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Abstract 

Over the past two years, sharing economy has quickly gained popularity and the concept has widely 

spread in China. However, due to various reasons, many subsequent problems have occurred and the 

growth of this sector is therefore undermined. With the aim to oversee all latent problems and develop 

potential countermeasures, this paper seeks to provide an overview of the entire causal effect 

relationship in retrograde and troubleshoot the underlying problems. And, by undertaking a 

comparative study between two companies with some distinct characteristics, this study is dedicated 

to locate and identify the potential elements that have been undermining the sustainable business 

development of firms in the particular sector of sharing. The theoretical framework in this paper will 

provide conceptual understandings of sharing economy and is accompanied by aspects of innovation 

and business model. Also, the analytical body will adopt the approach of a root cause analysis which 

verifies the aspects from the theoretical underpinnings and traces back the origin of the entire causal 

effect relationship. The elements that ultimately affect China’s sharing economy should thus be 

viewed at both the surface level (problems) and the in-depth level (root causes). The result of the 

analysis and relevant findings indicate that changes in business model constitute considerable 

possibility in extending the lifespan of sharing economy businesses. Particularly, endorsing the 

creation of more diversified values to a broader sphere or community and cooperate with institutional 

bodies may be a feasible alternative to sustainability for firms to follow instead of the currently 

popular yet unsustainable bike-sharing model.     
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1.Introduction 

Before internet and smartphones have been widely used, resource-sharing was restrained by lack of 

information, the physical distance between people and objects. However, as information and 

communication technology are being developed, the previous difficulties of accessing to resources 

has been overcome and sharing economy has hence emerged as a response to consumers’ awareness 

in collective consumption and the concept of sharing (Hamari, Sjöklint, & Ukkonen, 2016). In 2010 

alone, the market of sharing economy has attracted approximately 23 billion USD (Wallenstein & 

Shelat, 2017). A few years later, internet, smartphones, mobile applications, QR codes and mobile 

payment, these have become some of the most descriptive keywords associated with China’s passion 

for sharing economy. Apart from the technological achievement which made sharing more accessible 

and profitable, there are other factors contributing to the rapid growth of sharing economy in China. 

On one hand, the Chinese millennials are increasingly reliant on convenience and smartphones, giving 

sharing economy businesses an opportunity to grow and meet the specific demand for convenience 

(Y. Chen & Woo, 2017). On the other hand, the trend of “sharing” has marked a shift of consumers’ 

purchasing pattern and given them an alternative to share rather than own (Minter, 2017; Ruan, 2015).  

The concept of sharing economy has within short time proliferated in China, yet it is still too foreign 

to understand. Correspondingly, the ambiguity on sharing has partially explained why Chinese 

sharing economy businesses first became known in 2014 (Shek, 2014).  Many Chinese companies 

seem to have departed on another path diverged from the original concept of sharing. Arguably, 

sharing economy may have been localised and a new incarnation of it has emerged with unique 

Chinese characteristics. As one of the localised outcome, the bike sharing industry has represented 

some certain peculiarities and uniqueness of China’s sharing economy. According to Larmer (2017),  

bike sharing is labelled as one of the “four great new inventions” in modern China, along with high-

speed rail, mobile payment and e-commerce by Xinhua, which is an official press agency serving the 

state. Given the importance of bike sharing to the booming sharing economy market, it’s now vital 

for dominating bike-sharing companies to revise their business model and strategies to prepare for 

the long run.  

However, stripping off the capital-intensive label of Chinese bike sharing industry, the profitability 

and potential of the industry may as well be overestimated. In addition to this, the prospect for 

sustainability should be worrying investors and entrepreneurs. Comparing to another player in 

China’s sharing economy, Ucommune of the office-sharing business has presented a more sustainable 
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business model despite lower media exposure than bike-sharing. Throughout the year of 2017, the 

market has witnessed tremendous downfalls of bike-sharing companies. This has raised concerns 

about the factors that may affect the progression of a sustainable bike-sharing industry and even other 

parts of China’s sharing economy.  

In this paper, I will begin explaining the peculiarity and uniqueness revolved around China’s 

prevailing model of sharing economy with theoretical underpinnings from multiple perspectives. 

Furthermore, by using the approach of a root cause analysis and conducting a comparative study of 

selected case companies (Ofo and Ucommue) from China’s bike-sharing and office-sharing 

respectively, the essence of the study aims to discover the problems and eventual root causes that 

have been undermining the bike-sharing industry. Finally, based on the results from the comparative 

study of Ofo and Ucommune, similarities and distinctions between the case companies will be 

conveyed with assistance from the theoretical framework and will be used to provide 

recommendations for future development of sharing economy in China. 

1.1 Thesis structure 

This paper is comprised of nine major sections: 

Section 1 will provide a brief overview by introducing the sharing economy phenomenon and its 

business potential in the Chinese context. Next, in Section 2, this study will strive to provide a holistic 

view of the current situation in the Chinese market for sharing economy businesses and the research 

question is hence conceived by inspirations from the perceived problems facing China’s sharing 

economy. The literature review in Section 3 presents the theoretical groundwork and contextualised 

the approach used in this paper. The literature review on the broad definitions, relevance, business 

models and critical thoughts associated with sharing economy is important for the contextualisation 

of theories in China’s bike sharing industry. The merge of aspects from sharing economy to 

innovation and sustainability have shed new lights on the term “sharing economy” and in this paper 

seeks to identify the current model and other affiliating constraints that may impede the future growth 

of China’s sharing economy. 

Section 4 introduces the philosophical background of this paper. Moreover, it has addressed the data 

collection and limitations and the use of root cause analysis as a tool to underpin the theoretical 

framework and analysis. 

Section 5 is the introductory component to the analysis in Section 6 and 7, it laid the foundation for 

the comparative case study, and together with the analysis parts, they will shape the analytical body 
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of this exploratory study. A brief background and strategic review of representative case companies 

will be presented to facilitate the understanding of two distinct business models. Moreover, the 

analysis will highlight underlying differences between these two companies and is aimed to reach the 

root causes of current problems using problem-defining tools such as the Ishikawa diagram. 

Eventually, it’s worth noticing, that Section 6 and 7 constitute analysis at the surface level and the in-

depth level respectively. 

Based on findings and analysis from prior sections, Section 8 will be discussing the similarities as 

well as the distinctions over the in-depth analysis between the two case companies. Furthermore, the 

part also seeks to provide potential recommendations to the less successful case company after 

assessing the overall advantages and disadvantages presented in the comparative study. Finally, 

Section 9 is the concluding remark which would answer the research question and direct attention to 

future research in areas which this paper may have overlooked. 
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2.Motivation and research question 

2.1 Background 

Sharing economy, despite its history and practices in the western market, has only started gaining 

popularity in China a few years ago (Tang, 2015). The concept of “Sharing” has created such 

momentum in the market that the fever of sharing economy quickly took off and has since then 

skyrocketed to an extraordinary level. By 2020, the Chinese sharing economy will constitute an 

amazing 10% of China’s GDP (Rauhala, 2017). As of today, it has been said that China’s sharing 

economy will maintain a steady 40% annual growth in the following years and the size of sharing 

economy industry will hit 4.5 trillion Chinese yuan by the end of 2017. Comparing to the total 

transaction of 3.45 trillion yuan in 2016 and half of this number in 2015, the development speed of 

China’s sharing economy is unprecedented and promising (Xinhua, 2017b).   

The potential of China’s sharing economy has been witnessed by the rest of the world, yet the success 

in Chinese market simply couldn’t be replicated elsewhere. For example, contrasting to China’s 

sharing economy which will account for 10% of the GDP, sharing economy in Japan only represents 

0.005% of the Japanese GDP as people are concerned about safety reasons (Takeo, 2017). The reason 

is twofold because firstly, the external environment for the practice of sharing economy in China is 

unique. Market characteristics and institutional forces paved a path that fits the Chinese practices of 

sharing economy. Secondly, the nature and concept of the original sharing economy have taken a new 

form in China as Chinese companies interpret a different version of sharing. A new business model 

has hence been derived and “tailored-made” to fit domestic demand. 

China’s interpretation of sharing economy has resulted in a variety of new businesses, 

notwithstanding the ideas have contradicted traditional characteristics of sharing economy. In simple 

terms, Chinese companies have acknowledged and fulfilled the literal meaning of “sharing”. Their 

product and service are being purchased and shared by consumers, only that the product is specifically 

produced to satisfy the need for sharing. On the other hand, traditional sharing economy will extract 

and exert values on existing resources without manufacturing new. The theoretical and in-depth 

explanation will be presented in the later sections to demystify some inherent difference lying in the 

core of the Chinese model of sharing economy.  

Lei Jun, the CEO of Xiaomi, has a famous quote, “even a pig can fly if it stands at the centre of a 

whirlwind.” Although this quote is often referred to the seemingly flourishing tech market in China, 

yet to some extent, it has also shed light on why all kinds of “sharing” business can successfully 
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operate and even profit in the Chinese market. In the current market for sharing economy, bike sharing 

is the most prominent business with the seemingly satisfactory result given the concept soared since 

the end of 2016. Bike-Frenzy investors have sent the industry upwards with an astonishing 2 billion 

USD within 18 months (Richter, 2017). Later, a report has shown that users for sharing bikes have 

reached almost 19 million with Ofo and Mobike being the top players in the business while holding 

51.2% and 40.1% of market share respectively (Ma, Zhang, & Wang, 2017).  

Evidently, bike sharing seems to have attracted a large percent of media attention. However, as bike 

sharing advances at exceptional speed, legal, sustainability and financial concerns are raised  

(CBSNews, 2017; Minter, 2017; Ram, 2017; Yang, 2017). Similar to the business model which bike 

sharing companies have, other peculiar but fascinating exemplars of Chinese sharing economy have 

taken the form as sharing basketballs, sharing mobile power bank, sharing umbrellas and potentially 

many more.  

Low entry barriers and comprehensive business model allowed ambitious entrepreneurs to participate 

and benefit from the capital feast which the “sharing fever” has brought (Y. Chen & Woo, 2017). Yet, 

a vast majority of the public and even incumbents are not entirely clear with the definitions of sharing 

economy. Some sharing business ideas are simply some “less convenient versions of things that 

already exist (Rauhala, 2017).” For instance, the idea of having a shared bookstore is effectively 

having a library, only more complicated and even redundant. 

Seeing apart from the currently blossoming market for sharing economy in China, a bubble may likely 

exist. Therefore, how companies actively drive innovation, deepen their understanding in sharing 

economy and utilise their resource to become more sustainable has quickly gained public and 

government attention. During a state council executive meeting on the 21st June 2017, a guideline has 

been approved to further boost China’s sharing economy. “…the sector will enjoy easier access, 

greater policy transparency, and better protection of legitimate rights for platform companies, 

resource providers and consumers. The guideline is aimed at creating an enabling environment for 

sustained innovation (Xu, 2017).” 

Unlike Airbnb and Uber, whose business models have disrupted hospitality and conventional taxi 

industry by utilising the idle resource, have now reached a level that they could even surpass some 

rivalries in the conventional industry (Penn & Wihbey, 2016). As for Mobike and Ofo, they don’t 

seem to possess a sustainable competitive advantage in their business model. Surprisingly, the 
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objective of both companies is as claimed not for profitability, rather, they emphasise more on 

branding and greater scale (Toh, 2017).  

Given the two bike-sharing giants are supported by Tencent and Alibaba, it thus clarifies their strategy. 

Despite being concentrated on raising enormous capital, produce and deliver bikes and subsidise each 

biking trip, they still managed to survive and dominate the market. At least for some entrepreneurs 

like Wukong Bike, Mingbike and Bluegogo, adopting such business model has resulted in a 

premature bankruptcy without adequate cash flow (Richter, 2017). Around the end of 2016 and the 

beginning of 2017, approximately 60 firms entered the battlefield of bike-sharing business. As of 

today, most of them have disappeared from the market, leaving the entire Chinese market to Mobike 

and Ofo (Toh, 2017).  

2.2 Research question 

After the phenomenal bike-sharing frenzy in 2017, the concern for sustainability and the fear for a 

bubble have been hovering above China’s sharing economy. The prevailing business model in bike-

sharing can be easily replicated and the sole entry barriers seem to be exclusively on large capital 

funding (Yang, 2017). Admittedly, flaws in business model often constitute a critical weakness to 

firms. Yet it is also undeniably that other factors such as conceptual understandings of a business 

logic, institutions or value chain may also leave substantial impact on firms’ sustainable growth.  

Through this research, I intend to provide a holistic view of the factors that may have a detrimental 

effect on the bike-sharing industry. Moreover, since the scope is confined on the Chinese sharing 

economy market, a comparative study which involves a successful sharing business incumbent will 

likely pinpoint flaws in the bike sharing industry and shed light on future transformation of China’s 

sharing economy. Thus, the research question of this study is as follows: 

What are the potential elements that have been undermining the development towards 

sustainability of China’s unique sharing economy? A comparative study of China’s bike-

sharing and office-sharing firms. 

2.3 Scope and delimitations 

The scope of this thesis revolves around the peculiar nature of China’s sharing economy and the 

elements that could potentially affect its sustainable growth. It will be a country-specific study due to 

the unique environmental and market setups which are not usually present in other countries. Hence, 

the application and generalisability of the result from this thesis are constrained. More specifically, 

to understand the unique characteristics, limitations and development barriers of the Chinese model 
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of sharing economy, evidence from the bike-sharing industry and office sharing industry will be 

adopted to conceptualise and contextualise the problems in the current sharing economy market.  

As a comparison with bike-sharing, the concept of office-sharing has made its appearance in China 

one year ahead (Abkowitz, 2015). The concept and business model of office-sharing differ inherently 

from that of bike-sharing and is relatively more sustainable. By using office-sharing as a contrast, this 

study seeks to discover the elements contributing to the fierce but seemingly short-lived bike-sharing 

industry. It should be noted that the focus of this paper is primarily in the Chinese market, but it 

doesn’t restrain from taking foreign firms’ internationalisation in China into consideration during 

analysis. Besides explaining the peculiar characteristics of the Chinese sharing economy and 

comparing it to a successful model of sharing business, this thesis also intends to analyse the future 

development of sharing economy in China from an innovation-based angle. 

This paper seeks to study and investigate the elements that caused a gap between China’s sharing 

economy practices and sustainability. This study is conceptual and relies extensive analysis and 

reasonings based on secondary data and sources relevant to sharing economy and its popularisation 

in China. However, the emergence of bike-sharing has leapfrogged over other sharing economy 

businesses and became the major trend just last year. While this triggered a blast over social media 

platforms, few academic paper or research have depicted or analysed the dynamics of such capital-

intensive industry. In addition to this, office sharing presents a much smaller fragment of China’s 

sharing economy and therefore results in very limited sources. Consequently, a large variety of 

relevant secondary data will be particularly useful in this case to fill up the gap. In addition, relevant 

academic literature and online articles in Chinese also present an option for further study and a better 

understanding of China’s sharing economy and will, therefore, be adopted despite potential 

subjectivity and biases. Furthermore, the inclusion of sustainability in this paper puts more weights 

on a sustainable business model at the corporate level.  

Another strategic effort on promoting sustainability such as corporate social responsibility is therefore 

not a primary focus. That being said, the reason to involve sustainability here is more inclined towards 

building long-term strategic goals and increasing sharing economy’s survivability by troubleshooting 

existing problems. 
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3.Literature review 

3.1 The overarching concept of sharing economy 

The blurred definition of sharing economy has raised awareness during the writing of this paper. 

However, the purpose of this study doesn’t intend to identify a universally applicable definition of 

sharing economy. Rather, the aim is to scrutinise perspectives on labels under the umbrella concept 

and develop a definition suitable for the currently prevailing model in China’s sharing economy.  

Sharing can be seen as an “old social practice” (Acquier, Daudigeos, & Pinkse, 2017, p. 1), a 

mundane practice within groups and communities (Wittel, 2011), an act of  nonreciprocity (Benkler, 

2004) and “a communal act” that links us to others (Belk, 2010, p. 717). Hence, sharing itself can be 

seen as a common behaviour which is embedded in our nature. Theoretically, the modern sharing 

economy isn’t a radically new concept. Rather, the proliferation of sharing economy nowadays is a 

result of diffusion of internet and communication technologies (Belk, 2014b; Constantiou, Marton, 

& Tuunainen, 2017; Ruan, 2015). This being said, sharing economy seems more like a progressive 

result based on network and changing demand of people which later has been heaved by the uprising 

internet technology.  

First in 2008, sharing economy as an official terminology was mentioned (Puschmann & Alt, 2016), 

and within a short time, companies like Airbnb and Uber have already attained consumers’ 

recognition. However, the concept and traits of sharing economy can be traced some decades back. 

As early as 1978, the concept of “collaborative consumption” was coined with the definition of “those 

events in which one or more persons consume economic goods or services in the process of engaging 

joint activities with one or one other (Spaeth & Felson, 1978, p. 614).” Or according to a recent 

literature, “a peer-to-peer-based activity of obtaining, giving, or sharing the access to goods and 

services, coordinated through community-based online services (Hamari et al., 2016, p. 2047).”  

However, this concept did not become popular to the crowd until 2007-2010, where the disastrous 

financial crisis affected people’s purchasing pattern and internet technology amassed a large user base 

(Selloni, 2017; Ruan, 2015). In addition to this, in Botsman (2013) and Botsman & Rogers (2010, 

2011), the authors have defined collaborative consumption as a business model where resources can 

be shared, swapped, traded or rented. They further emphasised on the role and significance of 

collaborative consumption in our life and proposed a new perspective for the conventional economic 

and market mechanisms, e.g. conventional businesses will be disrupted, and firms have to adjust their 

value proposition and consumers have gained alternatives for the fulfilment of their need. The authors 
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have defined and distinguished several unconventional economies, however, it’s often easier for 

businesses to claim they are part of the sharing economy businesses. 

Both Sharing economy and collaborative consumption share common traits, such as the temporary 

ownership and access to some certain resources, and the reliance on internet technologies to weave a 

community network, e.g. peer to peer (P2P) platforms (Belk, 2014b; Tang, 2015). Nonetheless, the 

similarities are not yet enough for setting up a unanimous agreement on what definition sharing 

economy should have. It could be regarded as a new age where the idle and underutilised resource 

can be shared via the P2P business model (Cusumano, 2015; Rauhala, 2017; Zervas, Proserpio, & 

Byers, 2016), or as access-based consumption (Bardhi & Eckhardt, 2012).  

However, as much importance as sharing economy has been emphasising on the act of sharing, a 

shared definition is still under development and often cause confusions (Acquier et al., 2017; 

Codagnone & Martens, 2016; Selloni, 2017). Sharing economy is thus a huge umbrella concept that 

encompasses platforms and exchanges (Daunorienė, Drakšaitė, Snieška, & Valodkienė, 2015), 

various labels (collaborative consumption, collaborative economy, on-demand economy, peer to peer 

economy and many more)(Selloni, 2017, p. 15), and businesses of heterogeneous practices, forms 

and sectors (Acquier et al., 2017, p. 1).  

Notably, the views on sharing economy vary not only among scholars but also from industrial and 

corporate perspectives. In Wallenstein & Shelat (2017), the authors state that certain misconceptions 

exist as businesses think of sharing economy to be less relevant for industries except for taxi and 

hospitality sectors, nevertheless the concept still presents threat if it’s to be implemented in other 

conventional industries. Also, many tend to believe, that the concept of sharing economy is 

predominantly targeting the millennials who may be attracted initially but will eventually return to 

the conventional norm of buying and owning. On the contrary, established global firms are more 

optimistic about sharing as they think this unconventional form of economy will bring new 

opportunities to businesses. Thus, depending on the standing ground of firms or industries, sharing 

economy may as well be the box of Pandora. There are new hopes, but there could also be unexpected 

problems lurking. 

The debate for a universal agreement on sharing economy goes on, yet on the bright side, scholars 

have reached a consensus that the significance of the internet and Web 2.0 serve as a crucial 

component in modern sharing economy (Belk, 2014b; Codagnone & Martens, 2016; Dreyer, Lüdeke-

Freund, Hamann, & Faccer, 2017; Hira & Reilly, 2017; Puschmann & Alt, 2016). Following the 
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definition and framework given by Botsman (2013, 2015), it denotes that the prevailing business 

model of China’s bike-sharing industry and its imitators are inclined to collaborative consumption 

and on-demand economy, where companies have successfully reinvented the traditional business 

model in biking industry through a platform, which then allows users to access to resource at any 

time they need.  

A widely accepted definition of sharing economy is rather a huge network community where 

individuals can share underutilised resource directly from each other. The keywords of sharing 

economy are therefore revolving around the exertion of the underused resource. Similar to Botsman 

(2013, 2015), other perspectives on sharing economy have included optimising social surplus (Yu, 

2017) and excess capacity of the resource (Avital et al., 2015; Frenken & Schor, 2017; Kathan, 

Matzler, & Veider, 2016).  

Codagnone & Martens (2016, p. 6) has suggested, that sharing economy and collaborative 

consumption are often labelled as one thing and that the concept of sharing economy is 

interchangeable with collaborative economy. More importantly, from consumers’ perspective, the 

misconception is inevitable due to consumers’ curiosity in newly introduced ideas (Frenken & Schor, 

2017). The argument of misconception thus explains why bike-sharing can be labelled under sharing 

economy, while it doesn’t involve any sharing of idle resources.  

3.2 True sharing and pseudo sharing 

Nevertheless, Botsman (2013) and Botsman & Rogers (2010)’s insight and definition of collaborative 

consumption is a breakthrough in the study of sharing economy and its alike. Also, the authors 

proposed three systems, namely “redistribution market”, “collaborative lifestyles” and “product 

service systems”, which in combination created the disruptive business model currently prevailing in 

sharing economy businesses (Botsman, 2013; Botsman & Rogers, 2010). However, since sharing 

always is the essence of the modern platform-based sharing economy, the mechanisms behind what 

we share and how we share have come under scrutiny. For instance, Belk (2014a) has distinguished 

“pseudo sharing” from actual sharing. In his article, Belk has mentioned that sharing as resource 

allocation within household or community has gradually been commercialised, the concept has 

eventually developed more towards profit-driven pseudo sharing. And newly popularised 

articulations on sharing such as Rachel Botsman’s collective consumption (Botsman, 2015; Botsman 

& Rogers, 2010) or access-based consumption (Bardhi & Eckhardt, 2012) has, in fact, complicated 

his original view.  
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“Pseudo sharing is a business relationship masquerading as communal sharing. It may not be 

altogether unwelcome and it may be beneficial to all parties as well as friendly to the environment. 

But it is not sharing, despite promoters often employing a sharing vocabulary (Belk, 2014a, p. 11).” 

This being said, the author perceives that many modern sharing economy businesses are underpinned 

by a commercialised nature. Moreover, in his article, he has categorised long term renting & leasing, 

short-term renting, platforms where consumers’ information is shared and online bartering as some 

of the most common practices of pseudo sharing. From these examples, it’s a logical assumption to 

relate Belk’s suggestion of pseudo sharing to what others may call sharing economy or collective 

consumption (Codagnone & Martens, 2016). In contrast to pseudo sharing, true sharing also relies 

extensively on digital platforms enabled by Web 2.0. However, sharing economy often involves the 

transfer of temporary ownership. Consumers still share a certain resource, but within the period when 

they can legitimately use the resource, they do own the resource albeit temporarily.  

Instead of stressing a fee-based temporary ownership, temporary access without monetary transaction 

or any forms of compensation is what true sharing denotes (Belk, 2014a). Recalling on Benkler 

(2004)’s thought on sharing, where the author sees sharing as a nonreciprocal pro-social behaviour, 

the idea has potentially shed light on Belk (2014a)’s definition of true sharing and contributed to 

setting up the criteria which further distinguished sharing and pseudo sharing.  

In spite of having complicated true sharing by the access-based consumption, in Eckhardt & Bardhi 

(2015), the authors have pointed out their views on sharing and similarities can be found between 

their interpretation and Belk (2014a). They stipulated that sharing is a compensation-free social 

exchange which shapes our communal identity, and as soon as sharing practices are affected by 

market and profit-seeking companies, the social exchange will transform into an economic exchange. 

To consolidate their argument, the authors also presented their study on Zipcar as an accurate example 

of exchanging money for rent service without engaging social connections. This utilitarian approach 

with the provision of access to resources tends to be less concerned with human connection and 

network in sharing which are mentioned in Belk (2010). 

Admittedly, many kinds of literature studying sharing economy and other pertinent concepts tend to 

investigate sharing in relation to economies and businesses, and while this corporate-based and profit-

driven interpretation are not in any way wrong, we also need to see sharing from a communal and 

collective perspective. Because frequently, the resources which consumers share couldn’t determine 

whether they are being shared or pseudo-shared, rather, the crucial indicator lies in the intention of 
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consumers during a sharing process. In simpler terms, sharing is more of an act to help and connect 

people instead of intentionally granting access to a resource with compensation (Belk, 2014a; Wittel, 

2011). Arguably, with a business model based on true sharing, how businesses maintain operations 

has become a very real concern. Yet, companies such as Craigslist and Couchsurfing have presented 

a model which successfully proved the feasibility of true sharing (Belk, 2014a). In a way, the two 

examples have factually projected Belk’s definition of sharing which is meant to bridge us to other 

people without being money-motivated.  

Unfortunately, apart from recognising collective consumption as a manifestation of pseudo sharing, 

Belk (2014a) hasn’t further specified how his pseudo sharing stands distinct from collective 

consumption and the relationship between these concepts. Simultaneously, as much profit-driven and 

technology-dependent as China’s bike sharing are, the concerning business model here even differs 

from other pseudo sharing practices like Uber or Airbnb. Due to certain ambiguities in existing 

literature, China’s bike sharing is somewhat “off the grid” since it resembles much of sharing 

economy, but popular definitions don’t seem to be completely applicable. 

Similar to the four common pseudo sharing branches mentioned in Belk (2014a), Schor (2014, p.2) 

in her essay has recognised “recirculation of good”, “increased utilisation of durable assets”, 

“exchange of service” and “sharing of productive assets” as some major categories which sharing 

economy businesses operate in. Moreover, to a certain extent, she partially agrees with Belk (2010) 

that sharing should be compensation-free, but stresses that money could, in fact, be part of sharing 

given the specific context (Frenken & Schor, 2017).   

3.3 Sharing economy as platforms 

In addition to the three systems of collective consumption and internet-facilitated pseudo sharing and 

true sharing, another three distinct models addressing the interplay between asset owner and price & 

conditions regulator have brought new perspectives from a business model approach. These models 

have provided more details and insights on the current sharing economy businesses like Airbnb, Uber 

and Zipcar and are presented as following (Wallenstein & Shelat, 2017):  

“Decentralized Platforms (DP): An asset owner sets the terms and offers the asset directly to the 

user. The platform makes the match and facilitates the transaction in exchange for a small share of 

the fee. For example, Airbnb. 
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Centralized Platforms (CP): The platform itself owns the asset and sets the price. It has greater 

control over quality, availability, and standardization than a decentralized platform and collects a 

larger share of the transaction value, but costs to scale are much higher, too. For example, Zipcar. 

Hybrid Platforms (HP): Asset owners offer a service with price and standards set by the platform. 

Ownership and risk are decentralized, while standardization and service level are centralized. For 

example, Uber. “ 

In this instance, the authors view sharing service provider as platforms responsible for resource 

creation, accessibility and network, and rule-maker or regulator. A DP model seems flexible since 

platforms don’t interfere with enforced terms and conditions. The drawback, however, lies in the 

service which consumers will receive during the entire sharing experience. Airbnb presented 

accessibility and network for both resource owner and consumers, but it couldn’t ensure standardised 

service quality among all resource owners, or in this case, accommodation providers. DP model, 

therefore, tends to highlight on providing access and network.  

Meanwhile, on the other end of the spectrum, CP has rigid rules and the model functions with less 

flexibility in terms of changing terms and conditions. In return for this drawback, consumers can 

expect a consistency in service and product quality which is similar to that of car rental companies. 

In a CP model, platform-owned resource and rule-making are more preferred than the network. At 

last, HP model is positioned in the middle of DP and CP. It involves bilateral agreements between 

platform and asset owner, who often is also the service provider. This approach can be seen as a 

cooperation between two parties, which combined produce more value to everyone involved in a 

complete value chain. 

Based on the illustration from the abovementioned business model-based approach, bike sharing 

industry in China is prone to a CP model. Yet an interesting fact is, that both bike sharing and CP-

based Zipcar can be classified as the pseudo sharing group according to Belk (2014a), but the author 

does not further divide pseudo sharing from a business model’s perspective. In other words, Uber and 

Airbnb are also pseudo sharing practitioners, but the difference lies in the emphasis on underutilised 

resources which both Zipcar and China’s bike sharing have neglected. Since car sharing and bike 

sharing industry are of different nature, Zipcar may seem more sustainable to Chinese bike sharing 

companies. Anyhow, as this will require further industrial analysis and research, a detailed research 

will not be included in this paper. 
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Bike sharing companies like Ofo and Mobike not only are asset owners and rule-maker but are also 

providing network and accessibility. The difference that may set bike sharing apart from the CP model, 

however, is the scales of profitability. As trivial as 15 cent USD, Chinese consumers’ can get a riding 

trip lasting 30 minutes while a bike costs 3000 yuan (Y. Wang, 2017). With a monthly subscription, 

the prices range from 1 yuan at the lowest to 20 yuan at the most so far (theBeijingNews, 2018). 

While CP indicates more transactional gain accompanied by a high cost to scale up, how an 

expensive-to-start bike sharing industry with few earnings could last is virtually a myth that concerns 

many.  

3.4 Sharing economy as access economy 

As mentioned earlier, access-based consumption (Bardhi & Eckhardt, 2012) often is regarded as a 

similar practice derived from collaborative consumption or sharing economy due to their common 

traits, yet based on the Zipcar example, an “access economy” (Eckhardt & Bardhi, 2015) is perhaps 

a more apt substitute for sharing economy in some particular cases. In literal terms, access economy 

highlights the access to particular resources, it thus creates a rather utilitarian platform rather than 

linking consumers to what has been suggested by Belk (2010) and Benkler (2004).  

For firms to create and uphold their competitiveness in an access economy, offering convenience at 

a low price and focus on being socially detached from consumers are two vital points to success 

(Eckhardt & Bardhi, 2015). Frankly, the authors have conveyed a message, that when consumers are 

exclusively looking for inexpensive but convenient services, firms should preferably keep away from 

attempting to connect with them. The irony in Zipcar’s case, however, is the contradiction between 

what they offer and their business model. Being an access-based sharing business, Zipcar tried to 

adopt some degrees of true sharing by trying to create a community of patronising customers, this 

strategy has eventually failed.  

In a quick sum-up, when employing popular definitions on sharing economy, the majority of Chinese 

sharing economy companies have been operating under the benchmarks set by collective 

consumption and pseudo sharing. Given some of the most common resources (umbrellas, basketballs, 

power banks etc) for sharing in the market, this paper interprets the Chinese interpretation of sharing 

as merely a convenience program built on internet-facilitated platforms which provide both access 

and resource to consumers at prescribed rate at any time suitable for the user. But, Eckhardt and 

Bardhi (2015)’s statement of access economy has provided a critical alternative to explain China’s 

bike sharing industry. The authors’ insight on access economy has particularly reflected consumers’ 
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real need for sharing economy and is applicable regardless the adoption of idle capacity. Based on 

this theory, further discussion and its applications in China’s bike sharing industry will be presented 

later in the analysis section.  

3.5 Sharing economy from an innovation-based perspective 

As a matter of fact, despite the blurred definition on sharing economy, prevalent models of sharing 

have provided a disruptive solution to firms and consumers while posing a certain threat to 

conventional businesses (Codagnone & Martens, 2016; Peng, Zhang, Sun, Huang, & Da, 2015). One 

of the most common notions among firms in sharing economy is perhaps the way their value is 

proposed and conveyed to consumers. Firms have fundamentally changed and challenged how values 

were used to be delivered, and the outcome of a sharing economy mindset is particularly 

accomplishing and conspicuous when compared to some conventional businesses (Botsman & 

Rogers, 2011; Cohen & Kietzmann, 2014; Möhlmann, 2015).  

The two most representative is probably the impact of Airbnb created upon tourism and hospitality 

industry (Guttentag, 2015; Guttentag & Smith, 2017) and Uber’s influence in Car hailing and taxi 

sector (Christensen, Raynor, & McDonald, 2015; Dudley, 2017). One particular reason that may 

explain the emergence and rapid expansion of sharing-centred business is, that it has fulfilled the 

frugal demand of consumers during economic recessions. In addition to this, the growing awareness 

for environment protection and economies of scale enabled by internet technologies are also key 

contributors (Cohen & Kietzmann, 2014).  

From a community’s perspective, sharing economy could be regarded as sustaining innovations to 

the market and environment (Cohen & Kietzmann, 2014; Frenken & Schor, 2017). Within the 

categories of sharing economy businesses, some succeeded in being a disruptor while others are more 

focused on being innovative in other aspects. 

3.6 A disruptive innovation perspective on sharing economy 

Many businesses that fall into the categories of sharing economy seem to attract consumers by one 

essential principle, that why consumers should own something when they can simply access it when 

they actually are in need. A temporary access to certain resources not only satisfied the very basic 

demand of consumers but also expanded a new market for firms while actively promoting sustainable 

development. Apparently, this is a non-zero-sum game for all actors involved. A more theoretical 

explanation to the emergence of sharing economy has taken a firm stance from the aspect of the 

disruptive innovation. In the context of technology and innovation, disruptive innovation is the 
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changes that render existing product or service less effective and the manifestation of discontinuity 

(Millar, Lockett, & Ladd, 2017).  

The essence of sharing economy disrupted conventional ownership market and built a completely 

new low-end market with distinct models to satisfy consumers who are more price-sensitive than 

quality-sensitive. Christensen (1997) coined this style of innovation to describe a target market where 

consumers are specifically looking for products with the very basic and functioning designs to fulfil 

their need. Furthermore, the product doesn’t necessarily include most recent designs or features, nor 

do they need to be user-friendly or quality-proven all the time. Because the purpose of such product 

is to supplement the demand for cheap but functioning product at a market where established firms 

are less likely to get involved due to profitability (Christensen et al., 2015; Droege & Johnson, 2010).  

While a disruptive mindset provides new possibilities of a niche market, Christensen et al. (2015) 

recognise the diffusion of this theory and also acknowledged that there is a broad misinterpretation 

of disruptive innovation. The authors stress the issue that disruptive innovation has to be 

contextualised with a matching strategy and solely relying on disruptive innovation doesn’t imply 

certain success. More importantly, disruptive innovation is of a humble nature according to its 

definition. It roots in low-end market and new market where incumbents are either less concerned or 

non-existent. In the latter case, disruptive innovators tend to create a market and attract those who 

may be interested. Christensen et al. (2015) have further argued why Uber, for example, is virtually 

not a disruptive innovator, which has drastically contrasted the prevailing opinions (Cohen & 

Kietzmann, 2014; Dudley, 2017) of which labels Uber as a disruptor. 

The reason for the exclusion of Uber as disruptive innovation has enlightened the application 

disruptive theory in China’s bike sharing industry. At first, Uber didn’t start at either low-end nor 

new market with barely any consumers. On the contrary, Uber gained popularity at immense speed 

at a market where millions of consumers are occasionally in demand of a ride. Secondly, disruptive 

innovation doesn’t become popularised and patronised in the beginning. However, as the quality and 

overall product-related features become state of art, disruptive innovation will thereafter become 

mainstream to consumers. When assimilating Uber’s exclusion to China’s bike sharing, there are in 

fact many similarities. Bike sharing became the trend almost right after its emergence, but it indeed 

has created a market and attracted non-consumers to the business due to the novelty of product and 

innovation. Nonetheless, it’s still hard to position bike sharing amid Christensen’s disruptive theory 

due to controversies in his theoretical framework.  
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3.7 Disruption versus Access in the Chinese context 

Due to existing confusions and incoherent applications of disruptive innovation, Chase (2016) 

reckons potential improvement in disruptive theory and argued that Christensen et al. (2015)’s 

exclusion of Uber as disruptive innovation lacks considerations on the excess capacity of resources. 

Although the author agrees with Christensen et al. (2015) to the point to which suggests Uber hasn’t 

radically developed beyond taxi industry because it still is a taxi service. However, the author starts 

to view Uber as disruptor when the company allowed private drivers utilising their own cars and 

thereby leveraging the excess capacity of resources.  

The centre of Chase (2016)’s interpretation of disruptive innovation, therefore, revolves around if 

whether “platforms harness excess capacity and invite the participation of Peers to fulfil a significant 

part of the service delivery.” Furthermore, the author recognises Zipcar as disruptive innovation 

because it has made the hour-based car rental possible and benefit from internet and communication 

technology which laid the firm ground for sharing economy to scale up and profit. Recalling on the 

proposition made by Eckhardt & Bardhi (2015) on access economy, there seems to be an increasing 

convergence of disruptive innovation and access economy considering that both featured a target 

group preferring convenience at low cost. 

Similar to Eckhardt & Bardhi (2015)’s view of an access consumption, Towson (2017a, 2017b) has 

presented a very intriguing perspective on China’s popular sharing practices where he proposed a 

shift of focus, namely, a change of view from sharing economy to access economy. According to the 

author, he reckons bike sharing as a classic disruptor who has disrupted the access economy. With 

examples like Mobike and Ofo representing the bike sharing industry and DiDi Chuxing for taxi and 

car-hailing, the author argues that these firms are more inclined towards access economy businesses 

than sharing-based businesses.  

The firms not only disrupted the conventional industries providing ownership of products but also 

brought challenges to the current access businesses in the market. DiDi provides more convenience 

and advantage than taxis, which is by nature an access provider rather than ownership provider. With 

this logic, bike sharing firms are natural disruptors. Given the confusions on access economy and 

sharing economy, an interesting paradox is thus constituted, because bike sharing in China shouldn’t 

be seen as a manifestation of sharing economy, yet its model based on access economy provides a 

valid argument to its recognition as disruptive innovation.  
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It’s not difficult to realise, that many sharing businesses don’t have a physical product. The reason 

can be deduced from the principle of sharing economy because underused resource or excessive 

capacity of resources is essential to sharing practices and ultimately differentiate sharing economy 

from on-demand services (Frenken & Schor, 2017). What is more, it also resonates to Wallenstein & 

Shelat (2017)’s asset owner and rule-maker relationship. Uber and Airbnb don’t own cars or real 

estates, but by their respective platforms, they can convert values without the necessity of being asset 

owner. A subsequent question is, that without a tangible product, what consumers are virtually buying 

and how they should be valued. Geron (2013) suggests that personalisation and experience are where 

the value lies and firms should avoid only concentrating on mere products. By these two elements, 

the article implies that improvement could have undergone beyond the product level and hence create 

more competitiveness against firms that are more product-dependent.  

For consumers, product innovation may be the most visible innovation since they can experience the 

changes visually and physically. For example, smartphones with huge touch screens and possibility 

to download miscellaneous applications presented tremendous difference against traditional models. 

However, at the product level, innovation tends to be a short-term solution. While consumers may be 

less sensitive to innovation at other levels, it’s always important for firms willing to sustain a long-

term competitive advantage to combine their strategies with the integration of business model, service 

and process innovation (Govindarajan & Desai, 2013).    

Initially, China’s bike sharing becomes a promising and amusing idea. The reason was attributed to 

the business model innovation brought by the Internet of Things (Hui, 2014). But the physical bikes 

to be shared are not in any way near a radical design in the product, nor an innovation. By relying on 

a centralised platform, accessing to a bike is seemingly not blatantly different from renting. So far, 

bike sharing and other consumer goods rental services can still exploit advantage from their current 

business models, but disruptive innovation is an ongoing process (Christensen et al., 2015) and has 

to be integrated with firms’ strategy to prevent from being disrupted by others.  

The core of bike sharing model is the internet-plus based technology which enabled the dock-less and 

on-demand feature associated with the riding experience (Cui, 2017; Wallenstein & Shelat, 2017; 

Xinhua, 2017a; Xu, 2017). From a technology-based perspective, the dock-less bikes could be viewed 

as an innovation. The dock-less feature enabled more accessibility and flexibility. Simultaneously, 

bike sharing has involved a third party social credit system like Sesame Credit which either rewards 

or gives a penalty to users according to their behaviours and scores. The inclusion of this system 
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collects the credibility and identification of the user and prevents those with a low score from using 

and potentially damaging bikes (Ming, 2017). During the entire bike sharing process from locating 

and unlocking to riding and trip terminating, what consumers are buying is convenience and the entire 

experience of smart application interactions (Voyles, 2017). In Hui (2014), Microsoft’s Partner 

Director Albert Shum said “business models are about creating experiences of value,” which further 

proved the importance of experience in sharing economy. Similar and congruent findings are also 

present in other categories of sharing economy, where the disruptive nature enabled new market 

segments for consumers who exclusively demand the access to functioning utility rather than a 

complete and sophisticated package full of overdesigns.    

3.8 Business model as a mean to create sustainability in sharing economy  

From permanently owning to temporarily accessing resources, both consumers and companies have 

taken a huge leap forward in promoting a more sustainable way of living. Undeniably, the broad 

concept of collaborative consumption or sharing economy is affected by and emerged as a response 

to the growing environmental concern and people’s need for social embeddedness, for instance, a 

collaborative lifestyle or true sharing (Belk, 2010; Botsman & Rogers, 2010; Hamari et al., 2016). 

By the principles of sharing economy, the new form of business seemingly encourages and support 

sustainability. In a survey created by Hamari et al. (2016), the result indicates that sustainability is 

one of the reasons people participated in collaborative consumption.  

However, there are yet many drawbacks and limitations in the flourishing sharing economy since 

“sharing is one of the most rhetorically abused virtues of the age (Poole, 2016),” and when the 

novelty of sharing economy (Frenken & Schor, 2017) starts to fade, convenience may not be enough 

for further advances in the entire sector. China’s bike sharing alone has proved limitations in the 

current prevalent model and challenges to a sustainable growth. Therefore, adjusting the current 

business model by critically assessing value propositions and evaluating the other perspectives of 

sharing economy may provide vital insights and possibilities on innovation and sustainability which 

the current Chinese sharing economy is lacking. 

Like many other academic terminologies, the definition of the business model is a long-lasting debate 

among scholars. The concept tends to have various interpretations depending on different scholars, 

as a result, the definition hasn’t reached a joint agreement in many literature (Daunorienė et al., 2015). 

The business model is important for firms, Teece (2010, p. 173) states that business model 

“articulates the logic and provides data and other evidence that demonstrates how a business creates 
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and delivers value to customers. It also outlines the architecture of revenues, costs, and profits 

associated with the business enterprise delivering that value.” In his view, the business model is an 

imperative particularly for new firms because it’s seamlessly connected value creation, value 

propositions and value delivery and integrated them into a process which firms can follow. The 

business model stipulated a series of actions and defines how values are created to consumers and 

thereby generate profit for the firm. However, the author reckons the absence of theoretical 

foundation on the conceptualisation of the business model among literature.  

DaSilva & Trkman (2014) argue for a wide misconception of business model, and they recognise 

business model as a combination of strategy, revenue model and economic model that has become 

particularly popular among tech companies. In their work, the authors endeavoured to identify and 

define business models through various lenses, however, their clarification on the concept isn’t 

particularly explicit.  Chesbrough & Rosenbloom (2002) sees business model as a mediating construct 

between technology and economic value, and to some extent as an idea of how we get paid. The latter 

one is very straightforward in literal terms while the former share common grounds with other 

scholars. For example, Zott, Amit, & Massa (2011) mentioned that the popularisation of the business 

model was driven by the emergence of internet technologies and also reflected firms’ interest in 

emerging market economies. Further, the authors explained business model from the perspectives of 

internet-enabled e-commerce, firm strategy and innovation. In the same light, Baden-Fuller & 

Haefliger (2013) describes business model as fundamentally connected to technological development 

and that new achievement in technology brought changes to the business model.  

Unlike Demil & Lecocq (2010) who have argued the definition of business model from a 

competitiveness-based view and suggests that the concept predominantly resides in the realm of 

strategy, other scholars reckon that the debate on business model has to address other aspects to 

differentiate business model and strategy. For instance, Baden-Fuller & Morgan (2010, p. 167) sees 

business model as a unique term apart from its other labels and suggest “business models simply have 

a multivalent character as model”. Similarly, Casadesus-Masanell & Ricart (2010) see business 

model as the logic of the firm and agreed to the extent that strategy, business model and tactic are 

often interrelated. However, the authors indicated that business model could be a direct outcome of 

strategy, but the two terms should be viewed separately.  

Moreover, Chesbrough & Rosenbloom (2002) provided three differences where firstly, the strategic 

focus concentrates on values actually realised and sustainability issues contrasting to business 
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model’s emphasis on value creation to consumers. Secondly, whom should the creation of value serve? 

The strategy has to be responsible for the shareholders while business model is consumer-centric. 

Last but not least, through the case of Xerox’s model 914, it demonstrates that business model could 

be cognitively biased given a marvellous profit record under the specific model. However, once this 

cognitive trap is established, it would likely jeopardise firms’ ability to adapt and overcome new 

challenges. On the contrary, a strategy often requires more scrutiny before actions. Here, the idea 

behind the last difference aligns to that which was suggested by Casadesus-Masanell & Ricart (2010), 

if business model is an outcome of strategy, it thus justified why a strategy has to be much more 

meticulously scrutinised than a business model.  

There has been an increasing trend of convergence upon the general point that business model stresses 

the process of value creation being delivered to consumers through a particular mechanism within 

firms. More importantly, the relationship between internet technology and the prevalence of business 

model have become more commonly accepted (Amit & Zott, 2001; Baden-Fuller & Haefliger, 2013; 

Hui, 2014; Zott et al., 2011). The correlations of scholars’ view of business model and technology 

have generated new inspirations on the contextualisation of business model in the modern sharing 

economy. Regardless of the various interpretation of sharing or the prevailing innovation-driving 

platforms, the current sharing economy business models are able to succeed and achieve the 

impossible with the support of extraordinary internet and communication technologies.  

The proliferation and explosion of sharing economy in both developed and emerging markets have 

demonstrated Chesbrough & Rosenbloom (2002)’s views on business model as a mediating construct. 

Because business model and technology are interdependent and neither of them should be excluded 

from the current combination dynamics. The economic value of technologies has to be leveraged 

through a system (Baden-Fuller & Haefliger, 2013) which captures value (Chesbrough & 

Rosenbloom, 2002) and delivers value to those who are in such demand and willing to receive the 

value created at a price. In a hypothetical era without the internet and communication technologies, 

current sharing economy business models simply won’t function due to the absence of an 

underpinning groundwork and vice versa. Thus, the importance of the interplay between business 

model and technology is undisputed in sharing economy context. 

To further prove the dynamic effect of a technology-enabled business model in sharing economy 

context, the aspect of new business opportunity in emerging market as mentioned in Zott et al. (2011) 

also provided more insights for us to understand its implication in China’s sharing economy. Business 
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models vary depending on market conditions and usually has to align with corporate interests. 

Implementing the wrong business model could cost foreign firms market share despite their value 

proposition to consumers at emerging market (Eyring, Johnson, & Nair, 2011). In a similar manner, 

Hang, Chen, & Subramian (2010) and Mason, Chakrabarti, & Singh (2013) mentioned the idea of the 

bottom of the pyramid, which was first introduced in the book “The Fortune at the Bottom of the 

Pyramid” written by C.K.Prahalad in 2004. In the former, the author reviewed several case 

companies in emerging market and recognises a certain disruptive model employed by local firms to 

gain competitiveness. It should be noted, that under the different market context, the authors provided 

an illustrious idea on how innovation in business models boosted firms’ success.  

3.9 The significance of social value creation to sustainable business 

In China’s current sharing economy, many firms share almost identical business models. Further 

innovation has thus become imperative for firms that are willing to sustain in the long run. Porter & 

Kramer (2011) stated, that businesses under capitalism have been exploiting values while the entire 

social community bears the cost and that by altering value proposition, engaging product and market 

redesign and building supporting industries, firms can create social value and eventually leads to 

sustainable growth to tackle the problems. While Porter & Kramer (2011) are more focused on 

competitiveness and survivability as they seem to be the underlying objective for firms to adopt 

innovative mindsets and induce changes, Velu & Stiles (2013) agree that competition is what drives 

firms to innovation and business model is often a key embodiment of firms’ competitiveness. What 

is more, with a business model innovation that addresses social challenges, firms will likely integrate 

sustainability into their businesses and become more sustainable progressively (Bocken, Short, Rana, 

& Evans, 2014).  

Innovation and business models are often mutually presented in both theoretical and market contexts. 

Many literature has shared a common agreement that not only could business model commercialise 

the value of innovation, it extensively relies on innovation to become sustainable for firms and society 

for social value creation (Bocken et al., 2014; Boons & Lüdeke-Freund, 2013; França, Broman, 

Robèrt, Basile, & Trygg, 2017). Originally, the business model stresses value proposition for firms 

and consumers but tend to have less focus on social sustainability. In this light, a sustainable business 

model in its essence should be able to provide a sustained value proposition to multiple stakeholders 

involved (Baldassarre, Calabretta, Bocken, & Jaskiewicz, 2017).  
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From the perspective of social innovation, businesses tend to adopt a self-sustaining model to 

optimise their social value created to consumers. However, this doesn’t necessarily imply that the 

economic benefit of larger firms will be diminishing. On the contrary, larger firms may have a better 

chance scoring both social and economic profit (Boons & Lüdeke-Freund, 2013; Thompson & 

MacMillan, 2010). Additionally, Boons & Lüdeke-Freund (2013) noted the significance of 

sustainable business model as a market device which can facilitate innovation and foster social value 

creation. Unfortunately, although scholars have emphasised how sustainable business models could 

benefit firms, in practice, there are only a few frameworks which business models can be built upon 

and impose dilemmas to firms (Baldassarre et al., 2017). Consequently, as much weight as sustainable 

business model carries the prospect of firms and society, there are barriers to developing a sustainable 

business model from various angles. 

Therefore, to answer the research question which seeks to identify the potential elements that 

undermine the sustainable development of China’s unique sharing economy, the conceptual aspects 

in sharing economy, innovation and business model are seen to have seamless connections to firms’ 

sustainable growth and become vital for the troubleshooting and problem-solving process.  
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4.Methodology 

The section of the methodology will include the purpose of research, philosophy of science, research 

approach design, data collection and processing, reliability and validity and limitation to provide a 

clear guideline and comprehensive understanding to this study. As a short recap, the research question 

seeks to unravel and explain the potential root causes that have detrimental effects on a sustainable 

business performance of China’s sharing economy businesses.  

Also, since sharing economy has developed another form of business in the Chinese market, the paper 

will as well provide clarification to address this phenomenon. Apart from deducing root causes based 

on market observation, the research question will be answered through three approaches based on 

extensive literature research, namely, the conceptual interpretation of sharing economy, innovation 

and the importance of business models to sustainable business. Each of these three approaches is able 

to discover the underlying problems in their respective angle, however, they can also be seen as a 

progressive system that answers the research question one step after the other as a whole.  

4.1 The choice of philosophy of science 

According to Saunders, Lewis, & Thornhill (2009, p. 108), the research philosophy shapes 

assumptions of how the world is seen through our subjective lens, and it is through these assumptions 

that we can build our research strategy. Moreover, research philosophy relates to how we as 

researchers develop new knowledge through relevant research on our study. In this paper, an 

interpretivism ontology will be utilised to project the author’s view in the particular knowledge field 

in sharing economy. Interpretivism is often combined with social constructivism (Creswell, 2009), 

this perspective offers researchers a view to interpreting the underlying differences among objects as 

a result of subjective human perceptions.  

In other words, interpretivism allows researchers to understand the complexity of views originating 

from humans as different social actors rather than concentrating on the study of mere objects 

(Creswell, 2009; Saunders et al., 2009). Different social actors will have different perceptions on how 

they view the world, and subjective meanings are being attached to objects. In the context of sharing 

economy, the outcome is entirely different and dependent on whom the viewer is. This study, 

therefore, involves a various point of views from scholars and unique market results in China. 
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4.2 Purpose of research 

The objective of this study is to discover the causal effect relationship between potential root causes 

and sustainable business growth. Given the purpose of research, which is to discover new lights in 

understanding a new phenomenon, this paper will provide an exploratory study which emphasises on 

the relationship between variables in a context where the nature of the research problem is uncertain 

(Saunders et al., 2009).  

By establishing a firm understanding of the underlying problems in China’s sharing economy, new 

theories will be developed through case studies. The convergence of the use of an exploratory study 

and case study is likely to provide a compatible solution for building new theories. For instance, 

Eisenhardt (1989) argued over the strength of using case study for theory-building, of which are the 

generation and testability of novel theory and a final result that is empirically valid. Furthermore, as 

this paper will tread into a new territory with few prior evidence and empirical data, a method that is 

not largely dependent on existing data could yield new insights.  

Eventually, the applicability and compatibility of Eisenhardt (1989)’s usage of case study become 

particularly suitable for serving an exploratory purpose. Compare to Eisenhardt’s singular 

implementation of case study to build new theories, Yin (2003) suggested multiple purposes of the 

adoption of case study such as explaining causal relations, describing an intervention and serving as 

enlightenment when no relevant outcomes are conveyed from an intervention. However, in a context 

where the objective is to seek building new theories, Eisenhardt (1989) is more pertinent. 

Through literature reviews, the paper has identified three major aspects of which are likely to explain 

the effect on sustainable business in China. Furthermore, to aid the theoretical framework and provide 

a more defined contrast between the original sharing economy and China’s unique interpretation, the 

application of comparative study will be included in the study.     

4.3 Research approach and design 

To start with, relevant literature in the origins, development and business model of sharing economy 

have been researched and serve as an illustrious theoretical foundation in this paper. Moreover, the 

findings from case company comparison will bring a more contextualised analysis to reach the 

research objective. Thereafter, a new theory will be built on the overall analysis underpinned by case 

findings and the theoretical framework. The study will hence adopt an inductive approach because it 

seeks to understand the nature of the problem by keeping up with the progressions of the concerning 

event (Saunders et al., 2009). In addition, the research design of this paper tends to align towards 
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qualitative research due to several reasons. Because by adopting this specific design, it will enhance 

the understanding of how humans as social actor view a social problem. Then, “data analysis should 

be inductively building from particulars to general themes. and the researcher making interpretations 

of the meaning of the data (Creswell, 2009, p. 4).” Specifically, the result of a qualitative research 

tends to explain a particular event which makes it more suitable for this paper.  

In terms of research strategy, this paper has chosen to employ a case study method. The reason is 

twofold because firstly, putting a case in context is important as it provides real-life empirical findings 

(Robson, 2002). Secondly, the paper will benefit from detailed and in-depth knowledge generated by 

using the case study strategy. According to Yin (2003), a single case study may not provide sufficient 

contrasts to accentuate the underlying differences in China’s sharing economy due to the low level of 

case justification. However, as Yin’s emphasis lies on theory-testing, the premise becomes irrelevant 

to the objective of this paper. Rather, a theory-building strategy proposed by Eisenhardt (1989) will 

be adopted as the research method in this study.  

It is unassailable that comparative study could often be much more helpful and illustrative despite 

that it’s not always necessary to adopt multiple case studies for theory-building. This study chooses 

to proceed based on a comparative study using two distinct cases with the aim to present the colourful 

contrast. The research question is to find the elements that affect sustainable business development, 

and by undertaking a comparison between a regular case company and a more successful counterpart, 

the underlying differences are expected to be fully extracted and hence form the distinct contrast of 

which shortens the distance to reaching the final results.   

In retrograde, the adoption of case study strategy has justified the inductive approach and qualitative 

research design mentioned in prior because this study is country-specific and the problems are easier 

to comprehend once being applied in context. The advantage of adopting a qualitative research in this 

particular case is that the findings would depict a trend and lead us closer to the causes of the problem 

or phenomenon. Also, the nature of a qualitative research is to explain social or human problems 

through surveys, questionnaires, interviews or literature. It could, therefore, give more insights to 

relate to real life issues with decent research efficiency. 
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4.4 The application of root cause analysis 

The current trend of bike sharing business could be viewed as an ongoing process, where problematic 

phenomena occurred and the prospect of a sustainable growth in bike sharing industry is hindered. 

However, both the outcome and the manifested problems are caused by the root causes in this causal 

relationship. Very often, root cause analysis (RCA) is a parlance often found in supply chain 

management, but it’s also a tool that critically assesses a process in retrograde and “directs analytical 

attention to the root (Nicolini, Waring, & Mengis, 2011, p. 217)”, it analyses a system by locating 

and understanding the underlying errors and determines what happened, why it happened and what 

could be done (Wichman & Greenall, 2006, p. 63). After all, there is not a universally accepted 

definition of what RCA is, but it is unassailable a useful structure for the recognition of original 

causes and elimination of problems (Andersen & Fagerhaug, 2006).  

As Figure A illustrates, the Ishikawa diagram, also known as the fishbone diagram is a vivid 

presentation of the root cause analysis because it could visualise the complete causal relationship 

between a specific outcome and the associated root causes. The Ishikawa diagram is a tool primarily 

used in quality management to find reasons which cause a defect in product (Dziuba, Jarossová, & 

Gołębiecka, 2014; Gawdzinka, 2011). Nevertheless, the function of this diagram is very 

straightforward in terms of troubleshooting and matches the agenda of this paper. The bones and the 

blast symbols in Figure A represent the very problems occurred due to the input and eventually result 

in a daunting outcome, which, in this paper, is the unsustainable business development among many 
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firms in China’s sharing economy. More importantly, as the primary objective of this study is to 

discover elements contributing to the unsatisfied outcome, the application of RCA, therefore, is 

particularly suitable here because it provides a framework for problem analysis and solution 

development (Wichman & Greenall, 2006).  

When contextualising the Ishikawa diagram in this study, it has to be noticed that the diagram is 

merely one of the measures of the RCA. The root causes and the problems are both elements leaving 

an impact on the final outcome. However, when assessing the diagram in retrograde, the problems 

are simpler to identify in relation to the outcome, yet the root causes may require further deduction 

to be uncovered. This analysis part will hence be divided into two parts where the first concentrates 

on the problems on the surface, while the second part concentrates on analysing the root causes.   

4.5 Data collection and processing 

Due to the novelty of China’s newly arisen sharing economy, this particular phenomenon hasn’t been 

widely addressed and introduced. In order to understand this, a large amount of theoretical data needs 

to be viewed to provide a multi-angled explanation. However, as relevant answers and insights to the 

research question is awaiting further scrutiny and should be discussed and analysed, the paper thus 

needs to rely on a large quantity of secondary data to broaden views and seek possibilities. Moreover, 

this paper will conduct a comparative study of two firms in China’s sharing economy. The study will 

hence benefit from abundant and accessible secondary data which shaped a theoretical foundation for 

detailed comparison. Therefore, this study is predominantly based on secondary sources.  

The secondary data used in this paper has been carefully selected and filtered. As there is not much 

literature that has a direct academic connection to the current phenomenon in China’s sharing 

economy, the paper has established three approaches to answer the research question. For each 

approach, journal articles, news articles, books and reports have been extensively researched. The 

focal point of this study is China and its unique sharing economy, this study has attempted to 

disintegrate sharing economy into different components such as its conceptual definition, how it’s 

seen as innovation and the mechanism of its business model. 

After the division, relevant articles and books in each component have been searched to constitute 

the theoretical background and enable a firm initial understanding of sharing economy and its context 

in China. Nevertheless, the advantages of using secondary data in this study are more than resource-

saving. More importantly, sources with relevance to sharing economy have strengthened the underlay 
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of the analytical framework as they have covered a wider range of relevant sources to compensate the 

absence of primary data and could potentially provide insightful correlations (Saunders et al., 2009). 

4.6 Reliability and validity 

Since the paper relies extensively on secondary sources, the overall suitability and the precise 

suitability (Saunders et al., 2009, pp. 273–274) of the sources are therefore subjected to stringent 

criteria. It is well acknowledged that secondary sources may not be particularly relevant to the 

answering of the research question and some of them may have comparably less reputation or 

authority. The potential outcome of this situation implies that the sources being collected may impede 

the analysis of this paper and ultimately affect the conclusion established by invalid findings.  

During the collection of secondary data involved in this paper, the sources are accessed via CBS 

library and other legitimate websites which should be reliable and valid to the paper. However, it 

would be difficult to ascertain whether the data is specifically suitable for this study given there are 

few countermeasures to address overall suitability. Nonetheless, only sources with relevance to the 

three major aspects of sharing economy in literature review are addressed and used in this paper. Last 

but not least, some sources from Chinese websites are being adopted to compare and contrast data 

obtained elsewhere, because the views on China’s sharing economy could potentially be biased 

depending on the author and their background.  

It is worth noticing, that despite the objective limitations and constraints associated with the 

application of secondary data, the pivot of this study is to build new theories through case studies to 

describe the current social phenomenon. Accordingly, the issue of reliability and validity poses less 

concern to the integrity of this paper.  
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5.Findings 

5.1 A detailed overview of the “unique” and the “peculiarities” of China’s sharing economy 

The research question labels China’s current sharing economy as unique because it’s different from 

the western counterparts in various aspects. To be more specific, during the last year, recent media 

attention and trend of investment were predominantly attracted by China’ sharing economy due to 

the country’s exploding development in bike sharing schemes. Accordingly, based on market 

observations and the reviews of literature that covered the conceptual definition, innovation and 

business model of sharing economy, this short section will address and explain the application of the 

labels on China’s sharing economy by employing the bike sharing industry as an example. 

To start with, during 2017, the majority of journalists, writers and columnists from mainstream media 

have already noticed the difference between how sharing economy works in China and the western 

countries (CBSNews, 2017; Larmer, 2017; Toh, 2017; Yang, 2017). Bike sharing programs have 

already appeared roughly 50 years ago, and contemporary rental-based bike sharing service has 

become more prevalent during the last decade (Fishman, Washington, & Haworth, 2013).  

Yet, rather intriguingly, bike sharing in China managed to attract an enormous amount of investment 

within one year. The investment fever for bike sharing thus is quite unique in China, given that the 

market dominators, Ofo and Mobike combined raised 1.3 billion USD in 2017 (Lipton, 2017), it’s a 

number much larger than when Uber and Airbnb started some year ago, data collected from website 

CrunchBase indicates that Uber received 1.5 million USD1 in seed and angel round combined and 

Airbnb for 620000 USD2. As of today, barely any other sharing economy markets have witnessed the 

same magnitude of China’s bike sharing. However, as astonishing as the numbers may sound, there 

are few academic research which studied investors’ intention in this particular occasion.    

The bike sharing market during 2017 has been a fierce crucible for many entrepreneurs. The 

competition had 60 participants in the very beginning and only some managed to survive including 

the 2 largest firms, namely Ofo and Mobike. The degree of competition is unprecedented. More 

importantly, another source that contributes to the peculiarities of China’s sharing economy is the 

capital-intensive nature of bike sharing. Firms with the most abundant financial support survive and 

cause a winner-takes-all situation.  

                                                           
1 In seed round and angel round, Uber received 0.2 million USD and 1.3 million USD respectively. 
2The first two investment rounds, Airbnb result in receiving 20000 USD and 600000 USD respectively.  
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As mentioned earlier in the background, both Ofo and Mobike are supported by Chinese tech giants 

and their objective of bike sharing scheme is at least not for profit. Although in a market economy, 

firms could bankrupt due to various reasons, but in bike sharing’s context, the condition seems to be 

unfair and unevenly distributed among participants and the future of start-up firms are almost certain 

to be consumed by more resourceful competitors.  

From a revenue stream and platform (Wallenstein & Shelat, 2017) perspective, smaller firms, in 

particular, tend to encounter more financial dilemma due to the high initial cost & low continuous 

return CP model. In terms of the value chain, since bike sharing couldn’t integrate their business 

backwards and produce their own bikes, purchasing a large number of bikes from manufacturers is 

probably the sole alternative. Thereafter, by delivering bikes to selected locations and enable mobile 

application usage, the value is created and delivered to consumers. In terms of revenue flow, bike 

sharing service usually profits from each riding trip users commenced, but the price is much lower 

than the cost of the bike itself let alone other forms of expenses. 

As a result, many firms likely have to abandon the business and suffer from the backlash of a 

redundant reserve of bikes. The capital-intensive feature has caused a vicious circle, or a network 

effect (Constantiou et al., 2017; Cusumano, 2015), that the more resourceful a firm is, the more bikes 

it can own and deliver and thereby induce more earnings. On the other hand, market share is 

constantly shrinking for less resourceful entrepreneurs.  

However, it has been acknowledged that capital-intensive and winner-takes-all phenomenon is not 

unique in China’s bike-sharing industry. But the rate of survivability is almost if not completely 

dependent on continuous funding. For instance, Bluegogo failed during foreign expansion due to 

several reasons, but the absence of more funding was the critical one (Toh, 2017). Similarly, for 

American start-ups, as soon as the resource pool is depleted, entrepreneurs are left with effectively 

zero possibility to survive. Eventually, companies like Amazon, Google, and now Uber and Airbnb 

will last to the end and very like dominate in their respective sectors (Cusumano, 2015, p. 34). 

The rapid growth rate of firms in bike sharing business not only have brought profit but also imposed 

legal and regulatory challenges in cities. Originally, sharing bikes were seen as the solution for the 

“last-mile” problem in urban areas. This scheme was aimed at promoting sustainability and serves as 

an easier and affordable alternative for transitions during transport (Fishman et al., 2013; Zhang, 

Zhang, Duan, & Bryde, 2015). However, as parking marks the end of a bike trip, the parking choices 

which consumers have selected have to a large degree impeded urban and public planning (Millar et 



32 
 

al., 2017). Many bikes are abandoned or inappropriately placed on streets, causing clutters and 

crowdedness to multiple stakeholders (BBC, 2017). Yet, part of the parking issue could also be 

attributed to the absence of official regulations from many local authorities.  

The novelty of sharing economy businesses is inarguably appreciated by the market, but the problems 

associated with such novelty haven't yet been largely addressed by institutional entities. Further, the 

parking issue of sharing bikes may be a unique phenomenon that only happens in China due to 

tremendous demographic density in urban areas. However, as China’s bike sharing quickly scaled up 

and gained much momentum, the reverse innovation of bike sharing has now exported to other 

countries along with its drawbacks. Nevertheless, In Japan, due to stringent regulations against illegal 

parking, bike sharing firms are particularly meticulous with their operations (Alpeyev, 2018).  

In addition to the underlying parking problems in large Chinese cities filled with sharing bikes, 

vandalism and traffic rule violation also challenges urban planning. For example, an investigation of 

983 Ofo bikes indicated some stunning numbers, where “19 percent were damaged, 15 percent were 

unlocked, 12 percent had been stolen for private use and 2 percent were being ridden by children 

under the age of 12 (Ye, 2017).” In a much worse case, Wukong Bike became the very first bike 

sharing firm to declare bankruptcy due to 90% of its bikes were missing and the company inevitably 

faced a huge deficit at approximately 0.2 million USD (Lam, 2017).  

Apart from inappropriate consumer behaviours, some firms may struggle and stand on the verge of 

violating consumer welfare. In the revenue stream of bike sharing firms, another income beyond 

service fees charged per trip is the deposit each consumer has to prepay in order to use the bike. For 

consumers, however, the deposit should, in theory, be able to withdraw when consumers are ceasing 

further usage of sharing bikes at a company. Unfortunately, large companies tend to manipulate 

consumer deposit and use the money as liquidity to operate and expand business (Millar et al., 2017). 

The deposit problem is thus“an exploitable loophole”(Feng, 2017) which has harmed consumer 

welfare and their interest. Hence, another peculiarity in China’s sharing economy is the incomplete 

law enforcement and regulations and consumer behaviours, because the gaps in regulation boosted 

the diffusion of bike sharing and resulted in different social problems (Millar et al., 2017).  

Admittedly, bike sharing has taken another path diverged from traditional sharing economy and based 

on observation, many entrepreneurs in the Chinese market seemingly are led and motivated by the 

success of bike sharing (Z. Wang, 2017). In other words, bike sharing has proved another alternative 

to thrive in the market and has divided sharing economy businesses into two distinct categories. The 
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emergence of micro-sharing marked the trend of business model imitation based on bike sharing, 

while the difference in micro-sharing businesses is the comparably lower investment cost. 

Unfortunately, whether there is a causal relationship between China’s bike sharing and the subsequent 

micro-sharing businesses or not, this particular case hasn't been addressed in academic literature so 

far.  

However, the nature and necessity of micro-sharing businesses are controversial. Unlike bikes or cars, 

which are considerably more costly to own and sharing could thereby be a feasible and cheaper 

alternative, micro-sharing involved products that are usually much cheaper to own. The value creation 

is therefore constrained given consumers are more price-sensitive with low perceived value (Al-

Mamun, Rahman, & Robel, 2014). Towson (2017a) with his access-based view sees the new micro-

sharing as an access-based rental business that has disrupted the market from the demand side. While 

micro-sharing may to a certain degree be a reasonable business model, there are concerns among 

consumers as well as researchers that firms may have overdone in terms of sharing (Yuniar, 2017). 

Simply put, this peculiarity lies in the misconception of sharing economy and that firms simply follow 

successful examples. Similarly, this resonates to the Xerox example (Chesbrough & Rosenbloom, 

2002) written earlier in the importance of business models under literature review, where being 

cognitively biased affects manager’s judgment in applying the correct business model.   

Although Ofo was the first to establish in the bike sharing market back in 2014 and given the industry 

is extensively capital-intensive, there is seemingly a diminished first-mover advantage for Ofo based 

on the proliferation of similar businesses. This, therefore, constitutes a contradiction in the entry 

barriers of bike sharing. In theory, technological leadership, preemption of assets and buyer switching 

costs are the three major sources that constituted first-mover advantage (Lieberman & Montgomery, 

1988). However, taking technological conditions into account, Ofo didn’t seize the bike sharing 

market based on superior research achievement nor by experience. Bike sharing was enabled by the 

diffusion of Web 2.0 (Belk, 2014a), and this technological breakthrough was achieved by Ofo. What 

is more, bike sharing companies own bikes but don’t produce bikes, and there are not many factors 

that could be as important as bikes and mobile applications in bike sharing business.  

Unlike other industries which are dependent on investment in research and development, preemption 

of assets is of limited use to bike sharing due to the nature of scale economy. To add to this, Lieberman 

& Montgomery (1988) and Schmalensee (1981) mentioned that in practical terms, scale economies 
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can seldom escalate entry barriers for new entrants and the profit margin isn’t likely to be satisfactory 

for firms.  

This insight has provided an alternative explanation on why the bike sharing industry could be filled 

with 60 firms in the beginning. Except for the conceptual novelty of sharing economy and the 

convenience it offers, incumbents like Ofo and Mobike have few competitiveness to stand out except 

their resources. Last but not least, the switching cost is what new firms have to deal with if they want 

to seize consumers who are currently loyal to market incumbents (Lieberman & Montgomery, 1988). 

When the switching cost of a particular service or product is low, the underlying implication for firms 

is that consumers may not be loyal.  

It is worth noticing that both Ofo and Mobike have slightly different strategies in terms of target 

market (Wu & Zhu, 2017), however as their final service isn’t much differentiated for consumers, the 

switching cost is low and in theory shouldn’t be able to attain consumers if given another influential 

and resourceful competitor arises. Yet, the reality for Ofo as the first bike sharing company is, that 

despite a low entry barrier for new entrants, most of them are struggling with liquidities, cash flows 

and an erosion of their own market share.  

While first-mover advantage might be non-existent or of little use for Ofo to build other competitive 

advantages and raise entry barriers for newcomers, there are certain disadvantages associated with 

being the first in the market (Lieberman & Montgomery, 1988) which Ofo as the earliest market 

incumbent has to bear. To begin with, the trend in sharing economy which was set ablaze by the spark 

of bike sharing can be seen as the result of “free-ride” effect. Not only has Ofo tested the feasibility 

of bike sharing schemes. It has also proved the functionality of the business model in other 

applications, because “Imitation costs are lower than innovation cost in most industries (Lieberman 

& Montgomery, 1988, p. 47).” Secondly, Ofo has distributed 6.5 million bikes in 150 Chinese cities 

(Millar et al., 2017), all the asset is fixed and would burden flexibilities in strategies and 

transformations. In a hypothetical scenario where new firms have introduced a new approach to bike 

sharing, incumbents like Ofo may struggle over organisational complexities.  

To conclude, the conceptual interpretation of sharing economy for many firms in China is unique 

along with the instantaneous emergence of micro-sharing businesses. Arguably, the reason for the 

popularity and broad consumer acceptance of bike sharing may come from a multi-faceted angle. 

China does have a huge urban population and more extreme demographic density compared to those 

of western countries. The institutional environment in the Chinese market shaped and fostered the 



35 
 

growth of peculiar sharing economy practices. Furthermore, gaps in regulations and inappropriate 

consumer behaviours are also particularly related to the bike sharing phenomenon. However, as much 

peculiar as China’s sharing economy is seen, the disruptive nature of sharing economy not only 

imposed challenges to the Chinese authorities, but also to many other countries across the globe. 

Certainly, there are dark sides and limitations in sharing economy. For instance, Avital et al. (2015) 

have suggested a framework to analyse the negative impacts of sharing economy businesses based 

on social, economic, legal and human aspects. In particular, the authors stated that legal issues have 

become a huge concern for many countries when tackling international operations of sharing 

economy businesses, for example, Uber and Airbnb. There are gaps between institutional rules and 

corporate operation and the gaps are being taken advantage from.    

5.2 Evidence from bike-sharing industry - Ofo  

The previous section has addressed the peculiarities of sharing economy businesses in China in a 

broad manner. In this part, two particular case companies from China’s bike sharing industry and 

office sharing industry will be presented to provide the groundwork for the upcoming comparative 

analysis. Although both Ofo and Mobike are currently monopolising the market, this paper has chosen 

the first established brand with the most market share, namely Ofo, to be the representative of bike 

sharing industry. The reason is due to Mobike’s integrated value chain (Wu & Zhu, 2017) which 

indicates that the company is responsible to manufacture its own bikes. This immediately sets Mobike 

apart from the sharing economy principles and neither is Mobike suitable for the realm of pseudo 
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sharing. Comparably, Mobike is much more deviated from sharing economy and is therefore excluded 

from the case study. 

To begin with, Figure B is a simple illustration of how Ofo as a platform works. The overarching 

platform has, however, excluded the manufacturers because the very bike sharing service takes place 

between Ofo and consumers and the role of manufacturers is only concerned in Ofo’s value chain.  

Broadly viewed, Ofo and Mobike share much in common in terms of resource and business practices. 

Yet the difference in the value chain and market strategies has set these bike giants apart. Established 

in 2014, the company becomes known for its ideology that a riding trip should be available anytime 

anywhere. To date, Ofo has claimed to be the very first and the largest station-free/dock-less bike 

sharing platform (Ofo, 2018a). Further, Ofo has leveraged the most out of smart technology (Ofo, 

2018b) and the company has clearly presented their corporate objective which is to address the “last 

mile” issue (Cohen & Kietzmann, 2014; Fishman et al., 2013; Zhang et al., 2015) by offering 

convenient and affordable transportation solution. Similar to other players in the bike sharing industry, 

Ofo certainly owns all its bikes while not being physically involved in the production process. This 

part is eventually the essence that differs Ofo from other sharing businesses like Uber or Airbnb 

because Ofo is the asset owner whereas other companies are solely serving as the platform without 

the necessity to own asset.  

Originally, Ofo was launched in universities with the help of students. Later, serving universities and 

the vast student group has become a strategic focus for Ofo. The success among universities soon 

boosted Ofo’s expansion to urban market and other provinces where their bike sharing service quickly 

covered 22 cities and 200 universities (Wu & Zhu, 2017). The mechanism and logic behind Ofo’s 

station-less sharing bikes are simple. By download Ofo’s own mobile application, users will be able 

to fill in the necessary information and search the locations of available bikes. Next, by either 

scanning QR code or type in bike number, the riding trip will be successfully initiated.  

Convenience is perhaps one of the most valued utility that consumers enjoy from sharing economy, 

and the bikes Ofo provided to the market seem to have addressed this merit while being reasonably 

priced. The drawback in the bike sharing context is, that users have to prepay a deposit ranging from 

99 CNY to 199 CNY (XinlangKeji, 2017). As mentioned earlier, consumer deposit is a loophole 

many firms may likely exploit. Firms in principle are not allowed to use the deposit as liquidity to 

ease cash flow issues, both Ofo and Mobike have negated this consumer-led suspicion 
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(BeijingYouthDaily, 2017). Nevertheless, the market has yet not seen any explicit examinations on 

this speculation.   

As a matter of fact, earlier strategies and operations of Ofo are not particularly related to sharing 

economy despite the part that the same bikes are being shared by consumers. Hence, rental business 

is probably much more appropriate in the views of many scholars, for example, Belk (2014a), 

Eckhardt & Bardhi (2015) and Towson (2017a). Notably, Ofo has reportedly provided another 

possibility in bike sharing where the company seeks to expand its supply chain by including private 

bikes. Once fully implemented, it will optimise the excessive capacity of underused bicycles and 

create more social value. Another implication is, that Ofo is trying to improve its current strategy and 

reach its objective by connecting users to more available bikes. Unquestionably, this strategy could 

further link Ofo to the real sharing economy, yet there are inherent legal concerns bound to it. While 

this may contribute to prolong Ofo’s business, the other critical aspect associated with the prevailing 

bike sharing model are still eroding the potential of Ofo and China’s bike sharing industry.  

Apart from the domestic market, Ofo has also commenced its internationalisation process by 

exporting China’s bike sharing to the rest of the world. However, many questions revolved around 

the business expansion have arisen. For example, Japan has presented legal challenges (Alpeyev, 

2018) to Ofo which slows down market penetration process. In Europe, vandalism has also disrupted 

bike sharing firms’ expansion progress (Ram, Keohane, & Yang, 2018). Furthermore, 

internationalisation strategy doesn’t seem to offset the current financial deficit among all bike sharing 

firms. Obviously, profitability is essential for sustainable business development, but the capital-

intensive model and questionable revenue scheme have become major concerns (Ding & Fu, 2017). 

As stated earlier, bike sharing is scale economy that demands huge capital input to produce long-term 

gains. At the current stage, the domestic market for bike sharing is gradually becoming more saturated, 

and given the stumbling foreign expansion, the future forecast of Ofo and the entire bike sharing 

industry are depending on the sustainable strategic adjustment that can lift them out from the current 

dilemmas.   

5.3 Evidence from office-sharing industry – Ucommune  

This paper has chosen Ucommune to be the representative of China’s office sharing industry. Because 

both Ucommune and Ofo are regarded as sharing economy business with Chinese characteristics, yet 

intriguingly, the result of their business practices and future potential are vastly distinct. Moreover, 

the background of Ucommune has determined that it’s more suitable to be contextualised in the 
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comparative analysis as it can be a significant contrast to Ofo. The following Figure C illustrates the 

platform of Ucommune, where compared to Figure B, this platform has included other service 

providers/business partners in the integrated system, allowing the interactions of customers with other 

firms within this platform while not having to go through Ucommune from time to time. The 

relationship of Ucommune, its business partners and customers are thus more complicated than the 

unilateral process depicted in Ofo’s platform. 

Unlike the bike sharing industry, which initiated a business explosion and built forceful momentum 

in the era of sharing economy, the concept of office sharing is in comparison much less exposed to 

media and the vast consumer group. Office sharing, also known as co-working space or coworking 

community is a new form of business emerged from sharing economy. Comparing to Wework, which 

is an American start-up that established in 2010 and one of the pioneers in providing shared 

workspaces to customers worldwide (Bloomberg, 2018), Ucommune started five years later and has 

imitated the prevalent model of Wework and added more Chinese characteristics to this business 

(Standaert, 2017). An interesting fact is, that Ucommune was originally named Urwork and the 

company was founded in the same year as Wework’s market entry to China (Abkowitz, 2015). As of 

June 2017, Ucommune’s service has covered 20 cities worldwide with 78 coworking communities 

(Ucommune, 2018). 

The idea behind office sharing service is to provide flexible and convenient workspaces for members 

who pay on a monthly basis. Particularly, the target customer group is usually innovative start-ups 
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and entrepreneurs. This mechanism implies, that in a shared coworking space, customers not only 

can work on their own project but can also socialise and network with new members from different 

industries. It thus provided a platform beyond mere working space, rather, a network community is 

probably a more apt definition preferred for Ucommune (Standaert, 2017). Furthermore, the basic 

objective of Ucommune is very similar to other office sharing firms. The firm has stated that the 

working space is rather trivial compared to the possibility of connecting people from their desk to the 

world (Bloomberg News, 2017).     

Recently, Wework started to launch a further expansion with an investment boost of 500 million USD 

and the company aims to increase its presence in Asia and improve competitiveness against 

Ucommune (Bach, 2017). However, there are some major differences between these two firms. At 

first, while both seek to provide a network community to their members, Ucommune seems to be a 

more integrated platform involving diversified services than Wework, which predominantly operates 

in office sharing. What is more, Ucommune also serves the role as an incubator for start-ups by 

providing a gateway to consulting and financing services. While on the other hand, Wework as the 

pioneer in office sharing has approached this business by creating more value through a creative 

office environment. The firm provides the necessities for corporate usage and thrives in this specific 

area.  

Currently, China’s office sharing has three prevalent models: Incubator, creative space and coworking 

space (Xie, 2017). However, the boundaries between these models are seemingly blurred. In the case 

of Ucommune, the firm doesn’t own real estate but serves as both incubator and co-working space 

provider. In addition, the basic working space offering may be more inclined towards frugal 

innovation in office environment decoration. Last but not least, by being an integrated platform, 

Ucommune has also involved other firms in their value chain. The underlying implication is, that 

customers have the possibility to gain useful industrial and corporate insights through other firms in 

the coworking space. Notably, coworking doesn’t solely mean working together physically. Rather, 

it focuses on how to merge the thoughts and ideas of different firms to create and boost innovations. 

In short, the advantages of Ucommune are flexibility, unique value creation and convenience. By 

office sharing, corporate customers will benefit from reduced fixed cost and flexible organisation. 

The value of many idle real estates will be optimised and thus bring up social value creation. For the 

customers who are working together, they could benefit from the entire network community build by 

Ucommune and its partners. To some degree, this strategy has developed to a start-up-friendly 
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ecosystem (CheungKongBusinessReview, 2016) that actively create, foster and boost innovations. 

According to Mao Daqing, the founder of Ucommune, 90% of current revenue stream comes from 

office rental. However, he stated that the future profit channel will not be dependent on rents, instead, 

it will be created through premium value-adding services and franchising 

(CheungKongBusinessReview, 2016; theBeijingNews, 2015). From the aspect of value creation and 

principles of sharing economy, Ucommune has presented a concept much more promising and 

sustainable than that of Ofo. Also, office sharing seems to be more stable than bike sharing, given 

there are more successes than failures in the industry (Standaert, 2017).   

6.Analysis at the surface (problems) level 

This section zooms in on the fishbone part of the Ishikawa diagram in Section 3.4 and constitutes the 

problem recognition part of the RCA framework. To find the root causes, the problems on the 

fishbones have to be identified in prior to complete the problem-solving process. At the surface level, 

this analysis concentrates on what happened rather than why it happened, because problems are more 

apparent and act as the tip of an afloat iceberg.   

6.1 Excessive supply 

Arguably, determining the sustainability of two companies from different industry may seem 

irrelevant because the target market segment and value creation of the companies are distinct from 

each other. However, given both are benefitting from the market’s fever for sharing economy, and 

both are regarded as top performers in their respective industry, they share a contextual common 

ground and a comparison between them can hence be substantiated by the latent differences. 

Specifically, as both are sharing economy practitioners, a comparison and scrutiny revolved their 

value creation mechanisms and relative competitiveness is likely to provide interesting insights. 

Apart from how Ofo and Ucommune interpret sharing economy and how they create a business model 

for the disruption they created to the market, this paper also endeavours to propose other important 

factors that may affect firms’ profitability and development. To begin with, given Ofo’s massive 

service coverage in Chinese domestic market, the size of its business relative to the level of market 

saturation may present an excessive supply over actual demand.  

In conventional economies, excessive supply drags product price down and could become an 

opportunity cost for relevant firms. In the context of sharing economy, despite different business 

models, a surplus in supply is still detrimental to profitability. However, bike sharing is a service built 
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on physical products, while the service itself is static and unaffected by the surplus, the excessive 

numbers of distributed bicycles may be a bigger concern for sustainable business development. In a 

recent report by DCCI (Data Centre of China Internet), researchers have studied consumer utilisation 

of sharing bikes from 13 cities (Shujuju, 2017). To a certain extent, the report has visualised general 

data of bike sharing industry and identified and various user groups and the market penetration of 

each bike sharing brand. Yet, the report hasn’t provided the actual utilisation rate of sharing bikes 

and the number of idle bikes never been used. 

According to the 2017 sharing economy industrial report conducted by iResearch Consulting Group, 

on the surface, China’s bike sharing is a market of more than 20 million users. For Ofo, its active user 

base peaked at 3.69 million during 2017 which presents an estimated 4.6 times growth than that of 

the end of 2016. In January 2017 alone, Ofo’s bike utilisation rate was 52.1% (iResearch, 2017). The 

similarities between the DCCI and iResearch reports are, that both stressed how dramatic the industry 

has soared and the subsequent consumer interactions. However, insightful research such as the 

number of underused or idle bikes, the ratio between bikes and estimated actual consumer demand or 

the opportunity cost of bike surplus are not addressed in both reports.  

Therefore, superficially, the industry shows a sign of achieving satisfactory results, but there are 

numerous impediments on the path to sustainable development. Furthermore, as stated earlier, Ofo, 

as well as the bike sharing industry, rely on the scaling power of their sizes. Scale economy often 

comes with drawbacks that profit margin is low and requires an immense capital resource to initiate. 

This method implies that Ofo is very likely to have ordered bicycles in large quantities, the question 

is if whether the quantity of bikes matches optimised efficiency and values needed by consumers.  

Currently, Ofo has more than 10 million bikes spread across the globe (Ofo, 2018a) and Chinese 

market alone accounts for a large percent of the reserve. Nevertheless, it’s hard to determine if the 

market virtually need millions of sharing bikes from Ofo, but given the bike sharing giant is still 

expanding its business, the excessive bikes may be redundant and a sunk cost for the business. This 

being said, the excess may not necessarily be a surplus that can be fixed by more consumer demand 

and could, therefore, render the scale economy of Ofo much less efficient contrary to its expectation.  

6.2 Diffusion of value creation 

In addition to the potential excess of current market saturation, value creation and its diffusion could 

constitute another reason that undermines China’s sharing economy. Comparing to Ucommune’s 

office sharing concept, Ofo’s bike sharing service is extensively simplex which will result in lessened 
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value creation in the long run. It has been addressed several times in former sections that novelty of 

sharing economy is one the reasons many consumers initially endorse such practices. However, in 

the longer term, the marginal utility of consumers using bike sharing will naturally decrease.  

For Ofo, once the current users have outgrown its technology and service, the company would 

possibly reach a glass ceiling where more bikes couldn’t attract more consumers. Although logically, 

products have their limitations and bikes could simply not be used like automobiles, in order to 

maintain and increase profitability, undertaking a transition from offering convenient sharing bikes 

to adjusting value creation process is a plausible plan as the physical bikes couldn’t be changed to 

match the value-adding criterion and service is thus the element that could dramatically enhance user 

experience and maximise value creation. Hence, it is of vital importance for Ofo to expand its service 

offerings and conceive a more inclusive and attractive strategy to its target consumer group.  

Figure D has summarised and illustrated the abovementioned problems currently existing in China’s 

bike sharing business. The fishbone represents the major problems while the sub-branches on the 

bones indicate the associating manifestations. 

As of today, almost 18 months have passed after the emergence of bike sharing, yet, China’s bike 

sharing companies still haven’t been able to generate enough profit due to an ill-conceived and elusive 

revenue model (Ding & Fu, 2017). Further, as many have pointed out, scale economy simply doesn’t 

work for bike sharing and there is an absence of network effect to grow the business exponentially. 
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Last but not least, differentiation among firms is non-existent as everyone follows the same model. 

The consequence is thus multi-fold but converges on the inability to profit and sustain in the long run 

(Cendrowski, 2017). This could possibly imply, that the root idea of bike sharing with Chinese 

characteristics may as well be adopted based on unjustifiable assumptions that lack a firm and explicit 

structure. Thus, developing towards sustainability would confer drastic changes to the entire industry 

and managers have to be keen on further innovations and adjustments.  

On the other side of the comparison, Ucommune is more sustainable due to some of its inherent 

advantages in value creation. First and foremost, the value and potential that lies in real estate are far 

greater than bikes. This being said, the broad market segment that bike sharing service aims is 

individual customers and the value created and perceived by consumers are extensively constrained. 

Further, the value itself isn’t of long-lasting nature in the case of Ofo and bike sharing industry. 

Secondly, in terms of creating collective value to a broad community or network, Ucommune has 

managed to embed this strategy in its business model. The customers of Ucommune can be both 

individuals demanding a co-working space or firms willing to cooperate at multiple levels. Yet the 

value captured and delivered through this integrated platform determined that there is a sense of 

diffusion and continuity in these values.  

As mentioned earlier, Ucommune doesn’t own asset, and as the corporate slogan says, “bring those 

from the parallel world together (Ucommune, 2018),” this ideology thus, highlights on connecting 

people to resources and building networks to provide additional values. By continuity in value 

creation, Ucommune has ensured that the value it created could pass through their customers and 

reach to a broader community. To some extent, this trait can be ascribed to an indirect network effect 

with the definition as “the positive feedback loop where a larger user base of a primary product 

(“hardware”) attracts more complementary goods (“software”), which in turn increases the value 

of the primary good (Kim, Prince, & Qiu, 2014, p. 99).”  

However, a direct network effect tends to emphasise economies of scales, as the number of consumers 

rises, the service or product will be further improved (Reddy, 2018). While this certainly doesn’t 

apply in Ofo’s case, where the bike sharing service and entire experience aren’t particularly enhanced 

given the rapid escalation of the user base, this theory does apply in the case of Ucommune. Similar 

to the mechanisms behind Uber and Airbnb, the more users join the network, the more resource could 

be shared and optimised by the community. 



44 
 

Correspondingly, both business and individual customers of Ucommune would benefit from a larger 

pool of talents and network possibility. In addition to the direct network, indirect network effect states 

that both primary and complementary product should be provided by the same supplier, which doesn’t 

necessarily fit in the context of Ucommune. Apart from this drawback, this theory has contributed to 

elevating a conceptual understanding of how Ucommune could create more value through its current 

model. Therefore, unlike Ofo which executes business operations by transforming the way value is 

delivered and provide smart bike rental services, Ucommune has exerted its strength to become a 

platform that acts like a middleman, only its importance is greatly amplified in a sharing economy 

context.   

6.3 Competitiveness 

To add to the previously mentioned proposition which suggests the continuity and diffusion of value, 

a competitiveness-based perspective will be implemented. To some degree, the propositions may 

constitute certain confusions, but the simplicity of the idea will be clarified when scrutinising the 

value created by Ucommune and the coworking concept in context. Frankly, profitability and value 

proposition have almost become the cliché in real business practices, yet these are also the most 

superficial requirement for firms to fulfil in order to thrive in the longer game. This paper has hence 

extensively stressed the significance of value firms are able to provide to the market and the 

subsequent economic return. In CheungKong Business Review (2016), the founder of Ucommune 

has stated the formation of an ecosystem as a source of future profit. In theory, an ecosystem is:  

“a unit of biological organisation made up of all of the organisms in a given area 

(community) interacting with the physical environment so that a flow of energy leads to 

characteristic trophic structure and material cycles within the system (Odum, 1969, p. 

262).” 

For Ucommune, its nature as platform economy is to create value by building connections and 

organising transactions (Acquier et al., 2017). The underlying implication is, that the more business 

partners and individual customers partaking in the ecosystem, the more value could be realised. Thus, 

the firm’s objective is to include all individual customers and business partners to shape such 

ecosystem and maximise the effect through the interplay of all concerning actors.  

There are several advantages associated with building an ecosystem. For example, Apple is seen as 

one of the very successful firms that created its own ecosystem. Within Appstore, Apple consumers 

can access almost everything they need while the applications are also compatible with other Apple’s 
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products. As a result, the switch cost has been raised and it becomes unlikely that consumers will 

disrupt their flowing experience by purchasing a non-Apple product. In other words, consumers 

become dependent and loyal since the system has sufficed their demand. From a corporate perspective, 

entrepreneurs and start-ups would face mitigated competition and benefit from the system.  

Although business ecosystem doesn’t exclude competition, neither does it have to be start-up friendly, 

but Ucommune possesses some characteristics that other firms may not have. Ucommune itself isn’t 

an incubator, but as a platform, it has attracted service businesses that support innovation and 

entrepreneurship. Thus, within the ecosystem which will be organised and jointly developed by 

Ucommune and its partners, start-ups will be empowered and profit will be generated in the form of 

share investment by future partners (CheungKongBusinessReview, 2016).  

Originally, the value created by Ucommune resides particularly in building the network and boost 

innovation. As the ecosystem gradually approaches completion, the service sectors involved will 

eventually cover education, incubator, tradition and development of Internet Plus in sports industry 

(CheungKongBusinessReview, 2016). All of a sudden, the quality and magnitude of Ucommune’s 

value output has transcended beyond an ordinary platform economy. From a consumers’ perspective, 

perceived value is very likely to escalate given an overall enhancement to the current value creation. 

From providing the basic coworking space to building a sophisticated and omnibus ecosystem, 

Ucommune has initiated a series of disruptive changes. The ecosystem, therefore, has created a 

hypothetical sphere with Ucommune positioned in the centre, and the enhanced values will be 

reaching out to every actor in this community or system.  

Ucommune’s ecosystem is the virtual embodiment of network effect, and it has shed light what Ofo 

could have mistaken in its current strategy. The simplex value creation in bike sharing is an inherent 

disadvantage when compared to other sharing economy firms which rely on network-based and value 

optimisation-based model. More importantly, value creation determines the economic gains. With the 

scale economy profit channel Ofo has been applying, the profit margin is too low and too static to 

compensate the resource input for all operations. However, few study has addressed the problem 

value creation of Ofo during the assessment. Correspondingly, although both Ofo and Ucommune 

haven’t achieved breakthrough financially, the former lacks alternative routes to profit and strategies 

to radically change their value creation process.  

While Ofo has more underlying problems with its business model and value output, there may be 

many practical issues in Ucommune’s ecosystem. Apart from a creative environment in the 
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coworking space and the benefit of networks and community, security issue, corporate confidentiality 

and development of corporate culture have concerned many (JiefangDaily, 2016). When start-ups 

grow, they may demand over larger space and privacy. Coworking space is flexible with smaller firms 

and individuals, but metaphorically, it could become a shackle later. In an open environment with 

people from different industries, it becomes increasingly harder for expanding start-ups to create a 

unique corporate identity for its employees. On one hand, open coworking space could provide cross-

industrial insights and even data. On the other hand, confidentiality is critical for firms, and in an 

environment with various individuals, privacy and security issue also challenges the concept of office 

sharing.  

In certain cases, some firms’ employees could be headhunted by competitors in such environment 

(JiefangDaily, 2016). While this example successfully manifested the capability of network and 

connections stressed by Ucommune, managers will often have a hard time in recruitment. As a result, 

the ecosystem will inevitably face many pragmatic issues. Thus, Ucommune may have encompassed 

many premium services to the system, yet how it avoids an internal conflict or vicious competition is 

yet unknown given the core business model of Ucommune is still undisclosed 

(CheungKongBusinessReview, 2016).   

The development of China’s bike sharing is filled by capitals, motivated entrepreneurs and 

competitions. Given the struggle over profit in China’s bike sharing industry and everlasting price 

competition, investors of Ofo and Mobike have considered a strategic merger (L. Y. Chen, 2017). 

Upon success, the new Ofo-Mobike alliance is likely to be valued at an estimated 4 billion at least. 

Also, a merger of the two pioneers may be the only way to achieve profitability according to an 

investor of Ofo (Chinadaily, 2017).  

In an ideal scenario, the combination of two resourceful companies should confer larger market shares, 

more efficient economies of scale and profit. Nevertheless, the proposal of a strategic merger has later 

been turned down by Mobike (Chinadaily, 2017). In hindsight, it’s possible that the merger may not 

be economically plausible due to numerous reasons. An optimised synergistic outcome of firms 

requires a certain degree of differentiation and diversity, the ecosystem that Ucommune has been 

building has, for instance, displayed the combination of firms from different industries to generate 

unique values. In the case of Ofo and Mobike, the latter manufactures its own bikes but also profit 

through larger economies of scale. The combination of two scale economies doesn’t indicate certain 

gains specifically in bike sharing (Cendrowski, 2017), and the new firm still has a vague revenue 
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model to realise a profit. Therefore, to further discover the root causes that jeopardise the sustainable 

development of China’s sharing economy, an elaborate argument based on a business model approach 

will be presented in later sections. 

In terms of sustainability, scholars have emphasised the need of business model innovation and 

suggested the creation of social value as a mean to carry out sustainable business practices, for 

example, Bocken et al. (2014) and Boons & Lüdeke-Freund (2013). The stakeholders whom Ofo 

currently provides value to are their investors and customers using their bike service. Arguably, bike 

sharing service has also mitigated pollutions from traffic, and the broad social community has also 

benefitted from it. In the research undertaken by Shujuju (2017), 66.3% of the research participants 

choose bike sharing due to environmental awareness.  

However, while Ofo’s current business model is seemingly environmental-friendly, it still needs 

further business model innovation to integrate sustainability that can benefit more social actors and 

be able to profit. On the other end of the comparison, Ucommune’s ecosystem is able to boost social 

innovation in the macro environment. By connecting individuals to a large community and guide 

start-ups to grow and expand, the values are able to circulate and eventually amass certain magnitude 

that it could benefit more stakeholders in the society.  

As mentioned earlier, according to Porter & Kramer (2011) who proposed how businesses have been 

exploiting values at the cost of the society, the authors have also suggested one method of which 

stresses an adjustment in value propositions in order to create value to the society and hence the 

business could become sustainable. The insights of the authors’ theory can be conveyed by assessing 

Ucommune’s ecosystem strategy as the firm is gradually transforming its value output and defining 

new services and markets.  

A feasible possibility for Ofo to produce more social value in the form of circular economy, Wu & 

Zhu (2017) has proposed a PSS-EPR (Product Service System – Extended producer responsibility) 

decoupling method to create innovative business model. Anyhow, the authors argued this model could 

be applied to bike sharing industry in terms of a more effective value chain, but as soon as the 

ideologies of sharing economy are concerned, this model doesn’t seem to address value creation to 

additional stakeholders.     

As an extended explanation to Porter & Kramer (2011)’s competitiveness and survival-based idea in 

building a supporting industry which could underpin a transformation from value-exploiting to value-
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sharing, Porter (1998) has stressed the importance of business clusters in cultivating competitiveness. 

Similar to the overarching importance of profitability, neither could firms prevail in the longer term 

without developing corporate competitiveness.  

A cluster represents a list of interconnected firms that have specialised in a particular field within a 

given physical location. Also, these firms have to be important for competition due to their unique 

input. Moreover, clusters could also reach the stakeholders located in the downstream of the product 

chain (Porter, 1998). The author also included other institutions such as universities or governmental 

entities in a cluster, but these features are less relevant to contextualise Ucommune’s ecosystem. More 

importantly, it has to be noted that Porter’s cluster theory has existed for some decades and is usually 

applied in conventional economies. Given the distinctively novel features of sharing economy and 

conventional economy, there are unquestionably incompatibilities, however, this theory could be used 

as an enlightening reference to boost the understanding of Ucommune’s effort.  

The definitions of ecosystem and cluster share one common attribute as both specify the interactions 

of actors within a prescribed concentration or system. Recalling on the major stakeholders involved 

in Ucommune’s ecosystem, partnering firms and customers are kept at arm’s length within the sphere, 

while other actors are distributed in the outer layer. Furthermore, by leveraging modern internet 

technology, partnering firms don’t have to be physically close to other actors in the ecosystem.  
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Figure E has exhibited a visualised image of the sphere with stakeholders and the circulation of value. 

In this Ucommune-centred ecosystem, the business cluster is formed with supporting firms from other 

industries and customers orbiting the core. Further, as mentioned earlier, the value created through 

leveraging network effect and the platform of Ucommune could diffuse to other layers and shape a 

circulating force of value that benefits all stakeholders in the system. Values are generated from 

within the middle layer and a large percent of them should be preserved within value creators in order 

to produce sustainable output to the entire sphere.  

Another similarity between cluster and ecosystem is the benefit for the industrial community as an 

integrated unit. Because a cluster provides enhancement to productivity, enables new forms of 

businesses and boosts innovation among firms in a competitive environment (Porter, 1998). Being 

involved in the middle layer of the ecosystem not only provides possibilities in terms of value 

diffusion and network development, it also serves as a battleground for competitions. It’s inevitable 

to have an overlap of services of homogeneous nature.  

For example, Ucommune may cooperate with different incubator firms to offer a wider range of 

professional guidance to start-ups. Hence, these firms will have to maintain their competitiveness 

while trying to thrive in the system. Overall, Porter (1998) outlined the importance, strength and 

necessity of an industrial cluster in developing competitiveness for firms. The author’s idea also 

revealed the current weakness of Ofo’s value chain. Before Ofo commences massive foreign 

expansion, its current business model has to be fruitful. As a platform business similar to Ucommune, 

Ofo’s upstream value chain is contracted to third-party manufacturers (iResearch, 2017). While 

upgrading value chain could be decisive in future competitions in the bike sharing industry, Ofo’s 

value creation and profitability dilemma have already posed many obstacles in the short term.  

6.4 Section summary 

Unlike the aspect of innovation, business model and theoretical foundation where their influence to 

sustainability stays latent and has been covered by more obvious and significant factors, this section 

has stressed the superficial and taken-for-granted factors that affect Ofo to achieve sustainable growth. 

However, sustainable business is a direct outcome of profitability, but given a turnover is dependent 

on further elements, the argument has thus traced further in the value chain and competitiveness. 

Ofo’s model has set an alerting benchmark for other micro-sharing services. Scale economies have 

violated the principle of sharing economy, i.e., optimising underused resources. Mass manufacturing 

of new products to complement a rental-based revenue model is rather a contradiction to the 
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environment protection objective bike sharing firms have. What is more, the actual efficiency of 

newly produced materials is hardly measured or being noticed by consumers.  

Regardless of what service consumers use, consumers perceive value by using and experiencing the 

product or service. It’s usually not rational from consumers’ perspective to be concerned by actual 

utilisation rate or efficiency. In terms of sustainable social value creation, companies similar to Ofo 

make earnings while the society bears the cost. A balanced ratio between supply and demand has to 

be calculated to reduce unnecessary cost in excessive supply. On the other hand, Ucommune provides 

the possibility for entrepreneurs to create new business opportunities, its service has addressed 

employment and innovation development and hence provides more social value to the large social 

community. Furthermore, scale economies in bike sharing context doesn’t tend to differentiate at 

product level which eventually constrains value-adding capabilities. It thus jeopardises the magnitude 

of value created to consumers with simplex design and service.  

As an extension of value creation, how far values could reach and how many stakeholders would 

benefit from these values are also one of the prominent difference between Ofo and Ucommune. To 

some extent, value delivery doesn’t necessarily end by supplying the specific demand. Consumers 

could either choose to patronise a firm as a return or send the value further to create larger scales of 

benefit. This idea has been exemplified in Ucommune’s ecosystem where the diffusion of value is 

possible given if each actor complies accordingly.  

At last, firms relying on economies of scale in sharing economy have to develop core competencies 

to survive a market full of homogenous products and services. Technology has lowered entry barriers 

in sharing economy, therefore, in the light of Porter (1998) and Porter & Kramer (2011), integrating 

one’s value chain to create differentiation in value output and competitive advantages or build 

supporting industries to form a cluster could help firms becoming more competitive, and hence also 

more sustainable in the long run. This is specifically important for Ofo and Mobike as they are 

expanding overseas, however, they still need to consolidate and develop a thorough and strategic 

framework which in turn will enable development of competitiveness for internationalisation.  
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7.Analysis at the in-depth (root causes) level 

This section is a continuation of the previous analysis at the surface level. The difference is, that this 

part concentrates on why it happened and is dedicated to providing an in-depth analysis based on the 

RCA framework mentioned in Section 3.4. The in-depth level analysis is located on the left end of 

the Ishikawa diagram as it directs attentions on problems emerged further to the underlying root 

causes in bike sharing businesses. In supply chain and lean management terms, the root cause is the 

very origin of failures and could be traced back by dismantling and troubleshooting the more apparent 

problematic manifestations. This could be proved to be particularly effective in the context of sharing 

economy in China. In a broad view, gap to profit, the struggle of sustainable growth, simplex value 

output, mass production, low entry barriers and competitiveness and the frenzy for a prescribed 

revenue model have become some of the most conspicuous phenomena appeared in China’s emerging 

sharing economy market. The reason for these flaws may be ascribed to the misconceptions in the 

conceptual structure of sharing economy from the very beginning. 

7.1 The impact of conceptual misconception 

Sharing economy has been given many diverse definitions by scholars. The interpretation of it should, 

therefore, align with the specific contexts each market provides. Accordingly, regardless of which 

form of sharing economy firms have undertaken to proceed, there are not necessarily wrong practices. 

However, some may turn out to be less successful than the others. The emergence of Uber and Airbnb 

has pushed sharing economy to a new height, yet the nature of sharing could be very misleading and 

confusing. In the view of Belk (2010, 2014a), neither Uber or Airbnb should be regarded as sharing 

economy. For the author, sharing should exclude any forms of compensations, rather, it is something 

of joint ownership, for example, sharing knowledge or a bag of chips (Belk, 2014a). In this light, 

many prominent firms in the market have become pseudo sharing practitioners given the business 

relationship between the provider and the receiver. Uber, for example, its drivers will provide the car-

sharing service to a customer, but there is no collective ownership of the car. Rather, it seems like 

using the driver’s vehicle to do a favour with prescribed cost.  

Therefore, while pseudo sharing to some degree involves a form of sharing, it comes at a cost. 

Curiously, Belk (2014a)’s view of pseudo sharing may still adhere to the essential principle of sharing 

economy in certain situations. Uber allows its drivers to use their own cars in order to utilise and 

optimise underused values. The company has generated more social value by reducing emissions and 

promoting environmental awareness. On the contrary, Ofo’s launch and its subsequent expansions 
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have demanded massive production of new bicycles. The demographic dispersion and vast population 

in the Chinese market determined that a larger quantity of bicycles is needed, but the waste of resource 

is almost inevitable. Moreover, Ofo’s bike sharing service is operationally similar to short-term rental, 

only the process is much easier and convenient to go through. Therefore, bike sharing could be 

categorised as pseudo sharing economy. In contrast, Ucommune seems more like actual sharing 

economy than Ofo. Although the services and the co-working space come with a cost, yet the creative 

co-working experience and the network possibility for customers are unique and benefit the entire 

community. 

Even within the premise of pseudo sharing, the global market has witnessed two distinct models, 

where one model is idle-resource-centric like Uber and Airbnb, and the other one skipped the 

possibility of idle resources but chose newly produced resource, like Mobike and Ofo. Table 1 has 

described the differences between the two distinct models. Both firms are not compensation-free, but 

both qualify as pseudo sharing economy despite their divergence in the use of idle resources.  

A hindsight is, that such form of sharing has gained enormous popularity worldwide as many firms 

are in nature profit-seeking, and firms can operate in sharing economy without having to comply to 

the application of underused resources. Consequently, under a well-disguised cover, firms like Ofo 

could benefit from the proliferation of sharing economy and seize considerable market share. After 

all, investors and managers are not necessarily equipped with thorough knowledge of sharing 
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economy. Pseudo sharing doesn’t dictate if whether firms could become sustainable in the long run. 

Rather, it has defined a framework where sharing practices could take place. However, a 

misconception on sharing economy may result in cognitive biases when conceiving new strategies. 

Deploying scale economy strategy in the bike sharing industry makes logical sense given the potential 

demand in China, but unfortunately, it doesn’t make economic sense (Cendrowski, 2017).    

To a certain degree, the conceptual structure behind Ucommune’s interpretation of sharing economy 

shares similarities from that of Ofo. However, both Ucommune and Ofo adopt the platform strategy, 

yet it is the physical product or resource that constituted the foundation to support additional service 

sharing. This being said, Ucommune doesn’t have to construct new office buildings to provide 

coworking space. Instead, the firm rents existing real estates at a lower price and share the coworking 

spaces out with individuals and firms at a higher price (theBeijingNews, 2015). This method doesn’t 

entirely resonate with the focus on the excess capacity of resource suggested by sharing economy 

principle, however, the ultimate difference between Ucommune and Ofo is how they generate values.          

Further, in terms of asset ownership and rule-making capability, Ofo is clearly operating as a 

centralised platform given it owns the bikes and stipulates regulations for users. This is eventually 

what starts to separate Ucommune from Ofo. For the latter, the firm has a dominant position in the 

entire value chain and thus enabled more control over each actor undertaken within the chain. While 

for the former, Ucommune doesn’t always own the asset, neither does it own its business partners in 

the ecosystem. This could imply that asset and regulator responsibility are spread to other 

stakeholders with the system. Thus, the firm inclines more towards a hybrid platform where value 

creation is comparatively more dynamic than Ofo.  

Nonetheless, as soon as the principle of sharing economy is concerned, neither Ofo or Ucommune 

has extensively utilised idle resources. However, considering them as sharing economy practitioner 

might be a false assumption to start with. As Bardhi & Eckhardt (2012) and Eckhardt & Bardhi (2015) 

suggested, many pseudo sharing firms are in practice access-based service provider. The authors 

accentuated this finding based on the case study of Zipcar, where they proposed that consumers are 

utilitarian and are more interested in the platforms which offer more service and convenience at a 

lower price. Even for a decentralised platform like Airbnb whose business models aligns to the use 

of the idle resource, it’s still regarded as access economy rather than sharing because consumers are 

intentionally choosing the cheaper alternative Airbnb offered than regular hotels.  
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More importantly, beyond being utilitarianism-oriented, another important element between sharing 

and accessing is the focus on community building. Zipcar failed its inclusive strategy by attempting 

to promote the network and a sense of community between the firm and its consumers (Eckhardt & 

Bardhi, 2015). Among all perspectives on sharing economy, the epiphany on the correlation between 

Ofo and Ucommune has been enlightened by access-based theory in sharing economy. Comparably, 

Belk (2014a)’s pseudo sharing is less apt in the description of firms’ practices.  

In access economy, Ofo’s sharing can be seen as merely renting out bikes for consumers to access 

for a short time. Ofo’s success is thereby also justified by the cheap and convenient access it offers 

to the market. What is more, individual consumers benefit from each service with virtually no concern 

about other future users, because it’s otherwise paradoxical to choose an access platform in the first 

place. The need of community or network is absent in Ofo’s strategies, while this would work in 

short-term for consumers after utilitarian, the aim of long-term profitability is still depending on 

community-building. However, Eckhardt & Bardhi (2015) didn’t mention a necessary interplay 

between sustainable business and community-building strategies. Rather, they stated that an access 

economy shouldn’t lay emphasis on community with consumers, as it often turns out to be 

unsuccessful.  

To a certain degree, the idea of access economy may have overlooked the possibility of price 

competitions between firms. A sole utilitarian approach in a context where firms lack competitiveness 

indicates that firms by intentionally lowering price could attract consumers particularly looking after 

utilitarian. This would result in disadvantages in the long run and the formation of a vicious 

environment where smaller firms are able to survive. Accordingly, the outcome of applying access 

economy to Ofo is twofold, where firstly, it has demystified the use of price competition among bike 

sharing firms. Secondly, it has aptly explored and explained the cornerstone of Ofo’s current success.    

Contrary to Ofo’s negligence in leveraging sustainable values from building communities, 

Ucommune is known for its ambition to develop a community business from the beginning. This is 

eventually the difference between the concepts of office sharing and bike sharing. Since the 

emergence of office sharing, the idea has always focused on the co-creation of synergetic outcomes 

in a community. The idea eventually depicts a bond or a connection between the stakeholders and the 

community.  

There is certain interdependence involved in this relationship, but it will turn out to be a non-zero-

sum game for all parties involved. Without the emphasis on community, Ucommune’s ecosystem 
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will be less competitive and may risk losing its competitive advantage to other office sharing 

platforms. Furthermore, the B2B2C (business to business to customer) model currently employed in 

Ucommune (theBeijingNews, 2015) would make less economic sense if the firm only provides access 

to coworking space without embedding a long-term strategy into it.  

It is undeniable that access economy isn’t an exact equivalent sharing economy, but the theoretical 

framework stipulated under access economy has been represented by many successful firms while 

adhering to the use of the idle resource. By using the criteria of access economy, there seems to be an 

emergence of a clear boundary between Chinese sharing economy firms. In the first group, bike 

sharing and other micro-rental businesses together have established an access-based sharing economy. 

Their advantage lies in the novelty of value delivery and inexpensive convenience. However, the 

drawback is that it doesn’t have the capability to sustain for a longer period. In the second group, 

Ucommune and firms with similar vision on community-building are qualified as pseudo sharing 

firms. They have relatively more similarities to actual sharing and tend to be aware of idle resources. 

In terms of value creation and profitability, firms in this group may last longer and hence more 

sustainable than those of the first group.  

As a matter of fact, the majority of “unicorn” companies in China’s sharing economy such as Didi 

Chuxing and Mobike belong to the access-based group. Community-building is a rare term and hasn’t 

gained enough attention during the boom of bike sharing. Besides, the abovementioned classification 

serves as a broad guideline with the community as the single determinant while the use of other factors 

is suppressed in the classifying process. The necessity of community has become ambiguous given 

the previous example of car-hailing industry. Uber’s operation in China has been merged with DiDi, 

who in prior has already absorbed many other market competitors. Thus, merger and acquisition seem 

to have provided an alternative to community-building, as consumers will inevitably choose the 

company with the most service coverage at the risk of a diminishing consumer welfare.  

Due to existing fragments within the realm of sharing economy, firms may easily misunderstand the 

concept and thereby develop a strategy diverged from utilising idle resources. The misconception 

thus is the root of all subsequent problems. However, access-based companies may also be very 

successful if they could leverage network effect from a well-conceived business model. Based on the 

example of Uber and Airbnb, although they are heterogeneous platforms, they share similarities such 

as offering cheaper solutions than their conventional economy rivalries, optimising resource value 

and enjoying the benefit from the network effect.  
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For firms to succeed in access economy, they only have to consider price reduction without 

compromising other merits of service and pay less attention to community-building. Ucommune 

doesn’t align to access economy and has chosen a sustainable path given its omnibus ecosystem. On 

the other hand, for Ofo to become relatively more sustainable, redesign its value creation to foster the 

growth of network effect and reduce the reliance on manufacturing new bikes may contribute to 

prolong the lifespan of its business.     

7.2 The demand for more integrated innovation 

Similar to the conceptual controversies, how bike sharing model is seen through the lens of innovation 

also induced further argument. In the eyes of many, Uber has disrupted conventional taxi industry by 

leveraging the internet-facilitated platform and network effect. The way value used to be delivered 

has been disrupted accompanied by a significant increase in convenience and environmental 

awareness. Later, Christensen et al. (2015) has reassessed the disruptive case of Uber and commented 

that the company in the definition is not a disruptor.  

However, from another perspective, firms like Uber might not aim at niche market to start with, but 

their successes indicate that they could manage to disrupt the equivalent counterparts in conventional 

industries. Before the emergence of modern sharing economy firms like Ofo, bike rental is limited by 

geographical and time constraints, the inconvenience to rent bikes often refrained demand as owning 

a bike is usually simpler. As soon as dock-less sharing bikes are brought to the market, not only have 

it affected the traditional ownership mindset but has also entirely disrupted rental businesses.    

Towson (2017a, 2017b) considers Ofo as a typical market disruptor due to its access-based concept. 

The author argues, that the ownership market has been disrupted by the newly arisen concept of access 

economy. Further, as much convenient as Ofo has become, the underlying factors couldn’t justify the 

prevalent bike sharing model as a new form of sharing economy. Hence, there might be a unique 

interpretation on sharing economy from Chinese firms, but it’s certainly not radical in spite of existing 

peculiarities.  

Consider Ofo’s bike sharing, sharing basketball and sharing mobile power-bank, the common 

similarities lies in the application of technology which altered the mechanism of value creation and 

delivery. From consumers’ perspective, the perceived value stems predominantly from the thrill of 

using an unprecedented method to access bikes and its accompanied convenience. Simultaneously, 

the products they accessed have never physically changed. By this logic, prevailing firms like Airbnb 
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and Uber are not providing a radical alternative beyond sharing economy, rather, they are successful 

disruptors to the opposing conventional rivalries.   

In this light, sharing economy itself is seen more as disruptive nature due to technological 

underpinning. Therefore, the mechanisms of sharing economy practices are considered disruptive 

innovation, but without a breakthrough in product or service design, most practices carried out under 

its definition only tend to project the innovation at business model level (Christensen et al., 2015). 

This leads to another question concerning the role of technology in such innovation.  

Arguably, without an internet-facilitated platform or mobile payment, China’s sharing economy is 

very unlikely to accomplish a success similar to the current magnitude. Yet, firms thriving in sharing 

economy don’t necessarily own asset, including technology. It’s hence bewildering from time to time 

to regard sharing economy as a prominent breakthrough because to a certain degree, nothing physical 

has changed. However, it is admitted that the essence of sharing economy is the disruptive business 

model and the utilisation of idle resources. It’s therefore reasonable to see that few firms have built a 

unique core competence at the product level because the concept of sharing has enhanced value 

creation than that of ownership businesses.  

The contradiction is, that Ofo has adopted a disruptive business model like other famous firms, yet 

the advantage of dock-less bike sharing has been offset by low entry barriers in such business model 

innovation. Also, disruption is a time-consuming process (Christensen et al., 2015), meaning that the 

transition itself from a niche market to higher-end mainstream market is a disruption. Given the 

current size and organisational complexity of Ofo, it would be rather irrational to change its bike 

sharing service. Market monopoly is already established for Ofo and its service has been widely 

accepted by mainstream users. Therefore, shifting from disruptive to sustaining may be a viable 

solution to tackle sustainable development.  

The glass ceilings in product innovation are difficult to break and time-consuming. Yet indeed, new 

entrants that embarked on the journey to undertake product innovation is very likely to erode Ofo’s 

market share. Disruptive innovation starts small but grows substantially when firms improve product 

quality and eventually can compete with incumbents. This implies that Ofo as a successful disruptor 

couldn’t follow the same path longer if it aims for an extended lifespan. It’s unimaginable that Uber 

could disrupt taxi industry again unless it can provide some radical elements in its current value output. 
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Disruptive innovations have taken different approaches in China and the U.S. While Airbnb and Uber 

provide sharing service based on P2P platform and could at the same time be disruptive, Ofo and 

Ucommune have selected B2C platform. The way value is delivered by Ucommune has certainly 

changed conventional office building landscape. Comparing to Ofo, the advantage of Ucommune lies 

in the innovation taking place at both business model and service level. There are office sharing firms 

that solely rely on renting out coworking spaces, and their profitability is hence also restrained. 

Similar to other competitors, Ucommune has initially provided the basic need of working space. The 

differentiation starts to emerge gradually as the ecosystem approaches completion. The physical 

office buildings are not redecorated or reconstructed, rather, by embedding service innovation in the 

strategy, Ucommune has explored new market segments and means to enhance value creation. 

However, merging service and business model innovation is incremental to the current concept of 

office sharing business. Given sharing economy is a phenomenon of consumer’s growing awareness 

of environment and sustainability, it perhaps shouldn’t mean to induce radical changes at the product 

level. After all, the monumental aim of sharing economy is to reduce waste and optimise the values 

of existing products. Sustainability is embedded in Airbnb and Uber’s business model despite their 

access-oriented nature, this has provided an alternative for Ofo and Ucommune to think of during 

strategy-making. Innovation usually contributes to building firms’ competitiveness, while 

Ucommune would gradually become more sustainable due to its overall capabilities, Ofo could face 

an erosion in the domestic market by competitors that have a more integrated application of 

innovations and sustainable concerns. 
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7.3 The relationship between business model and sustainable business 

 

In simple terms, business model is the system or process that describes the value proposition of firms 

and its subsequent delivery to consumers. With the availability of internet and communication 

technology, the importance of business model in sharing economy has been amplified as it has to 

capture value from innovations and in turn extract economic gains from its applications (Chesbrough 

& Rosenbloom, 2002).  

It has been stressed many times that value creation is a key factor that differentiated Ofo from 

Ucommune. In addition to this, the way value is created has a direct link to the structure of business 

model. Eventually, the logic behind a firm’s business model projects how the firm will operate to 

achieve corporate objectives. Table 2 provides an overview of Ofo and Ucommune’s business models. 

Arguably, Ucommune is more sustainable due to its inclusion of other businesses because it has 

broadened potential profit channel and altered resource input in the business model. However, Ofo 

has also included multiple manufacturers in its value chain, but its value stream is too unidirectional 

comparing to Ucommune.  

The business model could be seen as the outcome resulted from managers’ familiarisation and 

evaluation of the conceptual understanding of sharing economy and its disruptive nature. In the 

context of Ofo and Ucommune, their models are built to disrupt the market from the demand side. 

There are incumbents specialising in the manufacturing of bicycles in China, but their business model 
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is adapted to fit in the conventional market where ownership of bikes is preferred. They these firms, 

they could have extended business to bike rentals as an optional objective. Nevertheless, established 

firms tend to give up the periphery market to emerging disruptors due to their strategic focus on 

higher-end markets. 

Initially, Ofo’s business model is created to serve students for inter-campus transit (Wu & Zhu, 2017). 

The model has particularly addressed the redundancy issue of having a bike and offered a rather basic 

need that many consumers back then didn’t find specifically necessary or useful. From time to time, 

the modern sharing economy is very utilitarian as firms concentrate on offering access to satisfy the 

temporal need. The redundancy issue and a frugal approach is the problem which sharing economy 

business models are eager to solve. The necessity to own certain object is constantly being challenged 

by a prevailing business model that emphasises on flexible convenience at low cost. Moreover, Ofo’s 

sharing bikes have mitigated the sense of responsibility for consumers. On one hand, it has maximised 

the value of convenience perceived by consumers, yet on the other hand, illegal parking and 

vandalism not only caused direct economic loss to Ofo, it also wasted further resource as the 

additional workload has to be undertaken for the recovering and reparations of bikes. 

The business logic of Ofo is not complex, but the value it has created for consumers and the profit in 

return is disproportionate. The idea of excessive supply of bikes was mentioned earlier as one of the 

superficial elements that could undermine Ofo’s sustainable business development. Bike sharing is 

similar to other micro rental services in terms of business model, the underlying difference yet lies in 

the sheer size of the businesses.  

There are certain contradictions in such model concerning the potential demand of consumers. One 

of the major concern for Chinese consumers when considering bike sharing service is the possibility 

of having no bikes nearby (Sanwei Caijing, 2017). This eventually is also a pragmatic dilemma which 

other access economy firms have to deal with. The simplest way to solve the problem without 

compromising the business model and the revenue stream is to provide even more bikes at more 

locations.  
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The bright side is, that firms could reach out a larger consumer group with such effort. Nonetheless, 

the drawback is the potential disproportion between profit and values generated. Consumers are 

concerned if each riding trip could be successfully consummated, and an excessive supply of bikes is 

not necessarily a value-adding activity for users. It’s unquestionable that Ofo has become very 

successful considering the market response and investment it has received, but the initial success is 

likely to lead managers to cognitive bias similar to the case of  Xerox (Chesbrough & Rosenbloom, 

2002). Business model incorporates and processes the overall capability profile of the firm and creates 

the output to consumers, it’s thus interdependent on many other aspects of a firm. Logically, a firm 

has to develop a competitive profile to optimise the output from the corresponding business model.  

To cultivate long-term business sustainability, the corporate strategy has to match the business model. 

Social value creation and value circulation could potentially present a new perspective for firms to 

re-evaluate their strength and assess the need for sustainability. Because currently, Ofo’s value stream 

is too linear compared to the ecosystem of Ucommune as Figure F demonstrates. In the aspect of 

social value creation, Porter & Kramer (2011) suggested redesigning value proposition with the aim 

to increase social value. The underlying implication is, that the economic value generated by Ofo 

should also, in turn, benefit more stakeholders than the existing ones. Without taking the society into 

account, the current model will eventually reach its limitation. For instance, bikes are inherently more 

durable than consumable commodities. Ofo’s demand for new bikes will stagnate when the market is 

overburdened by the number of bikes distributed. In that scenario, manufacturers’ interest will be on 
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stake since they could lose considerable value inflow and the society is likely to be challenged if 

regulatory solutions haven’t been developed to address parking and vandalism issues.  

In the current macro environment in China, the boom of sharing economy has gained attention by 

institutional entities. Accordingly, it’s now highly encouraged for entrepreneurs, start-ups and 

incumbents to actively pursue innovative development (Xu, 2017). However, through the illustrations 

by Table 2 and Figure F, Ofo’s business model and value stream haven’t addressed either a broader 

social issue or social stakeholders. Comparably, Ucommune’s basic concept has provided a 

convenient and economical solution to the social community. The premium services in the entire 

ecosystem will help firms to grow and expand, which eventually boosts development in innovation.  

Given the capital-intensive nature of the bike sharing industry, Ofo’s early success by using the 

current business model has extensively benefitted from the strong financial support provided by 

investors. Yet the reality is, that the bike sharing industry is filled by homogenous models and Ofo’s 

business model isn’t competitive anymore. The absence of network effect, which constitutes a vital 

component to the success of other prominent firms has rendered Ofo more access-based, meaning 

utility becomes the sole reason for consumers to use shared bikes.  

In this light, Ofo’s business may have created a completely new market by turning non-consumers to 

users of their service. Furthermore, consider the actual utility bike sharing provides, it has merely 

responded to the need for an on-demand service. Accordingly, in spite of the disruptive nature of 

Ofo’s business model, the firm is yet still at an early stage of disruption process. Because in theory, 

disruptive innovation tends to be less efficient and effective at the beginning, which has resonated to 

Ofo’s current situation where consumers benefit from the service but profitability is still further ahead.  

Airbnb and Uber could achieve relatively more sustainable growth due to their ideological emphasis 

on enlarging network effect from the beginning. This particular feature could create a positive loop 

where more influential firms could attract more consumers (Cusumano, 2015). With the current 

access-inclined model, Ofo may encounter consequences such as low level of profit, diminishing 

market share and problem to advance further. The question is when Ofo will reach a critical level 

where the business would have consumed too much investment without getting closer to its business 

objective. An incoherent match between corporate goal and strategy will render operations less 

efficient. Therefore, the design of business model has to align with corporate goals and capabilities 

as it will determine the final outcome and has a direct proportion to sustainable growth.    
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7.4 Section summary 

This section strived to dive deeper into the ground to discover potential root causes that may have 

affected or prevented firms from a sustainable business development. The process of conceptual 

understanding – innovative underpinning – business model defining has shaped a causal effect 

relationship which illustrates some existing dilemmas in China’s sharing economy. Nonetheless, 

business model itself is the final trigger to eventual outcomes, but it shouldn’t be regarded as a 

separate determinant that has the most influential effect on the outcomes. In nature, the business 

model is an omnibus system that incorporates various factors as input and hence generates output. 

Table 2 has illustrated the comparison of Ofo and Ucommune, and the following Table 3 will display 

the similarities and differences of Ofo and Ucommune. 

 

For Ucommune, the firm began by labelling itself as a community-concentrated office sharing firm. 

Its business model isn’t entirely similar to Airbnb since the firm is in principle retailing office spaces. 

However, its model starts to align with a hybrid platform once the ecosystem is built. Ucommune 

owns certain assets, but further services are provided by business partners in the ecosystem. Yet the 

confusion is, that while Uber and Airbnb highlight a P2P platform, Ucommune has adopted the 

B2B2C approach, allowing firms to deliver values to consumers. Ucommune’s business model is thus 

built upon the disruption that office sharing brought, it supports unique value creation and is aimed 

at constructing a community to endorse network effect as it will boost a sustainable business growth.  
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As mentioned before, a major objective of bike sharing is to provide a solution for the “last mile” 

problem. This particular utility is essentially where a larger percent of value lies in bike sharing. 

Accordingly, Ofo’s operations are justified by filling up this gap and provide on-demand service to 

consumers. The current business model Ofo has is indeed disruptive, but it’s largely dependent on 

the dock-less feature and consumers are not benefitting from another increase in the user base. The 

business model is not able to provide more long-lasting and differentiated value comparing to Uber, 

Ucommune or Airbnb. Sustainable growth is thus impacted by numerous attributes in the macro 

system.   
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8.Discussion and potential improvement for Ofo 

The construction of Ofo’s business model requires theoretical and conceptual underpinnings. Also, 

the existing dilemmas of bike sharing such as profitability issue could possibly have projected 

systematic errors from multiple aspects. In other words, there could be a misalignment between Ofo’s 

strategy, corporate objective and business model.  

The intriguing yet confusing fact is, that profitability isn’t one of the top priorities for Ofo to achieve 

(Toh, 2017). Without the need to profit, Ofo’s simplex value creation and business model are hence 

justified. However, given the millions of bikes purchased and owned by Ofo, it would be a massive 

waste or opportunity cost for the firm and the social community. The success of China’s bike sharing 

lies in the branding and marketing effect that would benefit investors and potentially further 

development of Ofo. However, when considering the value created by the society and the economic 

achievement, bike sharing is hardly successful. Although the current business model Ofo deploys is 

neither profitable or sustainable, yet from a strategic view, such tactic could contribute in building a 

foundation for future service improvement based on the branding and scaling effort in prior. 

Notwithstanding, from a sharing economy’s perspective, Uber and Airbnb have exemplified the 

significance of the network effect and idle resource. Assuming Ofo will continue as a dominant player 

in China’s sharing economy, a transitional process where the firm reduces its dependence on bike 

production and build network effect seems to be reasonable solutions to tackle current problems with 

sustainability. The imitators of bike sharing, namely the micro rental businesses, would face similar 

problems as Ofo. Yet for them, the difficulty to profit is much less comparing to Ofo. For example, a 

shared basketball itself doesn’t cost much and owning a basketball isn’t difficult nor unaffordable. 

Thus, the utility and value of shared basketball is the flexibility and instantaneous access. To some 

degree, shared basketball seems like vending machine due to its usage. In order to profit, micro rentals 

will also have to scale up and increase service coverage, which in turn requires new productions.  

Unquestionably, neither has bike sharing nor micro-sharing business presents a new form of sharing 

economy. Ucommune’s model presented multiple profit channels and unique value creation, but it 

hasn’t evolved beyond the premises of sharing economy either. Current phenomena in China’s 

sharing economy is affected by the early success of bike sharing, and a majority of entrepreneurs have 

been influenced by cognitive bias without assessing the suitability of the bike sharing model. It is 

thus demystified that the assumption of a brand-new Chinese sharing economy is false, rather, it’s 



66 
 

utility-oriented access economy with simplex value creation. Notably, Ucommune doesn’t fit into 

this particular description, the firm’s interpretation of sharing economy is concentrated on network 

effect and community-building, which diverged from the prevailing model found in other sharing 

economy industries in China. 

As conceptual comprehension in disruptive innovation and sharing economy is often too ambiguous 

to understand, potential improvement of Ofo should consider to differentiate its value proposition in 

short-term and redesign business model to alter value output in the longer term. Actively addressing 

social challenges would eventually help Ofo’s transition towards sustainability as it expands current 

utility of Ofo’s service.  

It’s worth noticing that Ucommune isn’t necessarily a traditional sharing economy practitioner that 

concentrates on the idle resource, rather, it simply has a more sustainable business model and its value 

creation has addressed the benefit of a broader social community. Comparing to the disruption process 

of Ofo, Ucommune’s ecosystem has passed the initial stage and is heading towards more effective 

value creation to its consumers. This insight could be useful for Ofo’s managers as they should 

improve service innovation and embed it in Ofo’s business model.    

Based on the results conveyed from the findings and analysis of the comparative study of Ofo and 

Ucommune, sharing-economy firms in China should preferably settle on being access-based business, 

because there is no economic sense to transform completely to a real compensation-free business like 

Belk (2014a) suggested. Furthermore, given the criteria to succeed in the access economy defined by 

Eckhardt & Bardhi (2015), it will be easier for firms to develop competitiveness around their offerings 

to consumers since they merely need to consider better and unique pricing strategies. Diffusion of 

value is a concept recognised through the assessment of Ofo and Ucommune’s value stream, and it 

share similar insights as Porter & Kramer (2011)’s idea of creating shared value to achieve 

sustainability. The problems at the surface level reflect the need to rethink the idea of sharing 

economy and re-evaluate the business model. Also, Ucommune has demonstrated the feasibility of 

embedding social value creation into the business model, which in turn contribute in the development 

of sustainability. This led to a potential proposition for sharing economy practitioners in China, that 

they can become sustainable by amplifying value-adding effect in their business and focus on creating 

public benefit through cooperation with institutional entities.  

For example, in earlier sections, it has been mentioned that one of the problematic phenomena of 

current bike sharing is the low level of adherence to rules and regulations about bike parking. This 
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can be further extended to a lack of consumer awareness for institutions. There is seemingly a gap 

between the demand from consumers and the grand social community as a whole. Ultimately, Ofo’s 

bike sharing solution hasn’t solved any problems in an effective manner. Bikes as a product are not 

considered significantly extravagant for the majority of consumers, and this renders the affiliating 

economic value and social value proposition of bike sharing somewhat underused as it couldn’t fix 

the problems in real life.  

The pragmatic and persisting problem with bike sharing in China is twofold. While consumer’s lack 

of legal awareness has undermined deployment of bikes, neither have the institutional entities in 

China enforced and fostered regulations at the scale which is sufficient to match the proliferation of 

sharing bikes. Although bicycle lanes are generally maintained and provided by authorities, it still 

appears to be dangerous to bike in China due to the presence of motorcycles on designated bicycle 

lanes (Knowledge@Wharton, 2017). 

With the insufficient legal enforcement and consumers’ traffic awareness, Ofo is presented with the 

possibility to adjust its business model and be the pioneer in responsible transportation by cooperating 

with each local authority to promote safety and legal awareness. On the surface, bike sharing seems 

to be the solution for certain consumer demands, yet for the creation of sustainable business, 

establishing rules of bike sharing and lifting the community’s legal awareness carries grander benefit 

for everyone.       
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9.Conclusion 

Based on the comparative study of Ofo and Ucommune, this study sought to discover some 

peculiarities of sharing economy with Chinese characteristics and elements that may undermine the 

sustainable development of indigenous firms in China’s sharing economy. Companies from bike 

sharing and office sharing industry are chosen to support the analysis in the paper where bike sharing 

is considered as a unique practice of China’s sharing economy despite the low level of sustainability. 

In addition, bike sharing has obtained more public attention than any other branches, it’s therefore 

chosen to represent the prevalent trend in China’s sharing economy market. 

Ofo and Ucommune are both leading firms in their respective segment. However, their business 

models, value creation and long-term strategy have reflected vast differences in their interpretation 

and objective in sharing economy. With the theoretical foundation and relevant findings presented in 

prior, this paper has proposed an analytical body that includes a surface and an in-depth approach to 

answering the research question. In the former, the imbalance between market demand and supply, 

the absence of competitiveness and diffusion of value creation are identified as the superficial 

elements that affected Ofo’s long-term sustainable development. In the latter, the influence of 

individual interpretation of sharing economy, inadequate development as disruption and an ill-

conceived business model have constituted the root elements that prevented the sustainable business 

development of Ofo and other firms with a similar model.  

Other determinants, such like network effect and optimisation of idle resource, are also essential 

components contributing to firms’ sustainability as they mitigate the difficulty of providing physical 

product in the beginning and motivates more consumers to participate due to the positive loop. They 

have revealed more insights on the future path of sharing-economy business. These elements 

altogether are not only determining the outcome but are also challenging many firms. Ucommune is 

probably not significantly more successful than Ofo, but the embeddedness of unique value creation 

in its business model and capabilities have displayed greater potential towards sustainability. For Ofo 

in particular, the bike sharing operations have consumed enormous resource, and after the analysis, 

it appears that Ofo is not likely to survive without massive fund with its current business model and 

strategy. Hence, the question is, that if Ofo isn’t making economic sense after all, would it make 

strategic sense in the longer term? This is not only a question for bike sharing companies, but also 

something to consider for the other firms who are following the same path in China’s sharing 

economy market.       
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9.1 Limitations 

Admittedly, there are certain limitations in this study. To begin with, this paper hasn’t included a 

collection of primary data, which may provide unbiased data from a carefully selected target group. 

However, given the phenomenal boom in China’s sharing economy market, many businesses are in 

theory not truly a sharing economy business.  

The trend has partially described the lack of understanding in the conceptual definition of sharing 

economy among consumers and entrepreneurs. To assess the sustainability of China’ sharing 

economy, the narrative of this paper has chosen to be part of the process as an observer without 

subjective feedbacks from Chinese consumers or firms due to lack of access to the target group. There 

is much literature about the development of sharing economy in the west, but few have studied the 

history and development of it in the Chinese market. The literature chosen for this study hence have 

solely provided a framework and theoretical findings to rely on, but the application of theories and 

critical analysis has to be conducted by me as the author. Consequently, the result of this paper may 

be affected by subjective biases and is not likely to be generalised to depict sharing economy in other 

countries due to its specific context.     

9.2 Future thinking and development 

This paper has merely proposed an analytical framework based on certain elements. However, during 

the writing of this paper, there are potentially other factors outside the framework that could be 

relevant and inspirational to address further problems existing in China’s sharing economy. For 

instance, Ucommune’s focus is to build a community including all stakeholders, while community 

would amplify network effect, the importance of community-building in sharing economy could also 

be developed into a competitive advantage. The other aspects of community could be useful for firms 

to embed into their strategy.  

Moreover, China’s bike sharing has the largest scale in the world due to the population. Bike sharing 

service with its technological facilitation is considered as the supply-push-oriented value chain. The 

role of consumers, or peers, are not empowered in this situation given sharing economy is probably 

more sustainable with more involvement of P2P activities, as demonstrated by Airbnb and Uber. 

When Ofo as the supplier determines the scale of bike production, whether it’s necessary or a waste 

of resource, the topic of an equilibrium requires further research.    

As demonstrated in Ucommune’s ecosystem, see Figure E, the diffusion or the circulation of value 

could benefit from further improvement. Ideally, these values generated from within inner layers of 
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the system could eventually benefit a greater community. This mechanism addressed the creation of 

more special value as a response to the policies stipulated by institutional entities. The significance 

of institutional theories in shaping and correcting firm’s path towards sustainability could, therefore, 

be yet another aspect to be studied.  
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