incentive to customers such as showing more courtesy through acts like not taking calls when driving. Uber is now being subjected to more regulations and the app is now facing several roadblocks in different countries. In Berlin, a court ruled that Uber taxis must return to their station since they are rental cars like any other while in Brussels, one court completely banned the service. Airbnb, which is Uber’s equivalent for short-term accommodation is also facing the same challenges. In his blog, Olsen (2014) questions the barriers being placed against Uber and claims that the interests of traditional taxi companies are given more consideration as compared to the gains that could be realized from the use of Uber. He quotes Mr Leipold of Berlin’s taxi association who described the situation as “This isn’t a student start-up against a big cartel. Uber is backed by Google. If I’m wearing gym shorts, I don’t want to compete against someone wearing hobnailed boots.” Olsen critiques this comparison and views the case as another instance of industries not being receptive to creative destruction. Specifically, he says “If incumbents indeed believe they have the right to only compete against student start-ups, it seems we have too little and not too much creative destruction. 
Joseph Schumpeter, an Austrian-American economist was the first to describe the concept of creative destruction. Creative destruction refers to the elimination of existing procedures, products, practices and services to make way for newer and more innovative practices and products. Creative destruction has especially been a subject of debate since the emergence of the digital economy. Creative destruction is often promoted by emergence of disruptive innovations. A disruptive innovation is one that creates a new market foothold and is often technologically-backed. Regulation and creative destruction are often at opposing ends. This is because regulation is about providing balance and maintaining a status quo while creative destruction involves the introduction of for newer and more innovative practices and products. In Uber’s scenario, regulations favouring incumbent taxi companies keep the company from unleashing its potential creative destruction. 
Even though regulatory practices are mostly meant to maintain and enhance the welfare of society, they often fail to achieve this and are co-opted to serve the interests of some groups. Sometimes, the regulations may only serve to protect the present and limit any future gains that enhance the welfare and wellbeing of society. Thus by sacrificing the future for the benefits to be enjoyed in the present, these regulations limit innovation. Schneider (2017) argues that Uber represents this case all too well. Those calling for the regulation of Uber and other ride-hailing services are not asking for the development of new regulations but that Uber taxis are subjected to the same regulations as incumbent taxi companies in the industry. Subjecting Uber to these regulations either results in local regulators making Uber comply with regulations that do not simply work for its model or outlawing the service. Uber comes off as an unregulated taxi business in an industry with other regulated service providers instead of as a new innovative business on the level of quality, technology, process and sourcing. Most of these regulations also use the past as their frame of reference without considering future innovations. Thus in instances where Uber is banned, Uber operations are prohibited because they do not fit into the traditional way of doing things instead of being embraced as a disruptive innovation. This is simply a case of imposing the past on the future. Uber is an agent of creative destruction; it offers convenient and efficient passenger-driver matching technology and has an innovative business model that lowers costs and increases capacity utilization. As a disruptive innovation, it offers strong competition to incumbent taxi companies who try to curtail its operations by lobbying for Uber to be subjected to the same regulations as these companies.
Uber and the Regulator
As stated in the above section, one of the reactions of incumbents in the taxi industry to the rapid growth of Uber and other ride-hailing services has to be lobby regulators to increase regulations for Uber and slow down their growth. Most regulators have are struggling to come up with new taxi regulations that since ride-hailing services such as Uber have essentially changed the industry. While scholars such as Schneider (2017) argue that Uber taxis and traditional taxis should be subjected to different regulations, others like Wyman (2014) argue that doing this will leave traditional taxis at a competitive disadvantage and thus both groups should be subjected to same regulations. Uber has clashed with regulators all over the world. Uber expanded by claiming to be a communication platform rather than a ride-hailing app and thus had the leeway to ignore existing rules in different jurisdictions. This has resulted in clashes with various national authorities, protests by traditional taxi drivers and passing of new regulations that seek to control Uber’s activities. Most of the regulations used on Uber are not particularly innovative. In some countries such as Denmark, Germany, Portugal, Hungary, Italy, Bulgaria and Romania Uber is completely banned (Kleiner, 2019). In these countries, Uber is banned because of the damage it would potentially cause to traditional taxi drivers in the countries. Such jurisdictions use the past as their frame of reference without considering innovations happening in the world. However, some jurisdictions are welcoming to Uber. Uber currently operates in more than 85 countries across all continents. While these countries allow Uber to operate, most of them do not revisit regulations for traditional taxis leaving them a massive competitive disadvantage.
Uber and the future of work
Uber drivers are part of what is known as the gig economy. The question “Are Uber drivers independent third party contractors or company employees?” has been one of the most debated questions in the last year especially with cases on the matter in different jurisdictions including the UK and California. Uber has long advocated for its drivers to be regarded as independent contractors claiming that the consideration of its drivers and other freelancers as workers with benefits and protections would cause irrevocable harm to gig economy businesses. Uber even threatened to leave the country in case voters did not vote for its exception from Assembly Bill 5 which sought to extend labor law protections to freelancers. In one of the most expensive campaigns ever, Uber campaigned for exemption from Assembly Bill 5 in what was known as Proposition 22. PROP 22 passed, but drivers sued, claiming PROP 22 was unconstitutional. The petition was however denied by the California Supreme Court. In the UK, results were different with the UK Supreme Court ruling that Uber drivers qualified to be considered as company employees and not independent contractors (Burosu, 2021). The fight between gig economy bigwigs such as Uber and workers all round the world has just started.  Each ruling is very influential and sets the pace for what happens in other parts of the world. However, rulings in favour of Uber are a sign of the weakening of labor laws all over the world if company-funded regulations can be allowed to thrive.
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