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Abstract Over the past several years, the development of new information and
communication technologies (ICTs), and the widespread increase of smartphone
ownership, has enabled the creation of new transportation modes. Within these
solutions, e-hailing services, facilitated by Transportation Network Companies
(TNCs), have emerged to disrupt the taxi industry worldwide and pose major
regulatory challenges for authorities and policymakers. Many specialists have
addressed e-hailing regulation in cities across Europe and the USA. However, little
research has been done focusing on Latin America. Therefore, this paper’s objec-
tive is to explore how authorities are regulating e-hailing services in Latin American
cities. Moreover, should these regulations be based on maintaining fair competition
regarding traditional taxis? We attempt to answer these questions using of a con-
ceptual framework based on taxi regulation, as this seems to be how authorities are
considering regulating e-hailing services. We then develop a comparative case
study of Uber regulations in Mexico City and Bogota. A discussion and analysis
follow, regarding the Uber regulations approved in both cities. Finally, we conclude
the paper with a summary of the findings, and suggestions for future studies.
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3.1 Introduction

Recent advances and widespread use of information and communication tech-
nologies (ICTs) have supported the creation of new mobility modes. These new
solutions have exploited a breach created by low-quality public transportation
services, including taxis. Additionally, young people’s tendency to not drive nor
own cars, together with their increased use of smartphones and the Internet, has also
contributed to the increase in new modes of mobility (Cannon and Summers 2014).
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In particular, satellite-based dispatch systems for ride services (also known as
electronic hailing systems, e-hailing, or ride-sourcing), provided by transportation
network companies (TNCs) such as Uber and Lyft, have taken advantage of this by
using smartphone applications and Internet connections (Yussoff et al. 2015). Uber
and Lyft are revolutionizing the taxi market by allowing drivers to more easily find
passengers, spend less time in transit between rides, and potentially maximize the
number of passengers they carry per day (Geloso and Guénette 2014). They have
also sparked the interest of customers for offering a better service at lower costs and
with greater reliability. Silverstein (2014), compared Uber and taxi rates in 21 large
US cities and concluded that Uber was cheaper than a taxi everywhere, except in
New York and Philadelphia. Rayle et al. (2014) found that introducing Uber and
Lyft apps in the San Francisco market considerably reduced waiting times and
showed that customers prefer e-hailing services because of simplified payment and
the ease of calling a car. Finally, Uber users can rate their drivers, encouraging
superior service to boost reputational scores (Geradin 2015).

However, the rapid expansion of e-hailing in the taxi industry began to outpace
the current regulations in countries where it operates. TNCs have faced criticism, as
well as fundamental legal threats, for unfairly competing with taxi drivers by
entering the market without following existing regulations. In major cities, such as
New York, capping the number of taxis allowed on the road is a common regu-
latory tool. This practice has driven the price of medallions as high as US$1.3
million per unit. However, the average price of New York City taxi medallions has
suffered a 17% decline since a peak in 2013, due to Uber’s entry into the market. In
Boston and Chicago, medallion prices also have declined by 17 and 20%,
respectively (Barro 2014). Uber has also faced criticism in terms of safety, such as
the protection of private data and the lack of appropriate insurance (Hanks and
Alexander 2014). In some places, suspension or outright bans are the first reaction
of public authorities to the appearance of e-hailing services (Grand and Khosla
2015). In countries such as Spain, Thailand, Germany, Vietnam, Amsterdam, and
the Netherlands, Uber has been banned for operating without the necessary licenses
(Wall Street Journal 2014). On the other hand, TNCs usually respond by simply
continuing operations, despite any ban or suspension issued by authorities. For
example, Uber continued its operations in Paris, despite judicial and police inter-
ventions. Uber only suspended service in the city after the arrest of two Uber
executives (Edelman 2015).

Consequently, many scholars have called for developing new regulatory
frameworks (Cannon and Summers 2014; Harding et al. 2016). Edelman and
Geradin (2015) support the idea of creating a level playing field. They think that
policymakers should embrace the efficiency that technical platforms such as Uber
provide and remove those requirements and protectionist rules that benefit taxi
license owners more than customers. Moon (2015) presented e-hailing as an
opportunity to retrofit taxi regulations into current markets. Others, such as Darbéra
(2015), suggested developing regulations to avoid a monopoly in this new market.
Strong (2015) suggested regulations as a means to reach environmental policy aims,
while others suggested using regulation to mitigate social problems, such as
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employment and discrimination in access to transportation (Rogers 2015). Other
authors, such as Farren et al. (2016), investigated the benefits and costs of com-
pletely deregulating the taxi industry.

Most of the studies mentioned above have been done in cities across Europe and
the USA. Little research has been done in Latin American cities concerning how
Uber is regulated, as well as the future of e-hailing services in this region. With high
urbanization rates that average 80%, lack of investment in transportation infras-
tructures, low-quality of taxi services, high levels of congestion, and growing use of
the Internet at a rapid rate, the region appears to be the perfect ground for e-hailing
services to develop (Audouin and Neves 2017; Harrington 2012). Indeed, Uber has
been rapidly and aggressively expanding since 2013 in Latin America, totaling 45
million trips just during August 2016 (Newcomer 2016). Therefore, the e-hailing
Latin American market must not be ignored (Audouin and Neves 2017), as it is
currently Uber’s fastest-growing region (Uber Estimate 2018).

This paper will explore how governments can regulate e-hailing services to
maintain fair competition with traditional taxis. We attempt to fill this research gap by
exploring how some major Latin American cities have dealt with the rise of e-hailing
services to, identify the main challenges that policymakers should address to regulate
e-hailing services in the region. For that objective, we adopted a comparative case
study design, as it is best suited for when it is difficult to separate the phenomenon of
interest from the context (Yin 2009). We chose to look at Bogota and Mexico City
because both are major cities in Latin America. They were the first cities in the region
where Uber launched its service in 2013. Additionally, Mexico City became the first
Latin American city to regulate Uber in mid-2015. Uber became regulated in Bogota
at the end of 2015. The result in each case was completely different. Unlike in Mexico
City, Uber did not accept the regulatory framework proposed in Colombia and is still
facing different forms of resistance from public authorities and legal threats. The
cases were produced with documentation data and semi-structured interviews con-
ducted with key stakeholders involved in the project. This approach is in line with
case study research strategy, as it allows the researcher to use multiple sources of data
(Yin 2009). The rest of the paper is constructed as follows: In Sect. 3.2, we present a
conceptual framework for analyzing Uber regulation. In Sect. 3.3, we present the
case studies. In Sect. 3.4, we analyze the cases, using our conceptual framework. We
present a conclusion in Sect. 3.5 and ultimately propose some leads for further
research linked to e-hailing regulation.

3.2 Conceptual Framework

The objective in this section is to propose a conceptual framework to analyze how
Uber and similar companies are regulated. We begin with a look at pertinent
literature about the taxi regulatory framework that has governed the industry for
decades. Although Uber is seen as a digital platform for connecting people (Badger
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2014), rather than as a taxi company, it provides a solution for people’s trans-
portation needs that, in the view of the individual transportation sector, is quite
similar to the service offered by taxis. A recent decision by the European Court of
Justice (ECJ) confirmed the need to regulate Uber as a taxi, and not as a technology
company. This decision was made mostly on the basis that the services provided by
companies like Uber are “inherently linked to a transport service” and must be
classified in the field of transportation (Bowcott 2017). Therefore, we present a
conceptual framework building on taxi regulation, as it seems to be how policy-
makers are considering regulating Uber.

Taxis are intended to provide vehicles and driving services for passengers (Li
2016). They play an essential role within the context of urban transportation sys-
tems, as a necessary component for supplying a public transportation function in
accordance with public demand (Aarhaug and Skollerud 2014). There are three
major market segments: the taxi rank, in which places are designated for taxis to
wait for passengers, and vice versa; the hailing segment, in which a cruising taxi on
the street can be hailed; and the pre-booked segment, in which consumers call a
dispatching center (Salanova et al. 2011). According to OECD (2016), taxi market
shares are linked to household incomes, costs of car ownership, and the availability
of alternatives modes of transportation.

There are several arguments used for and against taxi regulation (Aarhaug and
Skollerud 2014). To the growing ranks of free-market economists in 1970, taxi
regulations were an example of convoluted state regulation that stifled competition
and innovation (Harding et al. 2016). On the other hand, authors such as Buckley
(2015) stated that taxi regulations are necessary to correct market failures that have
occurred over time. There are three taxi market failures: asymmetrical information;
destructive competition, leading to low quality of service; and externalities, such as
pollution and congestion (Cohen and Sundararajan 2015).

In most cities, taxis are regulated following a standard regulatory framework that
has been in place since the early 1930s (Harding et al. 2016). Most regulations, with
some degree of variation, usually include the following three elements: monopoly
rights, entry conditions, and fare controls (Beesley 1973). Regarding the first ele-
ment, monopoly rights, authorities granted exclusivity rights to the taxi companies.
Beesley (1973) stated that such rights could be given through two mechanisms. The
first mechanism would be an exclusive franchise to organize taxi services in a
geographically limited area. According to OECD (2016), a franchise is granted for a
set time period in most cases. When the time expires, they are up for rebidding.
Franchise systems prevent other taxi operators from picking up passengers in the
franchise zone but allow drop-offs, which lead to unbalanced trips for those entering
the zone from outside. The second exclusivity mechanism grants rights to a par-
ticular mode of operation (rank, hail, or dispatching center). However, as Schaller
(2007) shows, it is difficult for regulators to measure productivity and thereby grant
exclusivity rights, since the usage of public space (such as bus lane) has not been
measured as a competitive advantage. The conclusions are that the dominant
industry will obtain the maximum benefit with a small fleet and high prices
(Salanova et al. 2011).
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The second element of entry conditions includes quality and quantity controls.
Quality regulation consists of vehicle control (age, type, and appearance), as well as
driver and operator standards, such as fit-and-proper-person tests, uniforms, and
route knowledge. Although quality regulation seeks to ensure passenger safety and
minimum service standards, they can also have anti-competitive effects if they are
set at unduly high levels (OECD 2007). Quantity control refers to limiting the
number of taxis in a specific jurisdiction, which is modified by analyzing latent and
future demand, or local politics and vested interests (Harris 2002). Over time, entry
regulations were managed by freezing the number of taxi licenses, without justi-
fying why the current number of taxis was optimal. Most cities maintained the
number of taxis at 1980 levels, while a few increased the number of licenses,
according to GDP variations or other economic indicators. Both methods created an
inefficient taxi market, with either more taxis, or fewer vehicles than needed
(Salanova et al. 2011). Some arguments for limiting the entry into the taxi market
include: preventing crowding at stands or in city centers; keeping profitability;
protecting workers from longer trips and lower wages; and preventing overcharging
(Nelson/Nygaard 2008). On the other hand, the main argument against entry con-
ditions is that they create economic rent (Aarhaug and Skollerud 2014).

Following Beesley’s (1973) classification, fare control is the last aspect of taxi
regulation. The first type of fare control is based on controlling the overall level of
fares charged, and the second type is based on setting a pricing structure that is
often based on distance and time. Cairns and Liston-Heyes (1996) proposed a
model of taxi service demonstrating that price regulation is necessary to have
equilibrium between supply and demand. OECD (2016) noticed that fare regulation
prevented gouging in the street hail market, due to the asymmetric information,
notably concerning the available supply and the uncertainty potential competitor’s
fares. In a monopolist market without fare regulation, higher fares will satisfy lower
demand with a smaller fleet, maximizing the benefit of the operator (Douglas 1972).
On the other hand, the same market with regulated fares will operate with the same
size fleet in that the marginal benefit is equal to the marginal cost (De Vany 1975).

Finally, Audouin and Neves (2017) used a similar approach to construct a
framework building on taxi regulation focusing on quality, quantity, price regula-
tion, and market-conduct regulation. Therefore, the approach adopted in this paper
is not totally new and builds on something that has already been done. In the next
section, we will review our two case studies.

3.3 Case Studies

The following case studies are intended to illustrate the first regulatory reactions of
Latin American cities to the entry of Uber into the taxi market. We will first present
the case of Mexico City; and then present the case of Bogota. Both cases will
describe the existing taxi regulations, examine the regulatory landscape Uber faced,
and look at the new regulatory framework adopted for e-hailing services.
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3.3.1 Mexico City

Mexico City, the capital and the largest city in Mexico, had 21 million inhabitants in
2016 and is expected to have more than 23 million inhabitants by 2030 (United
Nations 2014). The unmeasured growth in population during the twentieth century
has resulted in an unprecedented urban sprawl, following an extensive car ridership
pattern. The average time spent commuting between home and work is 40 min by
subway or train; 50 min by bus; 27 min by taxi, and 35 min by car (CAF 2011).
Urban sprawl, along with the lack of development of an efficient transportation
network, has caused the rapid expansion of taxi services as the third most popular
transportation option (Parametria 2013), with a growing vehicle fleet of 106,000
regular units and approximately 22,000 illegal units (Lopez 2012). Currently, the
combination of a steadily growing economy, record-low inflation, and declining
mobile prices are contributing to accelerating migration to mobile broadband services
and increase in smartphone usage. By 2020, Internet subscribers in Mexico will have
grown to 84% of the population (GSMA 2016) and the number of smartphone users
is forecast to reach more than 67.49 million in 2020 (Statista 2018).

Taking advantage of this context, Uber started operating for first time in Mexico
City in June 2013, resulting in unprecedented competition with the taxi industry and
a challenge to the existing regulatory framework governing the taxi industry. In this
metropolis, the federal government (state level) is in charge of granting concessions
for providing transportation services. It also regulates fare policy decisions, public
service supervision, route design, and other activities (Islas et al. 2011). In July
2014, the Mobility Law of 2002 was replaced by a new legal framework to regulate
city transportation services. Since then, all drivers must have liability insurance.
Additionally, drivers must approve training courses and assessments’ processes
established by the Secretary of Mobility (SEMOVI). Taxi regulations are based on
exclusivity rights, quality, and price regulation. Regarding, exclusivity rights,
providers offer a service under a concession awarded by the federal government and
must meet the requirements set forth by transport authorities regarding operation
territories, bases, concessions, and fees. Quality regulations include characteristics
and requirements that the vehicle must satisfy (age, color, and identification), as
well as those that drivers must meet, such as courses about driving, self-defense,
and civility. Fares are also defined by the federal government, and all taxis must use
a taximeter. It is important to highlight that the city government has not approved
new taxi licenses, resulting in an uncertain market in which you can buy a con-
cession for MEX$40,000-MEX$60,000 (USD$2150-USD$3200).

Once Uber entered into the Mexico City taxi market, as in many other cities
worldwide, the taxi sector protested and lobbied the government to expel Uber. It
was not until after two major demonstrations, in October 2014 and May 2015, in
which the city’s main roads and access to the International Airport were blocked,
that the city government made this conflict a real priority in its agenda. On June 17,
2015, authorities organized working meetings, called Debate Digital CDMX, to
discuss and regulate e-hailing services (Garcia 2016). The primary purpose of
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these meetings was to create proposals that would allow for innovation in services
offered by taxis but under a scheme of fair competition. These meetings were set up
with the participation of conventional taxi operators; representatives from Uber,
EasyTaxi, and Cabify; experts in mobility and technology; and NGOs. All stake-
holders gave recommendations aimed at improving the conditions under which taxi
companies operate, allowing for the coexistence of different types of taxi services in
Meéxico City. They defined the aspects that should be considered in the agreement,
as well as improvement conditions for traditional taxis.

Simultaneously, a federal and a local government agency gave their opinions in
favor of regulating Uber and similar companies. Based on the principle of economic
competition, and the freedom of citizens to choose their way of moving around the
city, they made the announcement in favor of Uber regulation on June 4 and 15,
2014, respectively (Garcia 2016). In July 2015, the city government announced an
administrative agreement to allow Uber and similar companies to legally operate in
the capital. This special administrative agreement was published in the Mexico City
District Gazette No. 133 Bis. July 15, 2015. Therefore, Mexico City became the
first Latin American city to regulate e-hailing services. There were several aspects
included with these regulations. App platforms must be registered with the
Secretary of Mobility; and drivers must pay MEX$1599 (almost USD$100) for an
annual permit on each vehicle used for this service. Furthermore, vehicles must
have an original value of no less than MEX$200,000 national currency (nearly USD
$11,000) and fulfill some requirements (four doors, air conditioning, air bags, and
seat belts). Finally, e-hailing companies must pay 1.5% of each ride to the Taxi,
Mobility and Pedestrian Fund, created by the city government for public work
projects related to mobility. There are also a few restrictions, such as the prohibition
on receiving cash or prepaid cards as a payment. Drivers are also not allowed to
sublease their vehicles, nor can they can have a set base or fixed site.

Uber has agreed with the proposed regulation and said that the new regulation
“makes Mexico a pioneer in recognizing in law that supply should respond directly
to demand and the free choice of consumers.” However, two years after this reg-
ulation was proposed, progress in its implementation has been quite slow and seems
to be stuck. To date, the city has not completed registering the taxi apps’ fleet,
which is needed to launch the fund. Furthermore, there is no time schedule for the
fund’s creation (Torres 2016). Overall, TNCs are still operating with minimal
conflicts against conventional taxis.

3.3.2 Bogota

Bogota is the capital of Colombia and is expected to have more than 11.6 million
inhabitants by 2030 (United Nations 2014). Urban growth is characterized by a
growth in housing in surrounding areas (urban sprawl) that has not been adequately
followed by a concurrent increase in urban transportation infrastructure. The
average time spent commuting between home and work is 40.5 min by car; 34 min
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by taxi; and 73 min by bus (CAF 2011). Commuting by bus takes almost twice as
long as by taxi. Therefore, taxis play a significant role, not only within Bogota’s
transportation integrated system as feeders, but also, in providing advantages to the
riders regarding accessibility, time efficiency, and comfort (Ibaiiéz 2012). By 2020,
Internet penetration in Colombia is expected to be more than 52.9% of the popu-
lation (eMarketer 2016). Mobile devices are at the core of Vive Digital Colombia, a
program overseen by the Ministry of Technology to achieve its four-year goal of
“widespread adoption of internet and the development of a nationwide digital
ecosystem” (eMarketer 2015).

In Colombia, the Ministry of Transportation (nationwide level) heads the
transportation sector, including the regulation of taxis (CAF 2011) in terms of
defining policies, operations, and fares, among others things. Taxi regulation is
quite limited and based on exclusivity rights, quantity, quality, and fare regulations.
The local government establishes the rules and regulations governing mobility in
the city and taxi vehicle circulation. Regarding exclusivity rights, the ministry
regulates taxis by granting indefinite authorization to taxi companies, as long as
they fulfill all the required conditions and criteria to provide a good service. Quality
regulations cover a number of specific requirements for taxi companies (insurance
and no criminal records), drivers (criminal background checks, a minimum amount
of driving experience, and a behavior course), and vehicles (age limits, taximeter,
and vehicle identification). Quantity controls are enforced by controlling the
number of vehicles. Adding vehicles to the taxi fleet can be done incrementally or
by replacement. The first scenario occurs when the taxi company experiences
growth in the number of vehicles, while the second occurs when companies replace
one of its already registered cars. Local authorities cannot authorize new cars in
taxis services unless the need for the service is determined as a result of a technical
study described in the Law-Decree 172 of 2001 (Ibafiéz 2012). To link a vehicle to
the fleet of a taxi company, a contract must be formalized between the vehicle
owner and the company, which is made official to the Ministry of Transport once
the local transport authority issues an operation card, which authorizes the vehicle
to provide taxi service. The national government establishes the general principles
for fare calculations to control fares.

Since the early 1990s, Bogota has only allowed the entry of new vehicles into
the taxi fleet by replacement, creating the right by replacement, also known as cupo
(quota) (Decree Number 613-1993). This practice has created two issues. First, a
black market has emerged to buy the cupo, the price of which depends on the
market supply demand, because it can change without any type of regulation. Prices
can fluctuate from COL$81 million to COL$95 million (about US$28,000-US
$33,000). Second, the number of illegal taxis has been growing steadily throughout
the years, due to the cost of the cupo. Additionally, the mayor of Bogota is
responsible for calculating the rate of the taxi fare and other fees related to taxi
operation (Decree No. 400, dated September 26, 2014).

Similar to Mexico City, Uber came into the Bogota taxi market in 2013, having
conflicts with both taxi drivers and regulators. According to traditional taxi drivers,
Uber is an unfair competitor. They state that Uber drivers and vehicles do not
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comply with regulations established by authorities. Traditional taxi drivers also
argue that Uber drivers do not pay taxes, receiving greater profit from a much lower
investment (Sanchez et al. 2016).

After many disputes between taxi drivers and Uber drivers, as well as taxi
drivers’ threats of strikes and blockades, Colombian President, Juan Manuel Santos,
delegated to the Ministry of Transportation, the creation of a decree to regulate the
service provided by Uber and similar companies. In November 2015, Decree 1079
was created, which unified all regulations for the transportation sector. In this
decree, the services provided by Uber and similar companies were regulated as a
new mode of individual public transportation categorized as luxury taxis.
Consequently, there are two kinds of taxi services in Colombia: basic taxi service,
which is the same as the existing traditional taxi service; and luxury taxi service,
which can only be booked through an app or digital platform. Vehicles must be a
black four-door truck or sedan, and comply with the following specifications: a line
on the side; have GPS; have a passenger cabin with capacity to accommodate a
minimum of five people and space for baggage with capacity no less than 0.40 m>.
Moreover, luxury taxis must be new or not more than seven years old. Finally,
drivers cannot receive cash as a payment, and a minimum base fare must be
established, that must be equal or lower than the one established for the basic taxi
service.

However, Uber decided not to accept the regulations established by the national
government and not to register itself as a luxury taxi company. Despite the Ministry
of Transportation’s many pronouncements regarding the illegality of Uber, and the
fines that the local government imposed, Uber keeps operating and offering its
services in Bogota. Although the number of citizens demanding Uber keeps
increasing, conflicts between Uber and the traditional taxis keep arising. For
instance, the traditional taxi sector has required the Ministry of Technology to block
the Uber app in the country. However, the Minister has said that from a techno-
logical viewpoint, the app is perfectly legal.

The Bogota government, through the Secretary of Mobility, has been working to
create new taxi companies that claim to offer the same quality of service as Uber but
comply with the requirements established in the decree. In a recent interview, the
Secretary of Mobility Juan Bocarejo announced that these new taxis companies
would be operating in the upcoming months. Although they will work through a
digital platform like Uber, the main difference is the fare system. Fares will be
calculated using a base price established by the local government and depends on
the time of day (higher during the rush hours) (Opina Bogota 2017).

3.4 Analysis

In the conceptual framework, we established the three elements that have been
frequently used to regulate the taxi industry: exclusivity rights, entry conditions,
and fare control. In both Mexico City and Bogot4, taxis have been governed
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through schemes based on these three dimensions. In both cases, the scope of the
regulation is limited and has sometimes been interpreted in different ways.
Moreover, despite the fact that (as in most regulated industries) consumers can
complain to the service regulator, this does not apply in the case of the taxi industry.
In both cases, there are no mechanisms established by regulators by which taxi
users can report their dissatisfaction in an efficient way. Therefore, taxis are not
interested in providing a better service. Since there are few public transportation
options, taxi users are forced to accept a poor-quality service with high fares. As a
result, the industry has been dominated by the taxi guild and authorities who have
lost control and supervision over the operation of this sector. This has led to a lack
of accurate data concerning the reality of taxis operating in urban areas.

With the emergence of Uber in Mexico City and Bogota in 2013, the traditional
taxi industry started to face increasing competition from this new type of trans-
portation service. Uber threatened to eliminate the traditional taxi industry’s
stronghold. Since then, traditional taxis are facing more demands from their users in
terms of quality, efficiency, comfort, and affordability. In both cities, the traditional
taxi sector fought the emergence of Uber by lobbying at city government head-
quarters. At the same time, many users have shifted to Uber service due to lower
fares, cleaner cars, and higher-quality service. Moreover, they lobbied in support of
the company, playing an important role in pressuring local authorities to enact new
regulations to govern Uber and other similar companies.

In Mexico City, Uber and similar companies were regulated as TNCs, under
different requirements than those for traditional taxis. The main aspects of e-hailing
regulation can be summarized as follows: App platforms and car operators must be
registered with the Secretary of Mobility; the type of service should only be as
TNCs; restrictions on the vehicle type (cost and environmental requirements);
restrictions on payment method; and contribution of each ride to a mobility fund.
Our analysis of the regulatory approach for e-hailing services in Mexico City found
it to be based on exclusivity rights and entry conditions. As we saw, one way of
granting exclusivity rights is based on a particular operation mode. In the regulatory
framework of Mexico City, e-hailing companies must only offer the service through
the use of apps. Therefore, there is a risk that the emerging market will turn into a
monopoly. Once the company reaches a monopoly position in the market, there
could be inefficiencies and threats to stakeholders. Moreover, as noted by the
OECD (2007), a market under monopoly creates political pressure to maintain the
protection under regulatory decisions. Therefore, regulators should promote a
competitive market to push players to improve and adapt the quality of their service.

Entry conditions in Mexico City were addressed mainly through quality
requirements, rather than a quantity regulation. Quality controls were introduced by
setting requirements regarding vehicle characteristics, and operation permits for
drivers. The practice of quantity regulations was not introduced in an obvious way.
The number of cars was not limited, but the annual renewal of an operation permit
and the hologram that vehicles must have are regulatory practices that are equiv-
alent to an extreme form of control. As noted above, taxi markets usually experi-
ence regulatory capture under this framework. Mexico City did not apply fare
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regulation or structure. However, it established a limitation in payment options and
a 1.5% ride levy for a public mobility fund. It also banned e-hailing companies
from receiving payment in cash or prepaid cards. At first, this restriction was not an
issue for Uber because payments have only been made by credit card or other
electronic payment methods. However, in a developing country, credit-card pay-
ment mechanisms may discriminate against the low-income people, who cannot
afford this financial benefit. In fact, Uber appealed to a federal judge against this
restriction in December 2017. After two years of the approved regulations, Uber
realized that cash fares were crucial to conquer the Mexico City market and con-
tinue expanding in other Mexican cities. Finally, Uber will pay the 1.5% ride levy,
but the fund has not yet been created.

Regarding e-hailing services regulation in Bogota, the results for Uber and
similar companies are not very encouraging. Regulators kept the framework gov-
erning traditional taxis and created a new luxury taxi service. Therefore, e-hailing
companies must follow the same requirements as traditional taxis. As stated in the
case description, taxi regulations are based on exclusivity rights, entry conditions,
and economic controls. Similarly, the main aspects addressed in the regulatory
framework for e-hailing services in Bogota can be summarized as follows: only
available through the use of technological platforms; vehicle restrictions; and fare
controls and payment methods restrictions. Regarding exclusivity rights, the gov-
ernment’s decree established that vehicles must be enrolled in a taxi company. As
mentioned above, the company should request an authorization from the competent
authority to operate, meaning that traditional taxis companies are free to provide
this new kind of service. Quality regulations were introduced by defining
requirements regarding the vehicle age, color, type, and model. There must also be
an official holographic band on the side of the vehicle. The decree also bans private
vehicles from providing public transportation services. Drivers must meet licensing
requirements and courses. There are quantity regulations, even though there are no
limits on the number of cars that can be affiliated with a taxi company. As we saw in
Colombia, taxi regulations have two mechanisms to incorporate a vehicle into a taxi
fleet as a form of entry control. The approval of this decree led to many questions
about how the vehicle fleet of this new market will be estimated or controlled, or if
the same rules will apply for traditional taxis. Finally, fare controls were imple-
mented in two ways: a fixed minimal fee, and a restriction in the payment method.
Therefore, new luxury taxis can only receive payments by electronic means and
should charge a legal minimum fee that should be equal to or higher than, tradi-
tional taxis.

Comparing the regulations for e-hailing services in Mexico City to those in
Colombia, we can see that quite different regulatory approaches were adopted. In
the case of Mexico City, regulation for e-hailing companies was as a result of a
public participation process, so its effects have been mostly positive. Uber recog-
nized itself as a transportation company and agreed to the parameters established in
the regulatory framework. Furthermore, the city set a precedent looking forward to
technological and organizational innovations for future challenges. Conversely,
Colombia essentially approved the provision of a new taxi service through the use



48

M. L. Puche

Table 3.1 Comparison of regulatory approaches for e-hailing services in Mexico City and

Colombia
Exclusivity Entry conditions Fare regulation
rights Quality Quantity

regulation regulation
Mexico | Addressed? | — + - -
City
Impact -Monopoly -Customer -No control on -Threat to

-Vested security and | environmental and | customer
political in protection congestion issues | access
regulatory -Risk of regulatory | -Monopoly
decisions capture
-System
inefficiencies

Bogota | Addressed? | — + - +

Impact -Monopoly -Customer -Risk of regulatory | -Equilibrium

-Vested security and | capture demand-supply
political in protection -Prevent
regulatory -Competency gouging by
decisions driver, operators
-System experience
inefficiencies

of technological platforms or apps. The decree’s long list requirements for vehicles,
as well as economic controls, were not a solution for Uber and similar companies,
so they are still operating in a “gray zone” (see Table 3.1).

However, we can criticize the lack of consideration of the following points in the
regulation approved for e-hailing services in Mexico City. The first point is about
the exclusivity rights. According to OECD (2016), a progressive taxation of share
market would be a better policy instrument than a fixed quota to prevent TNCs from
getting dominant position in the market, as Mexico City did by introducing the
1.5% ride levy. The proportional market share taxation could lead to a cartel, in
which the existing license holders could prevent new ones from entering the
market. On the other hand, the progressive surcharge could reach punishing rates
when the market share gets close to 40 or 45%. Although the 1.5% ride levy could
be considered an innovative and fair rule in the taxi market at first glance, this extra
amount will affect passengers, who will pay for it, instead of Uber. If we look at
other foreign regulation approaches, the ride levy is very low but e-hailing com-
panies must make annual payments to operate. For instance, Uber and similar
companies must pay CAN$70,000 a year to the city of Edmonton, Canada, to
operate their service, while the ride levy is six cents per ride to finance the cost of
implementing the regulation. No compensation has been offered to taxi drivers,
despite the predictable reduction in the value of their licenses (Chassin and Msaid
2016).
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Second, the quality regulations established should be stronger to address pas-
senger safety and include mechanisms to protect passengers’ private data such as
names, address, and other relevant information. In cities where violent assault, rape
and kidnappings by taxi drivers are still a concern, passenger safety somehow
escapes city government control under this regulatory framework. For example, an
Uber driver in India was arrested for the rape of a passenger; and others have been
accused of stalking passengers (Hanks and Alexander 2014). When regulating
e-hailing services, authorities should give priority to maintaining high-security
standards and ensuring the safety of passengers.

Third, the absence of fare regulation for e-hailing services has caused anger
among passengers. Due to high levels of pollution, Mexico City has established
days on which the use of vehicles is restricted, increasing the demand for Uber
service. However, because of its surging price patterns, the rates can reach five to
nine times the average price. Uber has addressed this situation by limiting the fare
to five times its regular price during these days and pushing UberPool services,
saying passengers can save up to 40% per trip. However, regulators should be
aware of the impact of these policies for taxi users, and establish a fare that allows
the efficiencies that e-hailing companies seek to offer, but also guarantee users
high-quality transportation services at affordable prices.

With regard to Colombia, regulatory authorities have not envisioned Uber’s
technology and its innovative business model. Despite the fact authorities have
stated that the current regulations exist to protect users, the latter have not been
involved in the decision-making process. The number of citizens demanding Uber
service keeps increasing. Therefore, it is quite likely that Colombia will be forced to
re-evaluate and re-design the approved regulation. As we saw in the introduction, in
many cities, UBER kept operating regardless of public authorities regulatory
response. This is also the case in Bogota, and conflicts keep arising with the
traditional taxi sector and government authorities. Although we do not know with
certainty the future of Uber in Colombia, it is hard to believe that a few thousand
taxi drivers have more power than millions of users with smartphones and infor-
mation who also have the right to demand better public service.

We recommend that regulators request e-hailing companies to share their data.
Although it is well-known that Uber has refused to open its data, this might change
if it becomes a requirement to get the right to operate in a given city. As an example
of this, the Transport Authority of the Greater London (TfL 2017), which was the
subject of much attention in Fall 2017, given their refusal to renew Uber licenses to
operate in London, recently proposed that TNCs will only be granted licenses if
they agree on opening their trip data (TfL 2018). When regulating e-hailing ser-
vices, authorities should take advantage of the emerging technologies, under-
standing that open, accessible data will allow them to better understand mobility
patterns in the city and improve inefficiencies of the public transportation.

Finally, regulators have developed e-hailing regulations based on the tools
mentioned in our conceptual framework, but as we saw through the analysis, other
considerations are needed to adopt better approaches to regulating e-hailing com-
panies. For instance, the traditional quality regulations did not include protecting of
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passengers’ private data, which is nowadays a concern regarding the customer
safety. Likewise, with the emergence of these technology platforms, access to data
has become a key rationale for regulating e-hailing services; element that has not
been addressed by traditional regulatory frameworks.

3.5 Conclusion

Uber emerged in Mexico City and Bogota, as a competitor for the traditional taxi
sector, generating serious conflicts and implications for the regulatory framework
that has governed taxi systems. Users have not hesitated to choose Uber rather than
traditional taxis, and governments have understood that citizens demand a better
service, because that is the characteristic of a competitive market. Regulators must
consider how to tighten current regulations, not the other way around, as it
unfortunately happened in Bogota. Although it is still too early to define the future
effects of Uber, regulators must think of how the regulatory framework that governs
a city’s taxi system should be transformed. The regulations should focus on
ensuring the quality and efficiency of the offered services and empower the users
over the taxi service. Uber has demonstrated its interest in proposing self-driving
vehicles, and when this comes to reality (although not in the near future for
Latin America), it will again consequently change the transportation landscape.
Public authorities also must take this perspective into account when regulating
Uber.

Innovation and technology represent an opportunity to improve the efficiency of
transportation systems. Regulations should be developed in order to make sure new
transport solutions serve the common interest of society. Public leaders must pro-
mote the coexistence of diverse, individual transportation systems within cities.
Although they are one same industry, TNCs and taxis cannot function under the
same rules. Leaders must allow innovation in the menu of transportation service
options provided to inhabitants of a given city, under the rules of fair competition.
They also should look toward reaching a level playing field, whereby each trans-
portation service could operate efficiently. Likewise, improvements in addressing
transportation issues require new models of governance through the participation of
stakeholders. In addition, regulators and policymakers should take advantage of the
work performed in other cities. These examples would provide authorities new
structures that are being developed to achieve better regulations of e-hailing
services.

Finally, we believe that more research is needed to clearly understand the impact
of e-hailing on transportation cities. Recently, there has been an increasing amount
of research trying to show the negative effects of Uber in traffic. For instance,
e-hailing has been criticized for increasing congestion (Rayle et al. 2014).
Additionally, it was showed that 34% of Uber vehicles on the road were empty of
customers in California (SFCTA 2017, quoted in Currie 2018). Therefore, regu-
lation of e-hailing services is not solely about technology, but also about
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environmental and social effects. In this sense, the effect of Uber has been poorly
analyzed. Is Uber an asset by offering new options of mobility, or does it generate
more vehicular congestion? Ultimately, there is no city in the world that could
improve mobility by adding more vehicular congestion to its streets.
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