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The emergence of Platform Businesses (PBs) has generated conflicts
of interest between traditional and modern economic actors. In light of
public interest theories that emphasize the establishment of justice, the
necessity of government intervention through regulatory measures
becomes increasingly evident. The research purpose is to extract
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regulatory challenges and solutions of the PBs in the field of labor
relations. The community of participants includes all the stakeholders
of the PBs, 24 of which were selected by snowball sampling, and
semi-structured interviews with labor relations experts, academics in
legal, economic, and regulatory fields, managers, and workers of ride-
hailing platforms were conducted. Thematic Analysis method was
used to answer the questions. Results showed 8 main categories of
labor relations challenges, which are Ambiguity in the concept of PBs;
Market failure and the necessity of government intervention;
Ambiguity in how to regulate; Necessity of amending the labor law
and creating a special law of PBs; Reducing the bargaining power of
platform workers; Weakness of HR systems; Weak social protection of
platform workers' rights; Domination of the capitalist system. Also,
five solutions were extracted. The fifth scenario “participation of all
stakeholders in regulating the labor relations of PBs” was proposed to
the practitioners and policymakers.

Keywords: Platform Economy, Regulation, Labor Relations, Platform
Businesses.

1. Introduction

PBs, while increasing entrepreneurial opportunities, provoke
discontent and complaints from traditional economic actors. In dealing
with PB regulation, it is always useful to simultaneously approach it
from both the perspective of innovation and regulatory economics. If,
for example, the government intervenes too early, PBs are likely to be
suppressed, and on the other hand, if intervention is not done in time,
public welfare may be threatened (Basukie, Wang & Li, 2020). If the
government cannot easily support each side, the challenge will be
raised. Also, due to their rapid growth, Internet-based marketplace
platforms such as Uber, Airbnb, and TaskRabbit have attracted an
increasing level of regulatory attention, which is mostly focused on
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their relationships with workers. As symbols of the ever-increasing
diversity and fluidity of the labor market, these online platforms have
also highlighted labor laws that are hopelessly out of date by imposing
rigid divisions between employees and independent contractors.
Therefore, countries should use this opportunity to amend the main
labor laws (from the occupational safety/health law to the pension and
income security law) so that the previous laws are applied only to
reasonable labor relations. And countries create a limited exemption
for online platforms to test new ways to help their workers (Kennedy,
2016). Mainly, special conditions for organizing and managing
employment relationships in digital work platforms are due to the
destructive nature of the digitalization process of the
employee/employer relationship, which replaces the standard work
relations with a triangular relationship of "employee-platform-client™,
In this model, the boundaries of labor relations become vaguer and
uncertain, so that the link of subordination is lost, labor law is
replaced by commercial law, and employee/employer forms lose their
institutional capacity. The digitalization of companies and their
transformation into empty companies enables them to free themselves
from many legal/regulatory frameworks, whether in competition law,
labor law, or tax law. (Dieuaide & Azais, 2020). Such labor relations
challenges have also been highlighted with the spread of ride-hailing
platforms in Iran so recently we have witnessed the protests of
platform drivers to assert the rights of labor relations, especially the
insurance issue. (Soltanzadeh, Elyasi, Ghaderifar, Rezaei Soufi, &
Khoshsirat, 2020). Therefore, the focus of the current research is on
ride-hailing platforms in Iran, which are criticized for issues such as
distorted competition, uncertain working conditions, tax evasion, and
increasing social inequality. Therefore, an effort has been made to
clarify the requirements of labor relations in these new jobs, the
challenges, and solutions for the regulation of platform labor relations.
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Research Question(s)

1. What are the challenges of labor relations in the platform economy?
2. What are the solutions for regulating labor relations to respond to
these challenges?

2. Literature Review

2.1. Theoretical foundations of research

Platform economy: Platform economy is an economic system
consisting of intermediary companies, workers, and platform
requesters who jointly request, manage, and execute platform-based
work. The features of platform-based work are: sourcing and
executing tasks within a certain period; lack of business relationships;
and mediation by a platform company (Stewart & Stanford, 2017). In
short, platforms rely on information technology so that different
market parties can find each other and participate in mutually
beneficial transactions. This will dramatically reduce the transaction
costs of finding a match, negotiating the deal, and implementing it.
Jerry Davis (2016) argues that digital platform companies as the
dominant organizational model represent the latest stage in a long
historical evolution.

Regulation: Regulation in its general sense is any control over public
service providers that is applied to provide public benefit. In its
terminological definition, it is the regulation of the act or process of
control by regulations. Regulation has traditionally been considered a
governmental activity carried out by government agencies or other
bodies, which include companies, self-regulators, professionals,
commercial bodies, or voluntary organizations (Inversi, 2019).

Labor relations: According to the definition of the International Labor
Organization, labor relations are an issue that deals with both the
relations between the government and employers and employees (or
trade unions) and the relations between professional organizations
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(ILO, 1992). There is no identifiable employee/employer relationship
within an organization in the platform economy. Intermediary
platform companies do not hire platform workers per se, this fact has
created legal challenges for the employment status of workers around
the world. Therefore, the emergence of the platform economy
challenges the current labor regulations that are dependent on the
employer-employee binary relations of the industrial era and has
raised warnings about the problems of labor relations, including the
regulation of working conditions and health/safety risks in PBs.

2.1. Empirical foundations of research

In this article, after reviewing the literature related to the challenging
concept of regulating labor relations in the platform economy, it was
observed that various articles are sparsely and sometimes specifically
focused only on one aspect of labor relations in this type of business,
and the need to provide solutions for this type of regulation was
strongly felt. For example, Inversi's research (2019) has made
suggestions only in the field of working time regulation, which is one
of the examples of labor relations. The results of this research showed
how the controversial field of working time regulation is scattered
among agencies, their resources, and processes. Also, Soltanzadeh et
al. (2023), have investigated the regulatory issues of Iranian ride-
hailing platforms in their life cycle stages, and their results indicated
that in the life cycle of PBs, the change from a one-way market to a
two-way market, moving from ownership to access, and Intervention
timing significantly supports the development of cognitive tools,
regulatory frameworks, and regulatory tools. In this research, in the
field of regulating labor relations, only the timing of government
intervention is mentioned. Zamaniyan (1400), focusing on another
aspect of labor relations, discussed the social security coverage of
digital platform workers and the results showed that to adapt social
security to the digital economy, social security systems should include
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some priority areas such as legal status and Harmonization of
employment laws, guaranteeing stable financial resources of social
security systems, information protection, development of human
capital, mobility and transferability should be identified and acted
upon. Dieuaide & Azais (2020) pointed out the gray areas of digital
governance and considered the regulation of labor relations in the
platform economy to require intermediate laws (existing and new
laws), which this research is equivalent to one of the scenarios of the
current research (the third scenario). The similarity of the above
research is to deal with one of the aspects of regulating labor relations.
Therefore, the contribution of the current research is a necessary
perspective on the category of regulating labor relations in the form of
five scenarios related to the challenge of regulating labor relations in
ride-hailing PBs, so that the advantages and disadvantages
(challenges) of each scenario have been mentioned and finally, The
most likely scenario, which includes the participation of all
stakeholders in the regulation of labor relations of PBs and based on
the latest theory of regulatory governance, should be proposed to
policymakers and practitioners.

3. Methodology

The current research is exploratory and based on the interpretative
paradigm. In a cross-sectional time, with an applied orientation, it
seeks the application of the knowledge of regulating labor relations in
the platform economy as a special field. Also with an inductive
approach and the qualitative analysis method (thematic analysis),
through the collection of experimental data from various stakeholders,
authors try to identify the challenges of regulating labor relations in
PBs and derive effective solutions to solve them. The identification of
stakeholders in the platform economy was done through a literature
review and interviews with experts using the snowball sampling
method. The statistical population includes all stakeholders related to
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the platform economy and had at least one of the following three
criteria: 1- Educational background in the field of labor law or digital
economy or public management (esp. HRM), 2- Having a history of
working in ministries or related associations (Ministry of Labor,
Ministry of Privacy, Ministry of Information and Communications,
Labor Unions, etc.), 3- Having executive experience in organizations
in charge of the platform economy (such as Snapp). Based on the
snowball method, until reaching the theoretical saturation point, 24
stakeholders were selected as participants.

4. Results

The concepts extracted from the interviews formed seven main
categories in the field of labor relations challenges, including 1.
Ambiguity in the concept of PBs /need for research and development
2. Market failure and the necessity of government intervention 3.
Ambiguity in How to regulate and weak regulation, 4. The necessity
of reforming the labor law and creating a special law for PBs, 5. The
weakness of human resource systems, 6. Weak social support for the
rights of platform workers, 7. The dominance of the capitalist system.
Also, the concepts extracted from the interviews formed five
categories of solutions for regulating labor relations, including the first
scenario: placing PBs under the inclusion of labor law in the
employee-employer relationship; The second scenario: maintaining
the existing status of PBs outside of the public service law under the
relationship between the independent contractor-platform owner; The
third scenario: creating a special work law for the third/intermediate
category of platform workers; The fourth scenario: the supporting role
of the government discount/special exemption for internet platforms;
The fifth scenario: participation of all stakeholders in regulating the
platform economy.
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5. Discussion

based on the opinion of experts, the proposed solutions for regulating
labor relations in platform jobs were extracted in the form of five
different scenarios, which are described below. The first scenario is
about locating the PBs under the inclusion of public law. Defining the
worker-employer relationship instead of the independent contractor-
platform owner relationship is the first criticism of the first scenario.
Because the three conditions of public law (meaning: 1. legal
compliance/mandatory relationship 2. economic compliance/wage
relationship 3. doing work personally) are not met in PBs. The second
criticism is the increasing costs of platform owners. (in the new role of
employer) and their “regulatory escape”. The third criticism is the
compensation of the legal expenses of the platform owners (in the role
of the new employer) from the income of the independent contractors
(in the role of the new worker), and this means imposing the
employer's expenses on the platform workers. The second scenario is
to maintain the status quo. The first criticism of this scenario is about
the costs of independent contractors and the weak social protection of
workers. In this scenario, the platform owners do not take any
responsibility, so the costs imposed on the independent contractors are
very high. The second criticism is the dominance of the capitalist
system, hidden exploitation, and very high corruption behind the
scenes of the PBs. Also, the challenge of monitoring the lack of job
security and unfair dismissal of these workers by platforms is very
prominent. The other criticism is the weakness of human resource
systems. Platform companies circumvent human resource systems and
avoid their implementation. The next criticism is weak regulation/lack
of regulation for PBs. In this field, experts have raised the issue of
self-regulation of PBs. Another controversial criticism of the current
situation of PBs is the platforms' extensive control over workers,
algorithmic ambiguity, and privacy. The third scenario is to introduce
the third category along with independent contractors-employees and
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creating a specific labor law for PBs. It means replacing the country's
existing two-category system (full-time employee & independent
contractor) with a new three-category system for everyone, and the
lines between each category may still be unclear (Kennedy, 2016).
Such an extension of the old version is contrary to the legal procedure
of dealing with new phenomena within the existing codes. In addition,
the new category of platform workers can lead to an increase in labor
market segmentation and social inequality. Also, other commentators
are against the third category strategy, because it causes more diversity
and complicates the regulatory framework governing the work. This
approach certainly seems to open up more opportunities for evasion of
regulation (for example, by providing another opportunity for
employers to misclassify workers in new categories of non-standard
work, to escape job responsibilities). The fourth scenario is about the
supporting role of the government/creating a special exemption for
internet platforms. The criticism of the fourth scenario is from the
point of view of the ambiguity of the concept of employer in PBs and
the lack of government support. The government argues that it will
only support jobs without employers and as long as these drivers work
under a platform company and the large profits of this type of business
accrue to these companies, they cannot be considered completely
without an employer, and the government will not take any unilateral
support measures for these independent contractors. The other
criticism is from the government's debt. Even if it is accepted that
independent contractors are not employers. If the government wants to
consider an insurance exemption for platform drivers as well as other
drivers covered by the transportation law, it will impose a great
financial burden on the government considering that the government's
debt to the social security organization is currently very high.
Certainly, the government does not burden itself with this
responsibility. The fifth scenario is the participation of all
stakeholders in regulating the economy of the platform. The criticism
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of the fifth scenario is that there is still no suitable context for its
implementation. Two important contexts that can be used as a
background and antecedent in exploiting the benefits of the fifth
scenario, in the first place, the formation of the stakeholder
participation model for governance regulation and then defining the
roles of these stakeholders in such a way that regulatory capture does
not happen and conflicts of interest do not arise. Also, identifying the
workers whose platform work is their only job and as their permanent
job is a difficult responsibility that requires proper background,
because it is suggested that among the three categories of employees
(government/private employees; freelancers with business licenses;
platform-only employees), the fifth scenario should be applied only to
this third category.

6. Conclusion

The fifth scenario is the only scenario that considers the necessity of
participation, accountability, and commitment of all stakeholders as a
suitable solution for regulating labor relations for PBs. In this
scenario, the role of the government is to create a context for the role
of different stakeholders, for example, the government should play an
active role in the formation of organizations, and stakeholder
participation models, and determining the roles/duties of stakeholders.
Although this scenario requires the empowerment of stakeholders and
their acceptance of responsibility, it will bring sustainable results to
improve and regulate working relationships in the field of PBs.
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