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Trend: 
 
The insurance industry has been slow to respond to the sharing economy, which is expected to 
generate $335 billion in global revenue by 2025. 
A benefit the sharing economy is for businesses to offload costs and risks to drivers, delivery people, 
and homeowners who serve as supply side of platforms. Such (exchange) relationships undercut 
traditional arrangements or the intermediary, allowing for cheaper goods and services for consumers 
and extra income for providers (individuals). 
 
Different Sharing Economies: 
 

Industry Niche Companies 

Hospitality AirBnB, VRBO, Vacasa 

Ridesharing (TNC), Transportation Uber, Lyft, Turo, ZipCar, GetAround 

Resale Ebay, Craigslist, Amazon, StockX 

Clothing Rent the Runway, le tote, Gwinnie Bee 

Financial Sharing (Crowdfunding) GoFundMe, Kickstarter, Kiva, Wefunder 

 

Implications: 
 

• The sharing economy is here to stay and encompasses transportation, renting, lending, 
subscribing, reselling, swapping and donating. 

• It has generated hundreds of start-ups and a significant number of extremely high-value 
global brands. 

• People have always delivered goods and products for cash. What’s new is the ability to do it 
much more broadly through internet platforms. 

• PWC estimates the industry will grow from $15bn in 2013 to $335bn by 2025. 

• Smartphone apps allow people to conduct transactions anywhere with the convenience of 
their mobile phone. 

• Online payment services offer quick, safe, widely available means of compensation with low 
transactional costs.  

• According to Forbes, financial sharing (crowdfunding) is expected to be a $300 billion 
market. 

• In 2017, crowdfunding in the U.S. reached $17.2 billion, about half the global volume. 

• A 2014 study estimates over 10 million “sharers” in Canada. 45% of Canadians are willing to 
rent their possessions to others and 42% are willing to rent from others. 

• Sharing platforms benefit consumers by increasing the availability of service providers, 
lowering costs and providing altogether new services. 

• Some people consider the sharing economy as a more sustainable way of living in a world 
with finite resources. 

• Sharing platforms pose new public safety and consumer protection issues, and legislators 
and regulators are just beginning to confront these concerns. 
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• In many cases, the individuals who provide or use these services find out too late that they’re 
not covered by their insurance policies because they’re not built for commercial use. 

• The challenge for insurers operating in the sharing economy is underwriting and pricing for 
a completely different risk profile than a policy’s original intended use – standard auto to 
livery driver, homeowners to mini-hotel, etc., or developing new products for this emerging 
risk. 
 

COVID-19 Specific Implications  

• Sharing economy has seen many of its business considered non-essential nor compatible 
with social distancing and stay-at-home orders. 

• The CDC guidelines imposed created uncertainty as consumers are less inclined to use such 
services. 

• A recent survey showed 28% of consumers are less accommodating to the concept of 
“sharing”, dominated by companies like Uber and Airbnb. 

• Food delivery services like Uber Eats, Instacart, DoorDash have seen an increase in business 
as result of the pandemic. 

• Sharing economies do have an advantage over traditional companies as they offload costs 
and risks to the driver, delivery people and homeowners. 
o Drivers are now stuck with higher end vehicles they bought to transportUber & Lyft 

passengers. Airbnb hosts who bought properties to rent out on the platform still have 
mortgages and property-related bills to pay. 

• As new rules and guidelines used to ensure safety measures against COVID-19 are 
established, it is uncertain who will bear the increased costs. Potential impacts include: 
cleaning standards and/or downtime between rides (Lyft & Uber);  and rental cleaning 
standards (including HVAC) and associated downtime of properties between vacationers 
(Airbnb & Vacasca). If sharing platforms are unable to find a good balance, partners may go 
under, consumers will no longer use, and/or platforms will go under.  

• Shared Economy platforms will experience different outcomes from COVID-19 based on 
their industry niche and the wave of COVID -19 cases.  
o Consumers who do not own a car may be more likely to use a ridesharing app or 

carsharing service such as Toro or Zipcar and be less likely to use public transportation. 
o Consumers are more likely to use Airbnb, VRBO and Vacasca as the platforms already 

run on a non-human interaction for arrival, check-in and checkout versus the typical 
chain hotel.  

• Resale platforms, particularly Craigslist, may experience fewer transactions based on the 
physical contact needed to use the platform effectively. This includes meeting the seller, 
inspecting physical product before purchase, lack of transportation accessibility (due to 
shelter-in-place) and fear of safety when moving product.  

• With restrictions on group gathering size, and as companies move towards a remote 
workforce, the need for clothing rentals diminishes. 

•  
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Opportunities: 
 

• There are at least three types of insurance customers in the sharing economy: the online 
sharing platforms – Uber, Airbnb, start-ups, etc.; participants – those offering the use of 
their cars, homes, services, etc.; and consumers – the end users. 

• Traditional insurance products are not designed for the sharing economy. 

• The insurance industry has an opportunity to design products and services that meet the 
needs of this new online economy and provide a customer experience that goes beyond 
pricing. Insurance regulators and consumer advocacy groups are important partners, since 
they want to make sure that those who participate in the sharing economy understand the 
potential risk protections they may require. 

• Insurers are developing endorsements, additional policies or excess policies to cover sharing 
economy risks. Some of these shift the expense to the consumer. They can be crafted 
specifically for business, but generic ones exist that offer limited benefits. 

• Companies are introducing “pay for use” insurance purchasing platforms through 
applications that allow users to purchase specific insurance when a “sharing economy” type 
exposure exists, i.e. the period of an Airbnb rental or a ride sharing fare. 

• Reputational and cyber risks are significant issues for sharing platforms and products are 
available from the Lloyd’s, London, and international markets. 

• Property sharing risks are less regulated and may offer greater opportunities. 

• Opportunities exist to identify new risks, develop new products, and take advantage of the 
specialty expertise of insurance wholesalers. 

• For on-demand ridesharing services, the main issue is a possible gap in coverage between the 
driver’s personal automobile insurance policy and the ride sharing company’s policy. 
o Erie Insurance recently introduced auto insurance coverage to protect drivers who use 

ridesharing services in Illinois and Indiana. 
o USAA recently announced the launch of a pilot program in Colorado that provides 

coverage for ridesharing drivers from the moment they turn on their mobile apps until 
they are matched to a passenger. 

o Metromile allows rideshare drivers purchasing coverage in California to add a new 
endorsement to their personal auto policy that provides insurance during the pre-match 
period when the ride sharing application is open, but the driver is not matched with a 
passenger. 

o The two largest insurers in Canada have developed a commercial auto wording in 
Alberta for Uber-type risks. 

 
COVID-19 Specific Opportunities  
 

• Insurers saw an immediate need to react to customers who discontinued their shared 
economies activities looking for refunds of premium, to an extension of coverage for those 
consumers and businesses that had a need to immediately implement delivery services using 
personal vehicles. 

• Expect an increase in usage-based price-by-mile insurance products that allows business to 
pay for only coverages they need. 
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• Previously slow adoption due to privacy (IOT devices), question of cost savings (expensive 
for high-mileage drivers, criteria for “good drivers.” 
o Examples: All-State Drivewise, Progressive Snapshot. 

• Potential workers compensation opportunity for gig economy companies and employees as a 
result of potential reclassification of employment status to employee driven by COVID 
types of responses  

• As the standard markets have a difficult time attaining rate/price changes on sharing 
economy lines of business, this should provide more opportunity for the specialty market.  

• Opportunities will continue to be available to identify new risks. 

• As public transportation continues to be a concern to public health, car-sharing apps (i.e. 
Turo) are being utilized for daily commutes.  

• As state lockdowns begin to lift, yet people are not ready to get onto an airplane, home-
sharing apps have begun to see a rise in rentals for shorter-distance vacations and getaways. 

• A higher standard of care and sanitization practices may be enforced amongst the sharing 
community, reducing potential claims or community spread. 
 

Threats: 
 

• The E&S insurance industry has been slow to respond to a quickly growing market, while 
other insurers are already developing and marketing products. 

• Claims and lawsuits have arisen from high-profile incidents, including reports of pedestrian 
deaths, attacks on riders and home renters, destruction of property, invasion of privacy and 
bodily injury. 

• It’s difficult for sharing economy businesses to find agents, brokers and insurers that 
understand their risk transfer needs. 

• Many of the insurance programs that currently exist are cost prohibitive and do not offer 
comprehensive coverage. 

• Insurers are not necessarily able to control the exposures they face; they cannot survey each 
and every home or the quality of maintenance on every vehicle. 

• “Pay for use” apps diminish the value of spreading risk and contribute to adverse selection 
when purchased when the most adverse exposure exists, i.e. renting to a known bad tenant 
or purchasing ride share insurance when the driver is most fatigued or impaired.  

• Claims and court cases can potentially shift the entire model, putting price at risk. 

• If the courts determine that ridesharing participants who were classified as independent 
contractors in the past are in fact employees, the workers’ compensation carrier will be put 
in the position of having to pay compensation claims brought by employees for whom it was 
never able to collect premium. 

• Personal lines insurers may offer more options than commercial or specialty lines insurers. 

• The sharing economy is seen as a threat to traditional businesses, which are pushing back 
with regulators. For example, the taxicab industry has often objected to the entrance of Uber 
and Lyft as the newer industry was not subject to the same regulatory requirements. The 
taxicab industry was losing business to the newer ventures. 

• While there is limited legislation and regulation, the regulatory landscape is volatile. 
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• Regulatory challenges include adequately defining the business, equal access and employment 
laws, zoning regulations, consumer protection and health and safety standards. 

• Calls for regulation in the fastest growing segments of the sharing economy are rising as fast 
as their popularity. 

• There is limited data on terms, pricing, and claims. 

• Peer-to-Peer Insurance, which operates by pooling insurance premiums from people who 
know and trust one another, is an emerging risk. 
 

COVID-19 Specific Threats 
 

• This industry relies on certain comfort level. Connected by only an application platform, you 
may jump into a car driven by a stranger; rent a house or bedroom in someone’s home 
without having met; buy a product based on only photos and seller reviews and potentially 
meet them in person for the sale transfer, which of course conflicts with the primary 
mechanism to slow the spread of the virus. 

• The employee vs. independent contract classification has seen a couple of interesting 
responses that will require clarification in this space: 
o Shared economy companies like Instacart, Doordash, Uber and Lyft have all promised to 

give their gig workers up to two weeks of sick pay if they can show they have been 
diagnosed with or quarantined because of COVID-19. California is leading on this. 

o The federal government extended benefits to gig workers as part of the CARES act 
allowing them to collect unemployment. This has created additional litigation around the 
employee vs. independent contractor classification 

• Most state regulatory agencies did not differentiate between the admitted and non-admitted 
markets when making requests for information and mandates. This makes it difficult for 
specialty carriers to respond.  

• Asset-heavy sharing economy companies have been hit the hardest (eg., Lime, Bird, Scoot, 
Jump Bike, Zipcar), with venture capital funding dropping significantly in Q1   

• Enhanced standards for cleanliness may make it impossible for their contractors to make a 
profit, due to the time spent needed to get their vehicle/home ready for the next 
individual/rental. 
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