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GOVERNANCE AND REGULATION OF RIDE-SOURCING SERVICES IN
EMERGING MARKETS: CHALLENGES, EXPERIENCES AND IMPLICATIONS

Daniel Oviedo1, Mariajosé Nieto2

Abstract

The development, expansion and operation of urban mobility start-ups in the sharing
economy suggest that, in one form or another, emerging innovations for urban mobility such
as ride-sourcing are here to stay. The process in emerging markets has outpaced the ability
of decision- and law-makers to produce guidelines and regulations for the operation and
control of ride-sourcing. In Latin America, apart from Mexico and Brazil, ride-sourcing has
yet to be regulated on a national scale. Currently, the window of opportunity to regulate ride-
sourcing services shaping their evolution instead of just responding to it is rapidly closing as
new large-scale competitors such as DiDi enter emerging markets and new forms of app-
based ride hailing services emerge from local and international players alike.

This paper seeks to shed some light into the different considerations for regulation and
governance of ride-sourcing platforms in emerging markets, highlighting the main regulatory
challenges they bring about. Building on an extensive review of the literature and secondary
sources, we develop a framework the identified and potential effects of ride-sourcing on users
(providers and consumers), incumbents and society. Based on the structure of the welfare
impacts we identify the major challenges that regulators face in understanding, monitoring,
evaluating and regulating this type of transportation innovations. In a context of exponential
growth in research and innovation in urban mobility in general and ride-sourcing in
particular, a rigorous review of literature and a critical framework for understanding
governance and regulation in of such services in rapidly changing contexts is a timely
contribution. The paper finalises by proposing general governance and regulation guidelines
applicable in Latin America and relevant to explore in other rapidly growing urban contexts
in the global south. With this, we seek to contribute to a southern debate about the role of
disruptions in more sustainable and inclusive transport system for cities in transition.
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1. Introduction

Between 2010 and 2019, the e-hailing industry -understood as digitally enabled transport
services that connect spare capacity or idle goods with demand for transportation- has seen a
total disclosed investment of USD$56.2 billion, with an increase of average annual
investment from USD$0.2 billion to USD$11.4 billion by February 2019 (Holland-Letz et
al., 2019). Some forecasts suggest an expected growth of 25% by 2025 (considering business
areas such as bike-sharing, ride-sharing, car-sharing and ride-sourcing), with most
investment concentrating in companies originating in the United States, China and Europe”
(Wolff, Possnig & Petersen, 2019). According to a 2017 report by Goldman Sachs, the ride
hailing industry was going to grow eightfold to USD$285 billion by 2030. Moreover, within
the mobility start-up sector in 2019, large investments in e-hailing are closely related with
other technological innovations such as electric and autonomous vehicles, with many
investors betting on both markets as ways of pushing the boundaries of e-hailing in the near
future (Holland-Letz et al., 2019). Such large investments and growing interest from
stakeholders at all levels — investors, operators, users, incumbents and decision makers —
make ride-sourcing a topical concern that is re-defining urban mobility and what it may mean
in the future.

In Latin America, a fertile ecosystem for start-up investments and entrepreneurship has given
rise to homegrown companies seeking to fill gaps in the urban mobility market through data-
driven innovations and adapted versions of services in various sectors for the local conditions
(Remes and Kharas, 2019). Ride-sourcing companies and other players in the industry have
quickly expanded their operations to cities across the globe, including large investments in
cities in Latin America and the Caribbean, India, South-east Asia and, increasingly, Africa
(ibid). These large levels of investment and growing interest from stakeholders at all levels
make e-hailing and other forms of innovation a topical concern that is re-defining urban
mobility and what it may mean in the future. Moreover, the development, expansion and
operation of urban mobility start-ups in the sharing economy suggest that, in one form or
another, emerging innovations for urban mobility such as ride-sourcing are here to stay.

Since its foundation in 2010 as UberCab and the beginning of its operations in San Francisco
its home town, Uber has become the most renowned ride-sourcing service globally being
available now in around 633 cities across the world. By the first half 2018 the app registered
10 Bn trips and in July 2019, the Uber platform reached over 100m monthly active platform
consumers for the first time. Such rapid expansion has not always been without resistance in
some specific contexts, which has led to its complete or partial ban in nine European
countries and the Northern territory of Australia (Shead, 2019). In this landscape Latin
America is the fasted growing and most profitable region with the highest number of
simultaneous trips, more than 25 million monthly active riders across 15 countries (Moed,
2018). In 2017 Uber was working in 26 cities in 11 countries in the region: Argentina, Brazil,
Bolivia, Chile, Colombia, Costa Rica, México, Panama, Pert, Dominican Republic, and
Uruguay. Brazil is Uber’s second largest market in the world with 500,000 drivers and
according to the company, more than 17 million users (Darlington and Londofio, 2017) while
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just in Central America there were an estimated 1.3 million users in 2018 first semester. The
top-three cities in demand are Rio de Janeiro, Mexico and Sao Paulo. Furthermore, Uber has
developed tailored products for specific market needs in the region: Uber Lite is a less data
demanding version of the Uber app — downloads use under 5 MB and can operate with less
than 20MB of data — for areas were internet connection is more costly or slower. The
company also launched UberMoto in Dominican Republic and Uber Angel based on the high
percentage of drunk driving related accidents in Colombia. The company has two regional
offices: i) Andean, Central America and the Caribbean based in Costa Rica and ii) South
Cone located in Buenos Aires. Additionally, the firms has excellence centers in San José and
Sao Paulo and one about planned for Bogota with 40 million dollars of investment in the next
five years and projected to create 600 new jobs by the end of 2023. Uber has recently made
the headlines of regional news by also leaving for the first time a country in Latin America,
after a lengthy legal process with the Colombian courts declared the company’s services were
not legal and ordered the cease of operations by 31st January 2020.

Apart from Uber’s major competitor’s Lyft (launched in 2012), a myriad other ride-sourcing
apps have emerged - Gett founded in Israel in 2010 is available in 120 cities and three
countries, Bolt (Taxify) launched in 2013 in Estonia and now has more than 25 million
costumers operating in 50 cities in 30 countries and Kabee, Wheely, Ola, Mytaxi, among
others (Shead, 2019) — leading to a rapidly expanding market in cities across the globe. In
Latin America, Beat, Cabify and Didi are the main ride-sourcing services alternative from
Uber after the merger of Cabify and Easy (See Figure 1). A Didi associated industrial tech
media and investment research company reports that as of May 2019 the ride-sourcing and
food delivery services in the region covered 200 million users and its expanding quickly.
Starting in Mexico and Brazil — where it acquired local player 99 for $1 billion — in
February 2019 the company was recruiting managers in Chile, Peru and Colombia, according
to job postings and a company official (Laing and Jourdan, 2019).



Figure 1 Ride-sourcing companies self-reported presence in Latin American cities in 2019
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The introduction of ride-sourcing providers into emerging markets has outpaced the ability
of decision- and lawmakers to produce guidelines and regulations for the operation and
control of ride-sourcing and other similar services. Such a challenge is not foreign to cities
in Latin America and the Caribbean (LAC), where apart from Mexico and Brazil, ride-hailing
has yet to be regulated on a national scale. However, the window of opportunity to regulate
ride-sourcing services to shape their evolution instead of just responding to it becomes more
precising as Uber and its competitors expend rapidly in the region and banning operations
from one company seams to only spark the expansion of another.

2. Methodology

The process to further understand ride-sourcing services from a governance and regulatory
perspective in order to define preliminary guidelines to policy making is based first on a
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systematic review of the existing literature about the sharing economy in general and ride-
sourcing services in particular. Second, a series of short case studies was developed to
exemplify and ground in the Latin-American and the Caribbean context the findings in the
relevant literature about the main ride-sourcing regulatory challenges. Finally, following the
analytical framework structured from the literature review, we developed a brief review of
the current state of ride-sourcing governance in LAC, we propose a set of preliminary policy
and practice guidelines.

As the sharing economy is still and emerging phenomenon -and within it, so are ride-sourcing
servicess (Avital et al., 2014), research about its dynamics, effects and even further, its
governance and regulation is still limited if also rapidly growing. Accordingly, the literature
review for this document started by finding the seminal works about the sharing economy to
structure a clear and encompassing definition of the concept to frame ride-sourcing services.
Seminal works were selected based on both Scopus metrics and Google scholar citation track
of result of key words “sharing economy”, “peer to peer economy”, “platform economy” and
“access economy” and a backward snowball process. Following the framing using Google
scholar a systematic search was done using the previously mentioned keywords and
“regulation”, “governance” and “governance” with Boolean operator AND. An additionally
exploration was conducted by mixing keywords related to regulatory issues and terms used
in the literature to refer to digitally-enabled transport services that connect spare capacity or
idle goods with demand: “ride-sourcing” and “ride hailing”. The review of the results from
these two process was limited to those papers that had the highest citation numbers or were
published in the last two years. During the review process, some forms of forward and
backward snowballing broadened the set of papers reviewed. Building on the review an
analytical framework was structured to divide the issue into regulatory requirements and the
main challenges these entail. Finally, another round of search was done to complete those

areas of the analytical framework that had limited content.

A set of preliminary policy guidelines was developed based on the analytical framework
complemented by a brief review of the current state of ride-sourcing governance in LAC’s
countries where there is ride-sourcing presence. These preliminary guidelines were circulated
to be peer reviewed by experts in the field to incorporate their comments into the final policy
brief. The experts were selected from the pool of authors recurrently found during the
literature review as well as researches that have focus on LAC countries.

3. Ride-sourcing governance: within a smart mobility transition and the sharing
economy

This document investigates ride-sourcing governance issues in the context of the broader
challenges of the sharing economy and of the transition to a model of mobility as a service.

3 Uber, the first ride-sourcing transportation network company was founded less than a decade ago, in 2009.



Although there have been discussions about ride-sourcing services like Uber not being part
of the sharing economy (Frenken and Schor, 2017), more narrow definitions restrain the
complexity of the analysis and could exclude useful insights for the regulatory and
governance issues of this type services (Acquier, Daudigeos, & Pinkse, 2017). However, we
acknowledge the differences between ride sharing and ride-sourcing. While the ride-sourcing
ride is mainly motivated by profit, in ride-sharing there is an independent transport
requirement that also includes an offer for some else to use the spare capacity (Aarhaug &
Olsen, 2018; Rayle, Dai, Chan, Cervero, & Shaheen, 2016).

The sharing economy remains a rapidly evolving, elusive concept (Miller, 2015) that has
come to encompass other neighboring concepts such as platform capitalism, on-demand
(Cockayne, 2016) or gig economy (Friedman, 2014; Sundararajan, 2013), peer-to-peer
economy (Bauwens, 2005), connected consumption (Schor, 2014) collaborative
consumption (Botsman & Rogers, 2010), and access economy or access-based consumption
(Bardhi & Eckhardt, 2012; Belk, 2014). Similarly, when talking about the sharing economy
it is possible to find a broad spectrum of economic organizations, from for-profit to non-
profit initiatives (Acquier, Carbone & Massé, 2016; Schor, 2014; Sundararajan, 2013).

Outside the research landscape the sharing economy concept is used in national regulatory
agencies such as the US Federal Trade Commission, multilateral organizations like the
OECD, in official documents of the European Commission, the European Economic and
Social Committee, and the European Parliament (Codagnone and Martens, 2016) as well as
by a major brand council of corporations that are trying to understand ways how to participate
in this new economic dynamic (Catalyst Companies 2017). Bringing together the most
common references, the sharing economy can be defined as the use of digital platforms that
allow interaction between the owner of an under-utilized asset or service and a temporary
user without the transference of ownership (Benkler, 2004; Cockayne, 2016; Eckhardt and
Bardhi, 2016; Frenken & Schor, 2017; Botsman & Rogers, 2010; Rauch and Schleicher,
2015; Vaughan & Hawksworth, 2014).

In the transportation sector, new business models have started to shift consumer preferences
towards mobility as a service instead of vehicles as products (Schulze, MacDuffie and Téaube,
2015; Watanabe et al., 2017). Such an interpretation of mobility emphasizes on exchanges
of capital, assets and services between individuals in a system that enables sharing of
otherwise underutilized resources while decreasing transaction costs (Avital et al., 2014). As
part of the model of mobility as a service, ride-sourcing or ride-hailing describe app-based,
on-demand ride services that are provided commercially by matching supply and demand
dynamically using smartphone apps to request and accept trips with private vehicles. These
services are in between individual transit and mass transit, without fitting well in either
category, and as such, face general challenges associated with the governance of the sharing
economy (Dowling, 2018).

The introduction of information and communication technologies in mobility services has
rapidly changed the rules of how transport systems work, transforming established processes
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and societal practices. This included the position of the state within the transport system.
Accordingly, ride-sourcing platforms are part of what can be understood as a smart mobility
transition a component of a much broader transition that is affecting large aspects of society
fundamentally transforming how we access goods and services and how we travel (Marsden
and Reardon, 2018). While there is still high uncertainty about the new configurations it
would bring, how it will happen and where, the structural change it brings about is inevitable
and how it will unfold is contingent on its governance (Marsden & Reardon, 2018). The
transition indeed could bring a society beyond congestion, automobility and its
environmental consequences, but steering the new networks of actors towards this societal
goals is fundamental to achieve them (Bakker, Maat & van Wee, 2014; Marsden & Reardon,
2018; Fagnant & Kockelman, 2015). Therefore, governance analysis of the transition “is of
parallel importance to research into the technological questions which exist about how to
make it possible to happen.” (Marsden & Reardon, 2018 p.165).

As a social process of coordination and collective solution of issues by implementing binding
rules (Treib, Bahr, & Falkner, 2007;(Borzel and Risse, 2010; Knill, Schulze and Tosun, 2011)
governance goes beyond the power of the state to include a diverse array of networks, in
space and functions that can be formed by public, voluntary, and private agents with which
the state interacts. The boundaries between these different kinds of organizations can be
opaque and the sustained interaction of members of networks is necessary due to
interdependence for resources. Such interactions include reaching shared goals through
negotiations that are rooted in trust and regulated by guiding rules that result from common
purposes. These dynamics have a significant degree of autonomy from the state, whose role
is limited to steer these interactions (Rhodes, 2011) and enable and/or stimulate others to
action to ensure that the desired goal is acquired (Giddens 1991). Within this process of
coordination there are diverse modes of governing that encompass sets of rules that steer
interaction based on general principles about how actors are best motivated (Evans, 2011).
Such set of rules can be understood as regulation, a way to deal with market failures or
achieve important genuine policy objectives (Edelman and Geradin, 2018).

Governance and regulation of ride-sourcing is particularly important in the context of
combined disruptions from the sharing economy and from the initial stages of transition to a
smart mobility system. First, because transport markets tend to produce bespoke and
disintegrated systems while small-scale changes are frequent in transport policy, making it a
regulatory field that is more easily adaptable (Dowling 2018). Second, a positive result of the
transition to a smart mobility system and a peer-to-peer economy requires a high level of
collaboration and cooperation of multiple successful innovations and actors (Marsden and
Reardon, 2018).

Identifying and understanding the choices that technological change brings in terms of multi-
generational welfare, distributional matters, public value and environmental sustainability is
fundamental to steer such changes towards agreed societal goals. Such understanding also
fundamental so that minor incremental decisions does not lock processes of change into
undesired trajectories for years to come (Docherty, 2018). On the one hand, the current
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dominant automobility system is already shaping priorities and ways to govern new mobility
services (Dowling, 2018). On the other hand, private agents whose fundamental goal is to
maximize profit by increasing consumption of their service (mobility), are those that provide
most mobility services transforming behaviors and practices. As Docherty (2018) highlights,
smart mobility innovations are usually associated with a brighter and better future. However,
the private, profitability-based nature of most new mobility providers requires considering
carefully other potential pathways with widespread negative environmental externalities and
distributional concerns (Docherty 2018). Even more when in lack of regulation such
organizations have yet no incentives not to reduce costs by externalizing them (Docherty
2018; Acquier, Daudigeos, & Pinkse, 2017)). It is then fundamental to better comprehend
the dynamics of the decentralized choices of the actors of these new networks for the state,
stakeholders and society to be part of structuring how the transformation is going to evolve.

The current early stage of these services is an opportunity for the state to adopt its steering
role in a proactive manner, seeking not to lose institutional capacity to engage later on the
transition and avoiding a responsive role to events instead of shaping development (Marsden
& Reardon, 2018). Einav et al. (2015) argue that the rapid scalability of platforms in the
sharing economy requires early regulatory intervention given than once they become big
regulating them becomes problematic. However, regulating and governing new forms of
mobility services entails challenges such as the defiance of the business-as-usual mobility
landscape, and the complexity and uncertainty of its development and interaction with other
multiple new actors.

The sharing economy services in general and ride-sharing in particular, works by challenging
incumbent providers in order to give consumers something new and ‘better’, which is why
smart mobility innovations are often referred to as ‘disruptive’ (Miller, 2015; Marsden and
Reardon, 2018). These new business models and mobility services question institutional
arrangements for transport supply (Cohen & Kietzmann, 2014) particularly those of
incumbents and the state (Badger 2014) but also those of users’ and providers (Koopman et
al., 2015; Shaheen, 2014; (Zha, Yin and Yang, 2016). Reduced transaction costs using digital
platforms and new institutional arrangements based on rating systems and algorithmic
pricing are reshaping the interactions of users, providers and what the state needs to oversee
and regulate to achieve societal goals and the highest possible welfare effect. According to
Davis (2018), smart mobility innovations, such as ride-sourcing platforms will produce a
collective action problem. As such its positive outcome depends largely on the steering role
of the state to coordinate and oversight the network of competing private firms and users of
smart technology guided by their singular priorities.

Systems and networks of transport governance that are already weak are being further
disrupted by several new and powerful players, such as the global computing giants and agile
service providers whose business models depend on creative destruction of existing
regulatory frameworks (Marsden & Reardon, 2018). Uber’s outmaneuvering of governments
and regulators is a good example of the challenges that regulating ride-sourcing services
entail if the full range of impacts is considered and the benefits of the disruption are to be
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cropped (Dudley, Banister and Schwanen, 2017; Edelman and Geradin, 2018). Issues that
emerge with the disrupting operation of unregulated ride-sourcing platforms go from market
failures to broader societal concerns such as environmental sustainability, congestion and the
rule of law (Aarhaug & Olsen, 2018; Edelman & Geradin, 2018).

In sum, appropriate regulation of ride-sourcing is fundamental. First, considering the size and
rapid expansion of these services. Second, because of the economic efficiencies’ losses -such
as higher consumer surplus, improved allocation of resources and reduced transaction costs—
that banning ride-sourcing would entail. Third, because regulation allows ride-sourcing
services to operate legally and provide economic efficiency benefits while competing fairly
with existing providers (Edelman & Geradin, 2018; Witt, Suzor, & Wikstrom, 2015).
Furthermore, the importance of regulation beyond prohibition becomes even more apparent
when incumbents are industries with high regulatory overheads and barriers to enter that are
competing on an uneven plain while users (both consumers and providers) may not be well
protected and can also embrace efficiencies related to the operation of business through

software platforms (Witt et al., 2015).

Figure 2 Ride-sourcing effects on stakeholders and society and its regulatory challenges
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Three features of Ride-sourcing services pose challenges to regulators: i) their novelty and
disruptive nature, ii) the aspiration to preserve their advantages while avoiding their negative
effects and iii) their level of uncertainty and complexity. Ride-sourcing represents a new way
of unscheduled, pre-booked hailing services mainly differentiated from traditional services
because of the use of communication technologies. This fundamental difference allows to
connect independent drivers with passengers including geolocation information, dynamic
pricing and user based quality ratings. In turn as explained in the user consumers and
economic efficiency sections increased access to information reduces transaction costs and at
the very least improves resource allocation. Low cost communication also creates a much
more decentralized market which is hard to control and surveil without access to information
whilst it is full of user’s and operators’ incentives to not be intervened by centrally generated
regulation. Although the transportation service in itself is quite similar to traditional taxis and
pre-booked services these new characteristics are incompatible with previous regulatory
frameworks, entail higher levels of complexity and uncertainty and empirical evidence is still
inconclusive.

The decentralized nature of ridesourcing services and how fast technology and business
practices can change are at the center of these challenges. As illustration, enforcing licenses
or codes for traditional taxi services in most cities does not require too much effort given that
the vehicles are easy to identify. Similarly, the decentralized nature of user-providers and
user-riders that are connected through platforms that generally are internationally based,
makes the process to monitor and enforce regulations more intricate, particularly regarding
access to information. The private nature of the vehicles that are used to provide the services
further complicates the design of efficient regulations. Lack of information, the novelty of
digital services and its intrinsic flexibility entails that government regulators are working
under unknown and not definite conditions.
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Figure 3 Regulatory challenges of ride-sourcing
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The following sections present these three challenges based on the current scholarship in
order to first identify its key characteristics and potential means for regulators to deal with
them. There is need to clarify how can ride-sourcing be regulated to avoid its negative effects
without limiting the potential for innovation and the associated efficiencies of these new
transport services. Second, the uncertainty and complexity of ride-sourcing related to the
inconclusive empirical evidence and the highly decentralized nature of its market will be
analyzed. Finally, as ride-sourcing works fundamentally as a pre-booked or traditional taxi
service whilst entailing substantial differences in its operation it is necessary to analyze how
and why previous regulatory frameworks are incompatible to govern the new.

4.1. Regulating disruptive innovations

Considered an innovation with inherent economic efficiencies, regulating ride-sourcing entry
to the market of private transport services creates a regulatory dilemma. On the one hand,
commonly innovations are associated with positive value and support of the service from
ride-sourcing users — both providers and consumers — points to the same direction. On the
other, in general not regulating innovations leaves society exposed to the undesired risks
(Ashford & Hall 2011) and in particular in the case of ride-sourcing work rights, consumer
protection, unbalanced competition, market failures, fiscal income and distributional effects
require action from regulators to achieve the best possible welfare result for society as a
whole (Oviedo & Nieto, forthcoming). In the context of transport, set out how this task needs
to shape up is even more important given that, as argued by Docherty (2018), its governance
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has tended to be ineffective even during periods with few substantial changes in modes and
infrastructures.

Regulating ride-sourcing is a challenge even when the process is informed by precedent
regulations about innovation given that it is unclear if these services can be framed by
existing rules that apply to similar commercial practices (Ranchordas, 2015). In order to
regulate ride-sourcing platforms and services without hampering their benefits and in
particular their innovative dimension it is needed to first identify what it is that is innovative
about these practices. According to Fagerberg et al. (2006) innovations are more than ideas,
an innovation needs to be carried to practice and materialized in the market or society. There
can be incremental innovations or the Schumpeterian destructive innovations that brake
paradigms and have generalized societal level impacts. Regarding ride-sourcing, what is
innovative is the creation of an online platform that connects users in a simple way
(Ranchordas, 2015). Accordingly, the design of regulation of ride-sourcing platforms needs
to be guided by this fundamental difference with traditional taxi and pre-booked transport
services if the potential of innovation to improve service quality is to be recognized.

In sum, what is innovative about ride-sourcing is the use of ICT to connect drivers and riders
(Baron, 2018), and as such it is also at the core of the tensions to regulate it. The technology
rhetoric puts emphasize on the role of ride-sourcing companies as technical facilitators
through communication services and the liberation and empowerment they bring to users
(Witt et al., 2015). Users, both providers and their clients are independent from the company
and technology brings them more freedom and the capacity to do more (Witt et al., 2015). At
the same time, as technology is generally connected to positive economic outcomes, these
companies are a welcome addition to most national economies. Indeed, as stated before, a
fundamental part of the economic efficiencies these services bring are the result of lower
communication costs. The regulatory challenges result from first, the use of the status as
technology platform to avoid claims (e.g. responsibility for safety or labor issues) and
regulations regarding operations as a transport providers (Dudley, Banister and Schwanen,
2017) Elliot, 2014).

Second, by framing and actual legal status as technology platforms ride-sourcing companies
legitimize transport services that in most cities are not legitimate by law. Functioning as a
platforms instead of a transportation services ridesourcing companies are able to avoid
regulatory frameworks meant to govern taxis and other pre-booked services (Baron, 2018).
Uber fast scale up was indeed favored by its legal status as technology platform allowing it
to be subject to the strong protection of US Federal law of online intermediaries and its
hometown light taxi regulation and strong support for technological firms (Witt et al., 2015).
Similarly, prior taxi market deregulation gave Uber in Sweden the space to stablish a
considerable consumer base (Thelen, 2018). Furthermore, in California pressure from
incumbents for a balanced competition was negligible compared to what happened in other
cities, it was not necessary to reform existing industry regulation which enabled the platform
to quickly grow without regulatory constraints (Witt et al., 2015). Once the platform
expanded to other geographies it had the advantage of being a market disruptive innovator
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with the political opportunity to function informally, between the fringes of rules framed in
another era and almost impossible to enforce on a highly decentralized market.

Exploiting gaps in existing regulatory frameworks Uber starts functioning on regulatory grey
zones (Baron, 2018) and rapidly establishes a robust operating ground, creating a large and
exited consumer base (Thelen, 2018). When the platform has achieved a certain critical mass
restricting their operation becomes politically sensitive as it is seen as against public demand
(Dudley, Banister and Schwanen, 2017; Thelen, 2018). Similar to other sharing economy
firms, this resistance to regulatory pushes partially grounded on their ability to rally
consumers as political advocate, has given Uber a consistent advantage (Rauch and
Schleicher, 2015; Dudley, Banister and Schwanen, 2017). Indeed, the major challenge to ban
sharing economy services such as ride-sourcing is consumers keep demanding them even
when they become illegal or are informal (Miller, 2015). Consumer interest in sharing
economy products, and the desire to monetize under-utilized existing uses does not disappear
when the app is banned. Ridesourcing markets in particular have shown to have a pent-up
demand (Baron, 2018), particularly in cities where traditional taxi services and public
transport has low quality.

Third, national and local levels and transport and technology branches of the government
tend to adopt contradictory positions towards such companies given their diverse agendas,
incentives and how susceptible they are to incumbent’s pressure. The latter can variate from
a taxi industry organized as an effective cartel or a competitive market with easy entry
(Baron, 2018). Whilst a cartelized market is more attractive to new ridesourcing services
given the limited supply, it also presents higher incentives for incumbents to oppose
ridesourcing services although the nature of the opposition depends on the how the rents are
distributed between taxi companies and drivers (Baron, 2018). Multilevel governances of
ride-sourcing entails a clear contrast between local governments incentives and approaches
towards ride-sourcing markets and National State necessities: namely taxes and services that
are framed as solutions to trans local problems i.e. climate change mitigation, economic
growth. Local taxation vs workers’ rights are clear examples of the contrasting jurisdictions
and incentives from different governmental levels to regulate sharing economy participants
in general and ride-sourcing companies in particularly (Baron, 2018). As an illustration,
Thelen (2018) points out the difference between regulatory outcomes in the United States
and Germany given that conflicts about Uber operation were resolved mainly through
decentralized battles in the former and a nationalized conflict in the latter. Nationally
coordinate action by the association of taxi’s in Germany limited the space for competition
across cities and limiting the formation of substantial user base (Thelen, 2018). There are
also several examples of national bills that have override local ride-sourcing regulation:
Boise in Idaho, Texas bill contradicts Austin and Huston previous regulation among otherss

4 Multi-level governance: “how policy makers and interest groups in liberal democracies find themselves discussing, persuading and
negotiating across multiple levels” (Hague and Harrop 2007)

5 Dovey, R. (2017, May 31). Texas bill overrides local ride-hailing regulation. Next City.Org, Retrieved from
https://search.proquest.com/docview/1904309705?accountid=14511
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(Miller, 2015). In Colombia for example, before Uber was banned from operating, national
and local authorities had been in conflict regarding the legal and formality status of the ride-
sourcing company. The contradictory arguments emerged from on one side Colombian law
protection of platform’s and web-based businesses right to operate. On the other, pressure
from interest groups — mainly taxi’s companies — and a national goal to reduce informal
supply of urban transport (Revista Semana, 2018). In the case of Brazil, local governments
have had different takes on the national legislation about mobility - quality and safety
requirements for the vehicle and driver of taxis are determined at national level, while local
governments negotiate tariffs — resulting in complete prohibition or stringent conditions for
operation (de Souza Silva, Oliveira de Andrade and Alves Maia, 2018). As soon as June 2015
two of Brazil’s major cities already had bills to ban Uber (Esteves, 2015). Rio de Janeiro’s
bill got the approval of the city’s council that included fines as high as $500 for vehicles
found using the platform. Later on these prohibitions were lifted and the Senate amended
national law to eliminate the most strict requirements, such as drivers being the owner of the
vehicle and the need of a particular license plate (de Souza Silva et al. 2018)

Finally, another challenge — less subject to political pressure but not less complicated —
emerges when regulations are stablished or adapted and need to be enforced in a highly
decentralized market. Sharing platforms enable a much larger number of individuals to
contract directly for goods and services, and this decentralization fundamentally alters the
regulatory landscape (Witt et al. 2015). On one hand, the scale of the internet, its transnational
nature, and the anonymity of users make it extremely costly to target the individuals who
breach national civil or criminal laws (Witt et al. 2015). On the other, the use of private cars
and app technology by ride-sourcing calls into the question the definition of private and
commercial transport and consequently the question about its regulation and control
(Aarhaug & Olsen, 2018) while the nature and scale of the internet make it costly if not
impossible to control individuals (Witt et al. 2015).

4.2. Uncertainty & complexity

Although regulating and deregulating the transport industry has been a common practice in
response to diverse market failures and to achieve societal goals, the particular case of ride-
sourcing poses the necessity for new methods, as well as the challenge of limited information
and empirical evidence to design appropriate regulations. Whilst platforms are very flexible
and prone to change rapidly or adapt particular characteristics, regulation design, approval
and implementation is a lengthy process and it is difficult to reverse (Einav et al., 2015).
Services anchored on fast moving technology allow its providers to work in the gaps of
existing regulatory frameworks with slow moving regulation always lagging a step behind
of the new technologies and business practices (Hacker, Pierson & Thelen, 2015).

Regulation also needs to consider the impacts of ride-sourcing on patterns of accessibility,
that in turn influences complex issues such as land use planning and social inclusion
(Docherty, 2018). In this context, regulatory control entails a series of trade-offs that have
not yet been indisputably conceptualized or modelled (Witt et al., 2015) and governance of
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complex systems depends fundamentally on information that also needs to be congruent in
scale and acknowledge the relative uncertainty (Dietz et al., 2004). As argued by Ranchordas
(2015) regulating social and technological innovation with little information on the novelties
in question and their effects and side effects, represents a significant challenge for regulators.

Moreover, common strategic responses of dominant digital platforms — chiefly Uber in the
ride-sourcing scenario — to avoid direct interference by law is to appeal to the efficiency of
its own sociotechnical governance system to regulate its users in order to meet the targets
required by regulators (Witt et al., 2015). However, this poses an additional alternative that
state regulators cannot properly evaluate because they do not have yet the procedures or the
information to be able to do so (Witt et al., 2015). Although the claim is similar to previous
free-market liberal appeals to deregulation, Uber’s is not about deregulation in general
bringing better outcomes. It represents a new form of argument for better outcomes at lower
regulatory costs: technologies allowing a scale-free mechanism based fundamentally on
consumer rating systems for quality and algorithms to set prices (Witt et al., 2015, p. 181).

As stated before, the empirical evidence about ride-sourcing services effects on incumbents,
users, providers and societal welfare in general is limited and inconclusive (Oviedo & Nieto,
forthcoming). Similarly, scholarship focusing specifically on policy response to these
services is still sparse and highly concentrated in law journals (Dupuis, 2018). The evidence
about changes in regulation for traditional pre-booked and taxi services is also equivocal
(Moore & Balaker, 2006; Witt et al., 2015) highly polarized (Dempsey, 1996) and context
specific (OECD, 2007) subsequently reducing references to address the new services.

Ideally, the regulatory response would start by controlling the entry of ridesourcing platforms
into the existing market and then regulating based on sound understanding of the complexity
of the changes brought by the technology to existing and new markets (Miller, 2015).
Accordingly, Einav et al. (2015) argue that to cope with the high flexibility and scalability of
ride-sourcing platforms the strategy should be early but lenient regulatory intervention.
Additionally, to deal with uncertainty and complexity information sharing and data
disclosure have been proposed as a solution to the lack of information. Witt et al. (2015)
argue that regulators should use the large sets of data now available from market actors and
intermediaries in order to ground regulation design on quantifiable results and market based
outcomes. Uber Movement an Uber’s data sharing platform about travel times and new
mobility is an incipient step towards more information sharing and disclosure. In LAC Sao
Paulo, Santiago and Bogota travel times data are already accessible. The platform in Sao
Paulo allows for more than 267 thousand trips ‘combinations between 517 areas in the 39
municipal districts of the metropolitan area (Diogenes, News paper: Estadao, 24 April 2019).

4.3. Incompatibility with previous regulatory frameworks

In general, industries sharing economy firms participate in — e.g., taxi transport, housing,
hotels, and restaurants — have long been subject to extensive local-level policymaking (Rauch
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& Schleicher, 2015). In particular, the history of regulation of unscheduled transport services,
or vehicle-for-hire industry mainly represented by taxi services is global and tracks back to
the XVII century (Gilbert & Samuels, 1982). Since then, regulations have been motivated
either on its characterization as public service in order to reduce externalities (e.g. tap
entrance of vehicles to avoid congestion) or on the necessity to reach equilibrium of demand
and supply (Cairns & Liston-Heyes, 1996; (Collier, Dubal and Carter, 2017)). The latter
received more attention during the 1960s until 1990 focusing on the properties of taxi market
segments (Aarhaug and Olsen, 2018) and more recently in connection to the need for
regulation for the new ride-sourcing services (Farren, Koopman, & Mitchell, 2016; Rienstra,
Baker, & Visser, 2015). However these new services have particularities that make traditional
regulatory approaches to similar transport services inconducive (Cannon & Chung 2015,
Baron, 2018) and being an innovation its regulation should be focus on the need to tackle its
newness, uncertainty, and inherent risks (Ranchordas, 2015). As was mention before, central
to this incompatibility is the issue of defining ridesourcing firms as technology platforms or
transportation service providers that should fall under the jurisdiction of existing regulatory
frameworks (Baron, 2018).

At the core of the ride-sourcing innovation is the use of information and communication
technologies to connect drivers and passengers. Technology platforms are the mean to
operationalize this connection and consequently should be the focus of regulation that aims
to address the newness of this service. According to Goldsmith & Wu (2006) analysis, the
only effective and scalable way to regulate the actions of people on the internet is through
online intermediaries. In contrast, current taxi regulations respond to correct some unwanted
results of the underlying characteristics of the street hail and rank taxi markets such as a high
number of vehicles, high or arbitrary prices, low salaries, low profits and consequent cost
coting and poor quality. Arguments for regulation are then public safety and security, service
quality standards and pricing, environmental concerns, congestion, working conditions, city
image and competition, and so on. The regulations can come in the form of quantitative
restriction (a limited number of licenses), qualitative entry restriction (like ‘the knowledge’
in London), price regulation (setting compulsory fares), or other forms of market
intervention, such as safety and environmental minimum standards, and technical
requirements such as colour schemes and taximeters (Zha et al., 2016; Aarhaug & Olsen,
2018).

The existence of a platform as intermediary changes drastically the possibilities to correct
and control such unwanted results while it also points to the vulnerability of regulatory
frames that were developed before technological innovations (Dudley et al. 2017). First,
dynamic prices and the efficiency they bring might render strict price regulation less
important while allowing to avoid arbitrary prices and to track high unjustified prices. For
instance, the result of successive complaints over Uber’s surge pricing in several cities,
particularly in times of emergency, led the platform to publicly limit the operation of its

6 Absence of a supply and demand curve, temporal monopolies, information asymmetries, few or no
economies of scale and limited capital requirements for operating taxis in the street hailing segment.
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algorithms in these cases. In New York a threat of direct regulation helped push Uber to
include this limitations resulting in a negotiated agreement with public authorities (Witt,
Suzor and Wikstrom, 2015)

Einav et al. (2015) argue that regulating platforms with the same strategies as incumbents
have been regulated before, such as licensing and certifications may only serve the purpose
to protect incumbents without really protecting consumers. This is particularly true when
there are tendencies for regulatory capturer (Stigler, 1971; Peltzman, 1976) and firms whose
profit could change due to new regulation have strong incentives to try to curve such
regulation (Baron, 2018). The result is that the beneficiary of the regulation is the firm and
not the general public. In this context, banning software platforms has been perceived as a
form of regulatory capture i.e. imposing limits to new entrants to avoid competition for
existing providers (e.g. taxis and Uber) and not aiming at a clear policy objective or to correct
a market failure. As an example, in Mexico, the antitrust authority recommended governors,
legislators and the CMDX major to recognize and not ban ride-sourcing services (Esteves,
2015).

The theory of incumbency shows that established market participants might use existing
regulatory structures — such as licenses and codes for taxis — to keep our competition or
otherwise limit it to sort of oligopoly that works to maintain a high barrier to entry (Miller,
2105). Additionally, when regulations that limit entry to markets are poorly aligned toward
consumer protection and not updated to reflect changes in those markets can impose
substantial costs on job seekers, consumers and the economy in general (Miller, 2015).
Theoretical studies discussing from an economics point of view the quantitative limits as
form of taxi regulations were predominantly against stablishing restrictions to entrance. The
studies related such regulations with rent-seeking behavior (Aarhaug & Olsen, 2018). For
instance, in Rio de Janeiro, a judge rule in favor of an Uber driver sentencing that the state
incentive to ban Uber was related to regulatory capture and was not address at highest public
interest (Esteves, 2015).

Second, moving from the direct relation between passenger and driver to booking through an
intermediary leads to quality controls that could be centralized on the intermediary. Although
it can be argued that this is similar to the role of taxi companies, technology platforms
increase traceability and have lower costs of control of quality if required. Indeed, most of
the service quality standards that regulatory frameworks seek to codify have been already put
in place by ride-sourcing firms (Hall & Krugeguer, 2015) but there is still a void regarding
issues such as fleet size or drivers salaries. Third, this central role of the intermediaries also
means that they become more powerful in relation to users, both drivers and passengers. In
sum, while low cost communication and data management might render inefficient to apply
traditional restrictions on price and quality to ride-sourcing, the relation of the platforms with
its users key in future regulation (Leiren and Aarhaug, 2016).

7 This tendency is more present when regulators are closely link to the firms they regulate, through extended discussions, career

trajectories or a desire to maintain the status quo (Laffont & Pouyet, 2004)
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The challenge is that controlling intermediaries is difficult when the nature of their operation
-digital services — does not require to have a physical presence within a particular jurisdiction.
On one hand, in a transnational environment national laws often have little effect (Witt et al.
2015). However, most platforms seek to provide some staff in each region where they operate
— for example Uber country and city managers, along with supporting office space, local
banks accounts, and other company assets in each city and country, provide a natural basis
for jurisdiction as well as an immediate means to enforce judgement. France used this
approach, including arresting Uber’s France CEO. On the other, this creates a new form of
‘race to the bottom’ in the market for regulatory schemes (Burk, 1997) fueled by increased
competition of cities to attract innovative activities, given the predominant role such activities
have had historically in local economic growth and competitiveness (Brail, 2017). In this
context Mardsen & Reardon (2018) argue that it is key to first evaluate welcoming or
resisting innovations based on clearly defined policy objectives that the government is
seeking to achieve. The authors propose a series of question to this end: “what will a socially
necessary level of provision look like in the next five years? Should we continue to regulate
modes or should it be [Mobility as a] service providers? How is access to, and quality of, a
basket of mixed services to be regulated to protect consumers?” (p. 164)

In terms of liability, the question is if platforms should be liable for activities their platforms
coordinate or facilitate. Historically, there are few law that make third parties responsible for
the actions of individuals unless there is a special especial relationship under which the
actions have occurred (Witt et al., 2015, p. 177). First option is if platforms are taken as
employers of their service providers, as several allegations have alleged and could be subject
to the “worker classification test” to determine if ride-sourcing drivers are workers or not
(Redfearn 111, 2016). Then the platform will be responsible for the actions of its employees
under the well stablished principle of respondeat superior (is a common-law doctrine that
makes an employer liable for the actions of an employee when the actions take place within
the scope of employment). Second, secondary liability could be used and there has not be
any regulatory precedent about a jurisdiction declaring itself unable to oversee activity
mediated by a software platform. Even more, with a comprehensive electronic record of who
did what platforms create a virtual road map to users’ activities and indeed platforms’ records
tend to be granular and well organized. Platforms also offer the opportunity for further control
than offline intermediaries: a software platform can easily track were their drivers are to
enforce a spatially base rule. Similarly, most online platforms are based on electronic
transactions, that are easier to track and totalize than cash payments, particularly regarding
tax evasion (Edelman & Geradin, 2018).

5. Conclusions

The evidence outlined in this paper bears witness to the path-dependency of transport
governance, which is created by the categories through which governance is thought and
enacted (Blomley 2014). The emergence of new forms of technology-assisted urban mobility
can open the room to what Jensen et al. define as ‘Epistemic experimentation’, which is
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defined as fostering new ways of governing a new phenomenon by testing new ways of
understanding it (Jensen, Cashmore & Elle, 2017). Our paper represents an attempt to provide
a multidimensional analytical lens to the understanding of the phenomenon of ride-sourcing
in Latin America that enables both researchers and practitioners to ‘put all cards on the table’
when approaching regulations of new mobility services. By building on existing literature,
our framework allows to consider both benefits and burdens associated with the introduction
of urban ride-sourcing services, as well as the distribution of such benefits and burdens across
stakeholders in the urban transport ecosystem.

Considering the scale and complexity of the problem as summarized in Figures 1 and 2, the
authors suggest a collaborative approach to co-regulation to design mechanisms that enable
regulators to effectively complement the inherent efficiencies of the sharing economy with
an optimal level of protection of public interest over interest groups and cost-effective
feasibility (Cannon et al. 2015). As Davis (2018) argued, the introduction of regulations for
‘Transportation Network Companies’ (TNCs) in California bears the mark of a complex set
of trade-offs between leadership strategies and political understanding, as well of reciprocal
recognition of not only the private and public sector, but also of the users of the disrupting
Services.

The introduction in 2013 of regulations to TNCs in California that imposed new “(..)
obligations related to insurance, background checks for drivers and vehicle inspections but
did not require substantial changes in existing business models” (Davis, 2018, p.111) have
become an example that has sough to be replicated in various contexts with different levels
of success. Our paper recommends not replication but evidence-base co-learning, allowing
stakeholders at different levels of governance and with different degrees of availability of
resources and capacity, to develop tailored solutions to their current priorities and conditions.
Such a process entails the development of spaces for openly accessing, sharing and using
information, as well as the construction of spaces of representation the enable regulators,
operators, users and non-users alike to voice their concerns and expectations regarding the
incoming services, as well as rethinking existing regulatory frameworks that may not fit the
conditions under which new personal transport services operate. Furthermore, the
development of regulations for new forms of urban mobility requires rethinking some of the
tenets and methods for the understanding of transport behaviors and decision-making. This
means also building on multiple perspectives for the re-design of current information and
instruments for planning and control so they can better-reflect the features of new services
as well as their potential risks and externalities.

In a context where regulators deal with informality and rapidly changing definitions of
legality and illegality in transport services such as Latin American cities, the understanding
of transport systems as a continuum rather than a dichotomy may contribute to the
development of more comprehensive regulatory frameworks. The general attitude towards
technology-driven innovations presents an opportunity for regulators and decision-makers to
develop and deploy experimental regulations for ride-sourcing services instead of forcing
new operators to adhere to frameworks that do not necessarily account for some of their main
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benefits and risks (see Posen, 2015). For instance, Toronto city council’s regulatory
framework leveled the play field for traditional taxis and ridesourcing services by allowing
more flexibility in pricing and operation for the former and applying a minimum price for
the latter as well as more stringent background checks and special licenses for drivers,
identifiers and twice a year inspections for vehicles and insurance (Baron, 2018).

Thelen (2018) argues that a fundamental entry point to understand regulatory process related
to Uber are the differences in the specific points of contestation around which the regulatory
politics centered. Multiple countries and cities in Latin America and the Caribbean are facing
similar challenges with the disruptive arrival of ride sharing services but diverse institutional
arrangements translate such challenges into different struggles based on which issue is more
salient. The centrality of consumer protection or tax evasion or employees’ rights requires
the understanding of transport beyond traditional governance and government structures (e.g.
ministries and departments of transport and mobility) needing to mobilize different actors in
other sectors. This will lead to the creation of different coalitions and consequently opening
spaces for regulations of the new services.
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