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Abstract: In this era of rapid development of online transactions and platform economies,
many companies operate as intermediaries between Party A and Party B in transactions and
gain profits from every transaction. The "middleman", that is, the intermediary, mainly
introduces Party A's resources in the form of a platform and allows more users to see and
understand Party A's resource information. Platform users, that is, Party B, can save them
from searching for the resources they want during the intermediary's promotion and
introduction. time cost; however, some intermediaries take advantage of the process of
transferring Party B's money to Party A as an intermediary and use some unfair means to
obtain profits that exceed their original gains in the transaction as an intermediary, thus
causing information between Party A and Party B. Asymmetry creates ambiguity, leading to
serious problems in transactions. In this work, we will discuss the advantages of the
decentralized sharing economy. Furthermore, this paper will focus on analyzing the
shortcomings of intermediary operations in contemporary society from the perspective that
intermediaries need to spend a lot of time and economic costs to establish credibility, the lack
of intermediaries which are controlled artificially, and the friction of platform p2p
transactions. Targeting the above three aspects, the paper will also explain and analyze the
operating model of Ethereum to demonstrate that Ethereum is a better online transaction
model that can replace the artificial intermediary model in contemporary times.
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1. Introduction

In recent years, the latest emerging technology generates many new economic forms. People build
internet platforms, and it creates Platform Economy. Relying on online platforms, people are more
closely connected, which, therefore, allows the temporary exchange of assets. As this convenience of
exchanging idle assets become more and more prevalent in society, the concept of sharing economy
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becomes popular as well. Coyle and Conner [1] define sharing economy as the intersection of digital
matching platforms and the rental of assets.The core characteristics of sharing economy include value
creation, trust communities, untapped/underutilized capital assets, access over ownership, and low
friction & scaling. In other words, sharing economy allows people to utilize their idle assets to
generate more income, improve working efficiency, and benefit the whole society. Sharing economy
has significant advantages in reducing cost and providing convenience; as the owners lease out their
assets, which can be in various forms like space, time, transportation, things, knowledge, experiences,
and capital, the lessees can access some high-price items with a relatively low cost of renting fee.
Also, Tetfevova and Kolmasova [2] state that sharing leads to positive impacts on the environment,
as sharing economy save resources, reduces emission volumes, ensures a harmonious work-life
balance, and offers employee benefits. On the other hand, leaseholders can find more customers from
the sharing economy platform as well, making their assets generate currency flow during spare time.
Currently, there are many developed Sharing Economic businesses, including shared transportation,
shared houses, and shared workplaces; companies like Uber, Didi, WeWork, and Airbnb are all major
players who established successful business modes in these fields. However, as society needs to
expand the forms of sharing economy and make more business in the sharing mode, some negative
impacts were caused by sharing economy companies in the society too. For example, the untrust
relationship between customers and individual drivers was built from a few cases that the drivers
murdered passengers, who called those cabs on the DiDi platform. In May and August 2018, there
were two security incidents on Didi. Didi has also made changes, improved drivers' personal
information and investing human and safety resources in its customer service team. These made the
DiDi platform also lose reliability in the public’s mind. To solve this problem and rebuild the reliable
figure in people’s minds, DiDi had to spend millions of Yuans to advertise and upgrade their safety
systems. DiDi combines special attributes, such as one-time shared rides on short notice between
private individuals, the usage of a mobile application, transparency of GPS location, and interactions
with strangers.

For the Year Ended

December 31,
2021 2022
(RMB in millions)

Revenues:
o R N N O SO Lo PRSI A AR ee 160,521 125,931
International..........cccccnieiannns R TP it ORI 3,622 5,863
IR IERTRIIVEER oo rmicsrrorsrsiomsisriniissmmnbersbimiertos frosiuiint et s pmboos R——— 9,684 8,998
Total revenues.............. o e e i it S 173,827 140,792
Costs and expenses:
OB O IV ot e b RSN S S (156,863) (115,800)
Operations and support...............c...... i oy (7.525) (6.520)
Sales and Marketing ... R e (16,961) (9.756)
Research and developmem i St e P L (9.415) (9.536)
General and administrative ...........cccciinimeecccciceceesensas (28,716) (17,004)
Impairment of goodw-ll and lntang:ble assets acqu-red from busmess

combination............. B s e e i A (2,789) —
Total costs and expenses.. (222,269) (158,616)
Loss from operations .. (48,442) (17,824)
Interest income ... s e e TIPS TSR TS £ 819 1,310
Interest expenses - 3 asdies oy e e (278) (197
Investment loss, net................. W— (167) (5.770)
Impairment loss for equity mveslments accounted for using

Measurement Alternative.............. ettt —_ (19)
Income (loss) from equity method investments, net. PR (476) 36
Other loss, net.............. e A SR LSS (624) (1,315)
S RN AR e i B A e e (49,168) (23,779)
Income tax exXpPenses..........unciuiecsesessns RpTeS— Rt (166) @)
Netloss............. (49,334) (23,783)
Less: Net income atmbulable to non- con!rolllng interest shareholders...... 9 1
Net loss attributable to DiDi Global Inc. ......... e (49,343) (23,784)
Accretion of convertible redeemable non- con(rolllng interests to

redemption value .... U R (688) (898)
Net loss attributable to ordmary sharehoiders of DiDi Global M et s T (50,031) (24,682)

Figure 1: 2021 and 2022 Didi company’s annual account statement.
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For another example, the notorious long-term rental apartment-sharing platform, Danke, also
resulted in many people’s tremendous loss in money and other aspects such as its bankruptcy. From
all these failures of the existing sharing economy business, we found out that many of the problems
that occurred were because of the middleman there, which is the sharing economy platforms
themselves. In the traditional sharing economy, the participants usually need an intermediary agent,
which can be a platform or an institution, or other things, to gain information, create transactions, or
allow the intermediary agent to manage their assets. However, this form of centralized sharing
economy usually heavily relies on the capability and trustability of the intermediary agent itself, and
once the intermediary agent has a trust crisis or management problems, the whole sharing business
might collapse, just like what happened to the Danke. Even though some of the sharing economy
platforms and businesses already tried to reduce the trading friction of the middleman system by
keeping the intermediary fees very low or encouraging P2P trading, the centralized sharing economy
still cannot solve the problems mentioned above. As a result, a decentralized form of sharing economy
is needed. A decentralized type of sharing economy may have advantages over a centralized sharing
business in many ways. Compared to the more conventional sharing economies, the Ethereum
platform, one of the most successful decentralized sharing economy businesses and communities,
especially has advantages over aspects like building up trust, using a more fair and agreeable system
of assets management and profits distribution, and P2P transactions’ frictions reduction. This essay
will thoroughly analyze the disadvantages of social harms the conventional forms of sharing economy
business can have, compare these problems to the correspondent mechanism of the Ethereum network,
and discuss the possibility that the new era of decentralized sharing economy example, the Ethereum
platform, can fix these problems and create more social values.

2. Literature Review

In recent years, the latest emerging technology generates many new economic forms. People build
internet platforms, and it creates Platform Economy. Relying on online platforms, people are more
closely connected, which, therefore, allows the temporary exchange of assets. As this convenience of
exchanging idle assets becomes more and more prevalent in society, sharing economy becomes
popular as well. Coyle and Conner [1] define sharing economy as the intersection of digital matching
platforms and the rental of assets. Steven Kane Curtis and Matthias Lehner [3] redefined sharing
economy as a rising pattern in consumption behavior, experiencing immense growth that is surpassing
any other markets in outlook and market growth. Since the promotion of sharing economy platforms,
plenty of online platforms obtain benefited from it. Gollapudi, Sreenivas, Kostas Kollias, and
Debmalya Panigrahi find that Nash [4] equilibrium always exists in sharing economy, but it is often
the worst situation, which can be solved by the Sharpley method. Earlier in 2015, Kim, Jeonghye,
Youngseog Yoon, and Hangjung Zo [5] investigate how several factors are connected to sharing
economy. They discover that Trust, participation intention and reputation are positively related. While
trust and risk, risk and participation intention are negatively related. Grondys and Katarzyna [6]
examine B2B sharing by analyzing how businesses share resources and the reasons for sharing. A
recent study done by Tetfevova, Libéna, and Pavla Kolmasova [2] also provides similar insight.
Chuah, Stephanie Hui-Wen [7], et al. use different methods to study businesses and sharing economy.
They all find that businesses participate in sharing for financial benefits, sustainability, and social
reasons. Coyle and Conner [1] go through sharing economy from multiple perspectives, like location,
funding, and technology. Zhen Cao discusses the influence of government policies, regulations, and
systems to guarantee platform reward and punishment mechanisms on users' trust in shared travel
platforms. Driving safety issues would lead to greater perceived risk, which is negatively correlated
with users' trust in the platform. The core characteristics of the sharing economy include value
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creation, trust communities, untapped/underutilized capital assets, access over ownership, and low
friction & scaling.

This essay uses DiDi and Danke to do case studies, which examine the benefits and shortcomings
in the current sharing economic mode. In Lei Wang’s [8] research, relying on providing high-quality
services to the customers and its business expansion, DiDi’s platform enhances and broadens market
value. On the other hand, the rapid and large-scale information dissemination brought by the Internet
has also caused some negative impacts on society and the market: “Group renting” endangers urban
governance and the lack of identity trust mechanism when all kinds of roles in the online rental market
communicate weakly, investigate by Jie Zou [9], which challenges the trust of the online transaction.
ZHOU Wenhui DENG Wei CHENLIingzi states that the DiDi platform enterprises can effectively
promote value co-creation digital empowerment and dynamic evolution. As the DiDi platform
provides graded services to drivers and passengers and realizes the development and innovation of
the platform's economic resources through an information-sharing process. Mei Yan, and Wang Si
Yang [10] find that The Didi platform relies on the Internet platform for resource sharing, and multi-
party cooperation will increase transaction costs WeChat, third-party payment platforms, and other
platforms participate in the formation of a multilateral market platform. Xiao Feng and RenYe discuss
that in May and August 2018, there were two security incidents in Didi. Didi has also made changes,
improved drivers' personal information and investing human and safety resources in its customer
service team. Liang et al. find that DiDi combines special attributes, such as one-time shared rides on
short notice between private individuals, the usage of a mobile application, transparency of GPS
location, and interactions with strangers. Huang Hui and Mu Zhi Juan discuss that DanKe Apartment
is an asset-heavy enterprise with large initial investment, since its establishment, it has been in a state
of high debt and high investment.

Airbnb is a concrete manifestation of sharing economy. Its emergence represents that sharing
economy is truly beginning to benefit people. Erose Sthapita,*, Peter Bjorkb focuses on Airbnb
customers' negative reviews posted in English on Trustpilot's website. The search for posts was
employed with the keyword ‘trust’ to find online narratives from customers who had negative
experiences of trust with Airbnb. Of the 2733 online reviews screened, the study concentrated on 216
negative reviews. The data analysis followed the grounded theory approach, which resulted in two
themes that reflect the sources of distrust: Airbnb's poor customer service and the hosts' unpleasant
behavior. They also found that guests may be faced with the risk of un- reliable hosts or even personal
security. In most cases, the host rents rooms to strangers, and the quality of the accommodation
service is highly dependent upon the host's competence in hospitality.

This essay provides insight into how Ethereum could improve the sharing economy through the
perspective of trust, risk, and transaction friction. To ensure the trust of online transactions, Ethereum,
as a platform, uses FSPVM-E to verify security and reliability and Coq to prove the correctness,
through the research by Zheng Yang, Hang Lei, and Weizhong Qian [11]. According to Ardit Dika
and Mariusz Nowostawski’s [12] investigation, they use four different security tools to assess the
quality of contemporary security analysis tools specific to Ethereum for 21 clean and 24 vulnerable
contracts. Based on the survey results, they provide some opinions on the security of Ethereum, which
is that Ethereum should improve within the user interfaces, interpretation of results, and, most
importantly, an enhanced list for vulnerability checks. Bc. Michal Galan claims that trust in authority
is a part of centralized systems such as banking, e-commerce, web search engines, and social
platforms. Transactions, authentication mechanisms, blockchain, and distributed consensus. Security
implications of majority attack as well as generalized brute force attack. Francis Lagueu Fogang
mentions that Blockchain technology would be used to implement the decentralized architecture of
the application by building Smart Contracts to handle the transaction and management of the
application on the Blockchain network. JORGE JESUS SORIA RUIZ-OGARRIO examining various
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incentive structures behind mining in proof-of-work blockchain protocols. Pools are a core part of
the cryptocurrency market, and they hold most of the processing power (hash rate) in the top
blockchain protocols. This generates considerable concerns because it is an indication of high
centralization even though proof-of-work protocols were designed to work as decentralized peer-to-
peer networks. Rahul Reddy Annareddy explains the incentives that drive the adoption of blockchain
technology, two successful blockchain projects, CryptoKitties, are analyzed as case studies. These
case studies first examine how these projects leveraged blockchain technology from a technical
standpoint, followed by a discussion of the incentives that were built into the projects, which allowed
millions of users to participate in these networks and create value. Alexander Menne provides
insights into the characteristics of blockchain technology and the success factors of sharing economy
businesses. Based on that information, a general model for decentralized sharing economy
organizations (DSEQO) is given, discussing the design choices that are crucial to be made. Elie F.
Kfoury and David J. Khoury [13] present that blockchain is an emergent peer-to-peer
technology.vData immutability by relying on consensus algorithms and protocols among peers to
solve trust concerns. It ensures the authenticity of the retrieved public key. Don.D.H.Shin [14]
introduces a key heuristic used to assess trust in blockchain with trust in individual relationships. The
results establish users’ cognitive role in embedding privacy and security in blockchain. School of
Engineering and Applied Science, University of Pennsylvania, Philadelphia, USA proposes several
risks in the blockchain. Lennart Antea and Aman Saggu [15] state that dynamic causal interplay
between transaction fees and economic subsystems leveraging the network. Nevertheless, Ethereum
can address these risks by updating and evolving. Becker, Moritz, and Baldzs Bodo [16]. discuss
blockchain technology can be viewed as exemplifying a change from interpersonal trust mediated by
human-based intermediaries to technological intermediaries. The technological environment has
played an increasingly important role in setting the conditions of trust relationships. Robinson, Peter
[17] finds a web of Trust offers a way to bind identities with the corresponding public keys. Each
user could play the role of certificate signer and the privacy of users is protected. Yusoff [18] et al.
find that performance and efficiency are crucial to the blockchain. The right consensus algorithm will
significantly improve the efficiency of a blockchain application.

3.  Analysis

The conventional Sharing Economic mode mentioned above all rely on a platform to operate, which
is often an app. The company builds up the app and servers to store users' and providers’ information
and let them deal with each other. The platforms get profit through the process by charging from
providers or advertising. However, from the cases-analysis, we can see many shortcomings of those
existing sharing economy business modes. The middleman in these sharing economic activities may
create unnecessary risks and costs for the platform users, and it needs to pay a tremendous amount of
money and use many strategies to build up its trustable character in the public’s mind.

Creating a trustable nature, at least seems reliable, is always important for all platforms. As Kim
[5] et al. point out that trust is positively related to participation intention. The sharing economy
middleman needs to gain trust not only from financial institutions to get loans but also need to get
credit from individual participants or other businesses as well. Chuah [7] et al. study the factors
influencing the adoption of B2B sharing in China, which shows that lack of trust toward the platform
and service provider is the major humble of sharing in the B2B sector. Similar situations are also
revealed in P2P sharing. Middlemen usually use strategies like advertisements to tell others how
professional and reliable they are, but this process usually needs to cost a lot. The CEO of Didi plans
to spend 2 billion yuan on security. For example, the distrust among drivers, users, and platforms
make DiDi improve the supervision system of the platform, which mainly includes ensuring the
effectiveness of access terms, establishing a passenger access mechanism, exerting the social

335



Proceedings of the 2nd International Conference on Financial Technology and Business Analysis
DOI: 10.54254/2754-1169/97/20231644

attributes of the platform, reducing the information asymmetry between drivers and passengers,
establishing a reputation mechanism and a signal transmission mechanism, and improving the after-
sales service system. Since 2019, there have been 123 civil cases involving Didi drivers who have
not obtained the qualification to operate online car services, and 113 cases resulting in casualties.
Many cities in China have repeatedly told Didi in legal documents that it is illegal to conduct ride-
hailing business without obtaining a platform license and asked Didi immediately to stop ride-hailing
services in the region. Didi has been hit hard by legal challenges and user distrust, and it struggled to
regain good trust with customers.

In addition, centralized asset management and profit distribution can cost risks to consumers and
producers. For instance, the case of Danke long-term rental apartments illustrates how risky it is to
handle one’s effort in a centralized institution. Huang Hui and Mu Zhi Juan discuss that DanKe
Apartment is an asset-heavy enterprise with large initial investment, since its establishment, it has
been in a state of high debt and high investment. in the balance sheet structure of Danke Apartment,
of which the current liabilities in 2019 reached 7.923-billion-yuan, accounting for 91.85% of the total
liabilities, while the company's current assets were only 2.935 billion yuan, far from enough to meet
the ability to pay off current liabilities.

reporting period v Q12020 2019 FY 2019 Q9 2019 Q1 2018 FY

operating income 1.94 billion 7.129 billion 5 billion 1.194 billion 2.675 billion

Other income = = s

Total operating income 1.94 billion 7.129 billion 5 billion 1.194 billion 2.675 billion
Operating cost 1.956 billion 6.400 billion 4.45 billion 1.168 billion 2.172 billion
operating profit -16.128 million 729 million 550 million 26.157 million 503 million
Marketing, selling and administrative 806 million 2.704 billion 1.98 billion 536 million 1.048 billion
expenses

R & D costs 61.037 million 194 million 144 million 48.608 million 111 million
net interest expense 74.478 million 289 million 205 million 53.043 million 143 million
interest income 10.251 million 63.831 million 47.702 million 20.477 million 20.226 million
interest expense 84.729 million 352 million 253 million 73.52 million 163 million
Total Operating Expenses Special ltems 279 million 982 million 739 million 205 million 566 million
Total Operating Expenses 1.22 billion 4.168 billion 3.068 billion 842 million 1.868 billion
operating profit -1.237 billion -3.439 billion -2.518 billion -816 million -1.364 billion

Figure 2: The case of the income and expense of Danke.

Danke is a platform for long-term rental apartments. Danke initially cooperated with WeChat Bank
on a "rental loan" business. After the customer confirms that they will rent a house, they will take a
loan from WeChat Bank for a whole year's rent and repay at the corresponding monthly price. Such
a model benefits all three parties; as the market competes, many rental agencies such as “Wo A1 Wo
Jia” compete with Danke for listings. To grab better houses, Danke bought those good houses at a
price higher than the market price and then sold them on the platform at a price lower than the
purchase price, which resulted in the funds provided by Danke’s customers are not enough for Danke
to pay the landlord; In Figure 2, it can be seen from the operating income from 2018 to 2020 that
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Danke did generate relatively large income. However, it can be seen from the operating expenses that
they spent more money on their operations than profits. Combining these two points and the operating
profit from 2018 to 2020 in Figure 2 are all very exaggerated negative data, which shows that even
though Danke has a lot of trading orders, it has been losing money overall. Danke requires customers,
that is, tenants, to pay a year’s rent if they decide to rent a house. This fund will be used by Danke to
acquire new houses to attract more customers, forming a cycle. Danke used the above methods to
attract customers and achieve a huge amount of transaction data, which was very impressive at the
time; from the perspective of corporate financing and loans, many investors would speculate on the
company’s future development and prospects based on the company’s data. To choose whether to
invest or not, Danke’s large amount of transaction data provides these investors with a basis for
speculation, helping Danke’s financing. Under such an operation model, Danke loses money for every
order, but Danke can continue to circulate funds in the form of financing and customers paying one-
year rental fees each time. This is a similar pattern to one person taking out a loan to repay another
loan. When the capital chain is broken, such an operation model will make the company bankrupt,
which is the root cause of the collapse of the Danke company.

The failure of Danke shows the damage a middleman can cause. The problem encountered by
many Danke tenants is that they give half a year's rent Danke at one time, but the landlord has not
been able to collect the rent for a long time, which leads to the landlord wanting to drive out the
tenants, and the tenants refuse to leave. Both tenants and landlords are victims of these incidents. The
problem lies in the middleman platform Danke, which puts aside the rent that should be transferred
to maintain the flow of funds, which also reduces the social credit of Danke. Furthermore, a
middleman may make consumers and service providers pay extra money since as an information
provider, the platform needs to gain profits as well. This kind of broker’s fee can be in currency form,
or it can be compulsive advertisement watching or personal information leakage. Mei Yan and Wang
Si Yang [10] find that The Didi platform relies on the Internet platform for resource sharing, and
multi-party cooperation will increase transaction costs WeChat, third-party payment platforms, and
other platforms participate in the formation of a multilateral market platform. However, this
information sharing still is necessary to the consumers and producers since the platforms indeed bring
more deals to them. Therefore, a paradox occurred.

As 1s well known, P2P trading is a direct transaction mode between individuals, where buyers and
sellers engage in transactions directly without the involvement of traditional intermediaries. We
believe that the advantages of peer-to-peer (P2P) transactions play an important role in the sharing
economy. First of all, peer-to-peer (P2P) transactions eliminate traditional intermediaries, such as
retailers, hotels, and taxi companies. This reduction in intermediaries results in lower additional fees
and handling charges, making transactions more direct and efficient.

It can also reduce costs since, without the profit and operating costs of intermediaries, buyers and
sellers can negotiate prices more directly, thereby reducing the cost of products and services.
Moreover, peer-to-peer (P2P) transactions allow buyers and sellers to freely choose products, services,
and trading methods, thereby enhancing the flexibility and personalization of transactions. P2P
transactions encourage the sharing of resources among individuals, such as shared accommodation
(like Airbnb) and shared workspaces, in order to effectively utilize resources and minimize waste.

In addition, peer-to-peer transactions play a crucial role in promoting the growth of the sharing
economy. Based on the peer-to-peer (P2P) transaction model, the sharing economy has disrupted the
monopoly held by certain traditional industries. This has allowed a larger number of individuals to
participate in economic activities, thereby promoting market competition and stimulating innovation.
P2P also increases economic opportunities. Through peer-to-peer (P2P) transactions, the sharing
economy has created numerous economic opportunities, allowing individuals to generate income by
sharing their own resources, skills, or time. The sharing economy is beneficial for several reasons. It

337



Proceedings of the 2nd International Conference on Financial Technology and Business Analysis
DOI: 10.54254/2754-1169/97/20231644

promotes efficient resource utilization, reduces waste, and supports sustainable development and
environmental protection through peer-to-peer transactions. P2P transactions improve resource
utilization. In general, the advantages of peer-to-peer (P2P) transactions have enabled the sharing
economy to flourish, bringing greater convenience, economic opportunities, and social benefits to
society.

However, the centralized sharing economy platform will have many shortcomings and cause social
harm in peer-to-peer transactions. The Danke apartment is a perfect example. It failed to leverage the
sharing economy, which ultimately led to its bankruptcy. In recent years, Danke Apartments has
utilized the "rent loan" model and has rapidly expanded, serving a total of over 1 million users. At
the same time, losses are also continuously increasing. According to financial report data, Danke
Apartments incurred a cumulative loss of 6.313 billion yuan from 2017 to the first quarter of 2020.
As of the first quarter of 2020, the asset-liability ratio of Danke Apartments has increased to 97.06%.

In the capital market, the stock price of Danke Apartments has continued to decline since its listing.
The latest stock price of Danke Apartments is $2.37 per share, which is 82.44% lower than the
issuance price of $13.5 per share. According to the issuance price a year ago, the market value of
Danke Apartments can reach up to $2.74 billion. Today, the market value has decreased to only $233
million, which is less than 20% compared to the previous value. Centralized sharing economies
require platforms to invest significant amounts of money and time in establishing a trustworthy
reputation in the public eye. The business model of Danke Apartment is to rent a house and then
sublet it to tenants, utilizing the assets of others to maximize leverage. Danke Apartments will sign
long-term lease contracts with landlords and then subdivide these properties to sublet them to tenants,
thereby generating rental income. Through this business model, Danke Apartments do not need to
directly own the properties, but instead acquire the right to use them through leasing. They then
subdivide these properties into multiple units, which allows them to generate more rental income in
the short term. This approach can yield higher returns, but it also increases the company's debt risk,
particularly during housing market fluctuations or unstable rental returns.

However, due to the fluctuating real estate market and uncertain rental returns, maintaining high
rental income for Danke apartments can be challenging. This can result in CUSUM and capital chain
rupture, leading to operational difficulties and ultimately bankruptcy. Intermediary institutions may
have dishonest employees or managers who could exploit their positions for personal gain. This may
involve misappropriating funds, forging transaction records, or providing false performance reports.
In addition, when asset owners entrust their assets to intermediate institutions for management, they
may face the risk of information asymmetry. Asset owners may have a limited understanding of the
internal operations and decisions of intermediary institutions, making it difficult for them to
accurately assess the risks and performance of such institutions. Moreover, intermediary institutions
may be affected by market fluctuations and uncertainties while managing assets. For example,
investment institutions may experience losses in their investments due to market changes, while credit
institutions may face the risk of borrowers defaulting. The operation of intermediary institutions can
be influenced by various internal and external factors, including inadequate management, technical
malfunctions, natural disasters, and more. These factors can result in asset losses or service
disruptions. On certain platforms, there can be a disparity of information between buyers and sellers,
resulting in a lack of transparency during the transaction process. Buyers find it difficult to accurately
assess the reputation and product quality of sellers, while sellers also struggle to gauge the buyer's
payment capability and true intentions. Some platforms may impose restrictions on transactions, such
as limiting transaction amounts, restricting transaction locations, or charging high transaction fees,
which can lead to dissatisfaction among both parties. Moreover, in peer-to-peer (P2P) transactions,
buyers and sellers may have concerns about payment security, the leakage of personal information,
or transaction disputes, which can lead to a lack of trust in the platform. When transaction disputes
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arise, certain platforms may fail to address them promptly or impartially, resulting in dissatisfaction
and tension between the parties involved in the transaction. Finally, some platforms may lack
effective regulatory and compliance measures, leading to unstable trading environments that are
prone to problems.

4. Discussion

Though we addressed several problems in the existing sharing economy, sharing economy is
undoubtedly a beneficial business mode. In addition, these addressed problems could be solved.
According to Grondys [6], “Modern IT solutions induce cost reduction and revenue growth, resulting
in a real competitive advantage for the whole chain.”

To solve the “distrust” problem of sharing economy in Didi, Ethereum is a good solution to solve
this problem. First of all, blockchain is an emergent peer-to-peer technology. Blockchain technology
can be viewed as exemplifying a change from interpersonal trust mediated by human-based
intermediaries to technological intermediaries. The technological environment has played an
increasingly important role in setting the conditions of trust relationships. Data immutability by
relying on consensus algorithms and protocols among peers to solve trust concerns. It ensures the
authenticity of the retrieved public key. Through Ethereum, the Didi platform can mediate and help
passengers with any problems encountered on the trip without manual customer service, and
passengers can directly communicate with the driver through this blockchain technology and speak
out their feedback. It can completely avoid the distrust of passengers caused by the inability of online
customer service to do anything about passengers' problems, and it is very efficient for allowing the
driver to get feedback and address the passengers’ issues directly. Thus, passengers will be very
satisfied with the ride experience. Secondly, Ethereum offers a way to bind identities with the
corresponding public keys. Each user could play the role of certificate signer and the privacy of users
is protected. [19] In real-life applications, passengers are not afraid of their personal information will
be leaked on the Didi platform because each passenger's identity is bound by the Ethereum public
key, and private people cannot see the basic information of passengers. Thus, Didi does not have to
spend a lot of money on cameras and identity verification, because the platform can accurately know
the identity of the driver through the public key through the way of Ethereum. Even if the driver has
a serious traffic accident, the platform can quickly find the specific driver and solve the accident
through the policy. Moreover, Ethereum is a key heuristic used to assess trust in blockchain with trust
in individual relationships. The results establish users’ cognitive role in embedding privacy and
security in blockchain. The Didi platform can use Ethereum to divide the trust and satisfaction level
of different drivers by passengers' evaluation of previous drivers’ performance. Passengers can see
the trust rates of different drivers before booking a ride on the platform, and then they can book a
nearby driver who is more satisfied with the passengers. Therefore, passengers will not distrust the
drivers in the car and the platform because the platform allows them to choose a better driver by
themselves, and then the passengers’ trust will gradually increase. By illustrating the advantages of
Ethereum on the Didi platform above, I believe that Ethereum can solve the traditional sharing
economy’s problem: users feel distrust, and it can help the traditional sharing economy to better build
trust.

In the case of Danke, both the tenant and the landlord fell victim to the incident, highlighting the
issues arising from Danke's role as an artificial middleman in the rental process. The presence of such
a middleman introduces significant uncertainty. However, the decentralized nature of Ethereum offers
a potential solution to this problem. By leveraging the power of the Ethereum blockchain, users can
eliminate the need to place trust in a single intermediary or individual. With Ethereum's decentralized
architecture, users have the freedom to draft their own smart contracts during the transaction process.
These smart contracts are self-executing and automatically carry out their specified functions under
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predetermined conditions, removing the need to rely on the honesty and integrity of human
intermediaries. This not only empowers participants with greater control but also reduces the inherent
risks and costs associated with middlemen like Danke.Furthermore, Ethereum's decentralization
ensures that transactions and smart contract executions are immune to censorship by specific
governments or institutions. In regions with political volatility or for individuals seeking to maintain
privacy, this attribute becomes particularly crucial. Users can engage in transactions and execute
smart contracts without worrying about external interference or arbitrary limitations.In conclusion,
the Danke incident demonstrates the shortcomings of relying on a centralized middleman in rental
transactions. Ethereum's decentralized nature presents a compelling alternative, allowing users to
draft and execute smart contracts independently, thus enhancing control, security, and privacy. By
adopting Ethereum's decentralized platform, users can effectively mitigate risks, enhance
transparency, and ensure fairer and more secure transactions in a variety of scenarios beyond the
rental industry.

As mentioned earlier, the shortcomings of the centralized sharing economy platforms not only will
increase trading friction and harm the users’ benefits, but they also can cause social damage from
unnecessary financial frictions. The decentralized sharing economy business, such as the Ethereum
platform, has mechanisms to minimize transaction frictions and therefore encourage real P2P trades
among the Ethereum network users. As well known, the Ethereum network is not just a blockchain
network that can help people to store and protect data and allow the P2P transactions of cryptos, it
also is a platform where the users can create various apps as their tools. Ethereum network, different
from the first generation of blockchain like the bitcoin network, has stronger compatibility of coding
[20]. Ethereum uses a special coding language called Solidity, by which the coders can create smart
contracts on the Ethereum network. The smart contract is an auto-executing program that is powered
by the previously edited codes; it relies on the EVM, also known as Ethereum Virtual Machine, which
is composed of the thousands of computers that contribute to the Ethereum network, to execute the
orders of the programs as long as the preconditions are satisfied [21]. Therefore, the dealers do not
need a middleman to help them to make the deal, because both the money and the results can be done
on the chain. Besides, the transactions will also be recorded on the blockchain, specifically on the
newly generated block of the Ethereum network or some other blocks of some subchains. Thus, all
these transactions will be transparent, and no one can fake transactions and all the users can see the
real market price. The distribution of profit could also utilize the Sharply method, which ensures
every participant obtains what they deserve fairly. Gollapudi et al. (2019) examine Sharply Method
in sharing economy and finds that it is more efficient than the commonly used method. Sharply
Method ensures social welfare, participation, and fairness. The dealers, on the other hand, only need
to pay a very low fee to the miners, who help them to record the transactions in the blocks.
Transactions without high intermediary fees can benefit all the participants, and the absence of an
untrusted middleman also can lower the damages to the participants and the society from these direct
P2P trades, instead, the users only need to pay a low service providers’ fee, who help them to pack
up the data and prove the reliability and transparency of the transactions.

Furthermore, some users of the Ethereum network create the DApps by making the more
sophisticated Ethereum-based smart contracts work together. DApp is an abbreviation of the
Decentralized Apps, which are the decentralized apps on the Ethereum network that do not require
an intermediary agent to set the deals and manage people’s assets. DApps have no owners but service
providers, or all the users are the owners. Service providers will charge service fees from the users
who use their services, and the transparency of the market price and the unwanted fees of information
gathering or deals creations that the intermediary agents usually want to charge. An example of
decentralized Apps that are based on the Ethereum platform is Goldfinch, which is a decentralized
P2P loaning app [20]. Goldfinch aims to use people’s idle money to loan to the ones who need cash.
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The Goldfinch provides two capital pools, one for primary capitals and the other for secondary
capitals. On the one hand, Goldfinch has a complicated, blockchain-based profits distribution system
to ensure the loaners' and the borrowers’ benefits, on the other hand, this app also applies a
decentralized way of auditing. Goldfinch community has several registered independent auditors, and
for every loan, the platform will randomly select a certain number of auditors to audit the loan. After
a complex process of auditing, the randomly selected auditing group will pass or deny the transaction,
and the auditors will then gain some of Goldfinch’s cryptos as their rewards [22]. In addition, the
Goldfinch community will also do KYC for all the loaners and borrowers. The traditional financial
institutions that loan money to the public, such as banks, usually have three core services: money
storage, customers’ identity authentication, and auditing and risk management. The new,
decentralized financial institution Goldfinch breaks down these services, allowing different people to
provide, and only charge the users for the service fees rather than the service fees and the middle’s
shares. This is an instance of how the decentralized Ethereum platform may be able to change and
improve the sharing financial economy. Although now it is still for customers who have high-risk
tolerance, as more and more people accept this form of financial service, it will become more and
more reliable and reduce social friction, improve social efficiency, and benefit everyone.

5. Conclusion

The conventional Sharing Economic mode mentioned above all rely on a platform to operate, which
is often an app. The company builds up the app and servers to store users' and providers’ information
and let them deal with each other.The sharing economy middleman needs to gain trust not only from
financial institutions to get loans but also need to get credit from individual participants or other
businesses as well. Middlemen usually use strategies like advertisements to tell others how
professional and reliable they are, but this process usually needs to cost a lot.In addition, centralized
asset management and profit distribution can cost risks to consumers and producers. For instance, the
case of Danke long-term rental apartments illustrates how risky it is to handle one’s effort in a
centralized institution.Such a model benefits all three parties;as the market competes, many rental
agencies such as “I Love My Home” compete with Danke for listings. The problem lies in the
middleman platform Danke, which puts aside the rent that should be transferred to maintain the flow
of funds, which also reduces the social credit of Danke.Furthermore, a middleman may make
consumers and service providers pay extra money since as an information provider, the platform
needs to gain profits as well. As is well known, P2P trading is a direct transaction mode between
individuals, where buyers and sellers engage in transactions directly without the involvement of
traditional intermediaries. It can also reduce the cost since without the profit and operating costs of
intermediaries, buyers, and sellers can negotiate prices more directly, thereby reducing the cost of
products or services. Based on the P2P transaction mode, the Sharing economy has broken the
monopoly of some traditional industries, enabling more people to participate in economic activities,
promoting market competition, and promoting innovation. Through P2P transactions, the Sharing
economy has created more economic opportunities, enabling individuals to realize income by sharing
their resources, skills, or time. In recent years, Danke Apartments has utilized the "rent loan" model
and rapidly expanded, serving a total of "1 million+" users. Though we addressed several problems
in the existing sharing economy, sharing economy is undoubtedly a beneficial business mode. Even
if the driver has a serious traffic accident, the platform can quickly find the specific driver and solve
the accident through the policy. The Didi platform can use Ethereum to divide the trust and
satisfaction level of different drivers by passengers' evaluation of previous drivers’
performance.These smart contracts are self-executing and automatically carry out their specified
functions under predetermined conditions, removing the need to rely on the honesty and integrity of
human intermediaries. Ethereum's decentralized nature presents a compelling alternative, allowing
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users to draft and execute smart contracts independently, thus enhancing control, security, and privacy.
Ethereum uses a special coding language called Solidity, by which the coders can create smart
contracts on the Ethereum network. Thus, all these transactions will be transparent, and no one can
fake transactions and all the users can see the real market price.
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