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ecent months have seen a spate of regulatory 
efforts aimed at the highest-profile members of 
the “sharing economy” – ridesharing services Uber 

and Lyft, and homesharing service Airbnb. New York 
Governor Andrew Cuomo signed a bill in October 2016 
that banned short-term rentals of full dwellings in New 
York City, with fines of up to $7,500 for violations. Austin, 
Texas passed a measure in December 2015 requiring 
fingerprint background checks on rideshare drivers, a 
method opposed not only by rideshare providers but also 
by the Austin-area Urban League and the Austin chapter of 
the NAACP.

These were only the most high-profile such actions 
this year; Anaheim, California banned all short-term 
rentals, owner-occupied or full-dwelling, in June 2016. 
Austin passed rules in March 2016 that established a 2022 
sunset date for full-dwelling short-term rentals. This 
means, homeowners, commercial or private, will no 
longer be able to rent out whole homes for fewer than 
30 days. Additionally, Denver instituted tough licensing 
requirements for homesharing rentals starting in July 2016.

It wasn’t all bad news, however – in Philadelphia, where 
Uber and Lyft have not been strictly legal, they were 
allowed to operate de facto during a crisis with the city’s 
public rail network in July 2016. Two months prior, Miami 
legally recognized the two ridesharing companies. In 
Boston, a federal judge ordered the mayor’s office to 
amend its rules on transportation companies in March 
2016 to give equal treatment to ridesharing companies that 
were previously not subject to the same rules as other ride-
hailing services such as taxi companies.

The Unintended Consequences of Regulation

Taxis don’t offer the convenience or efficiency of 
ridesharing apps, and they are often pricier. According 
to Business Insider, hailing an Uber is a better deal than 
hailing a taxi in 18 of the 21 cities reviewed, assuming 
a 5-mile ride at 30 mph with no idling in traffic and no 
tip. With the addition of a 20 percent tip on taxi rides, 
estimates showed Uber to be a better deal in all of the 
cities examined. CNBC estimated that Uber, Lyft, or 
Sidecar (now discontinued) offered cheaper alternatives 
to taxies in all 19 of the cities for which they found data. 

Surge pricing can drive up the cost of ridesharing services, 
but tipping – not customary for ridesharing services – is 
also a factor in the total cost of a taxi. In addition, both 
Lyft and Uber offer lower-cost shared ride services that 
substantially bring down the amount billed, so long as 
riders don’t mind sharing a car with others traveling along 
similar routes. 

In less-dense cities such as Austin, finding a taxi on 
the street can be especially difficult and wait times 
for calling a cab are long. The University of California 
Transportation Center conducted a study of residents 
who used ridesharing and ride-hailing services in San 
Francisco; they found that 93 percent of respondents 
said they waited fewer than 10 minutes for a ridesharing 
car, but only 35 and 39 percent reported waiting fewer 
than 10 minutes for a taxi dispatch or street hail. The 
departure of Uber and Lyft should have been a godsend 
to taxi operators – they got what they wanted, and had 
the opportunity to dominate the market. However, after 
Uber and Lyft withdrew from the Austin-area market due 
to onerous regulation, demand for ridesharing services 
didn’t wane and residents appeared unwilling or unable 
to go back to traditional taxis. It seems that the absence 
of the two major rideshare providers has instead created a 
transportation vacuum.

To that end, a host of black-market providers have been 
popping up in the city to serve this unmet demand. 
These are a mix of individual former drivers offering 
their services via Craigslist, Facebook groups specifically 
created to connect Austin-area rideshare riders and drivers, 
as well as smaller ridesharing services, such as Fare, 
Wingz, GetMe, Fasten, and RideAustin. 

The black market for transportation illustrates a few 
things: there is still consumer demand for these services, 
taxis have not or cannot picked up the slack, and 
consumer preferences support services that are even 
less regulated than the ones the city sought to maim. It’s 
unlikely the raft of new apps that have quickly moved 
in will be as efficient and reliable as Uber or Lyft. New 
entrants probably won’t have the same extensive resources 
as Uber or Lyft, and they will lack the tested algorithms 
and customer interfaces of the established players. Even 
though arranging a ride through Craigslist, Facebook 
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groups, or newer apps may not be as dependable as using 
Uber or Lyft, consumers in this market continue to choose 
these alternatives over taxies, which is telling. 

It is important to note that even though Uber, Lyft, or 
Airbnb may be technically illegal in a city or municipality, 
some riders, drivers, and hosts in these areas still 
utilize their services regardless. This is why you can find 
Airbnb listings in Anaheim, California even though the 
city banned all short-term rentals in June 2016, or why 
underground ridesharing services continue to be offered 
in Austin despite the city’s laws. Such activities can result 
in strict law enforcement, including fines for operators, 
such as the aforementioned $7,500 penalty in New York 
for violating the state’s restriction on short-term rentals of 
entire dwellings.

Where Things Stand For Ride And Homesharing 
Nationally

The table below is a summary of the current regulatory 
status of the ride and homesharing economy in 18 
U.S. cities across the country, representing multiple 
regions and ranging from small cities such as Santa 
Monica, California (population: 92,472) to New York City 
(population: 8.4 million). The cities chosen also represent 
a range of regulatory environments and responses to 
ride and homesharing services – from Las Vegas, where 
ridesharing was legally recognized in the Fall of 2015 and 
Airbnb is legal (though both entities have minor legal 
restrictions), to Houston, where Uber has threatened to 
pull out of the market due to heavy regulations and non-
hosted stays via Airbnb are not permitted.

Why The Opposition?

Regulation affecting Airbnb has often been more stringent 
than that of Lyft and Uber – six cities shown in the table 
above have bans on short-term or whole residence rentals, 
versus only two markets that have total ridesharing bans 
or from which ridesharing companies have left due to 
cumbersome regulation. In both cases, established 
operators staunchly oppose the new entrants – taxi drivers 
and companies in the case of Uber and Lyft, hotels in that 
of Airbnb. They oppose the threat to their businesses from 
cheaper, more convenient and sometimes more cost-
effective competitors – and because the new players are 
often not subject to the same set of rules and regulations 
municipalities have imposed on legacy service providers.

In his book Permissionless Innovation, Adam Thierer of 
the Mercatus Center posits that:

“The best solution, however, is not to punish new 
innovations by simply rolling old regulatory regimes 
onto new technologies and sectors. The better alternative 
is to level the playing field by ‘deregulating down’ to 

put everyone on equal footing, not by ‘regulating up’ 
to achieve parity. Policymakers should relax old rules 
on incumbents as new entrants and new technologies 
challenge the status quo.”

It is clear that the impact on legacy companies from the 
new entrants has been tangible. In the case of Lyft and 
Uber, taxi companies and drivers continue to oppose 
them vociferously, even in cities where they have been 
legalized, such as Washington, D.C. Paris saw riots in 
January 2016 from taxi drivers who resisted the new 
entrants. Fortunately, U.S. cities have been spared the 
ugliest retaliations against the two companies. The value 
of “medallions,” which give New York City cabbies the 
right to operate, has fallen precipitously in recent years, 
even as “yellow cab” as an institution has proven resistant 
to the challenge posed by ridesharing.

Taxes collected from hotels in New York City dropped or 
remained flat from late 2015 through early 2016, according 
to a report released by New York’s publicly funded, non-
partisan Independent Budget Office in May 2016. Many 
blame Airbnb for this decline.

Revenue from hotel occupancy taxes dropped 4 percent 
from October 2015 through March 2016, and sales taxes 
collected from hotel stays fell 1.3 percent during early 2016 

– making the hotel sales tax the only New York City sales 
tax revenue to drop during that period (the rest rose by 4.4 
percent).

The argument of regulators against Airbnb is that property 
owners renting out rooms or residences for short-term 
stays takes long-term rentals off the market – it reduces 
the “housing stock.” A report commissioned by the city of 
San Francisco asserts that Airbnb took 925 to 1,960 units 
off the market in 2014. There is also criticism that a few 

“power brokers” dominate Airbnb’s rental markets – but 
according to the company, this is not the case. David 
Hantman, head of global public policy for Airbnb, said, 

“It’s important to remember that almost 90 percent of our 
hosts have only one listing and it’s the home they live in.” 

According to a press release from Airbnb, 16,000 hosts 
(comprising nearly 13 percent of hosts from ten of 
the largest cities in the country) reported that their 
supplemental income helped them avoid eviction or 
foreclosure. Half of all hosts say this income has helped 
them afford to stay in their homes, and more than half say 
it has helped them make ends meet.

Based on Airbnb’s estimates, it would seem that most 
users who list their properties on Airbnb are not real-
estate magnates trying to rake in nightly rates while 
diminishing the housing stock at the detriment of long-
term housing seekers. They are middle-class residents 
looking to supplement their income. In addition, 
centering the debate on the housing stock may ignore 
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Regulation Affecting the Sharing Economy

City Ridesharing – Uber & Lyft Home-sharing – Airbnb

Anaheim, CA No significant roadblocks. All short-term rentals banned 
in June 2016.

Atlanta, GA Legal with some fees 
and other requirements, 
regulated statewide as of July 
2015.

Effectively illegal; hosted and 
non-hosted stays as well as 
short-term rentals restricted.

Austin, TX Uber and Lyft pulled out 
of market after passage of 
onerous regulations.

Significant licensing 
requirements passed March 
2016, including a 2022 date 
for total ban on short-term 
rentals.

Boston, MA Legal; city ordered by a 
federal judge to amend rules 
on ridesharing in March 
2016.

Landlords must register with 
the city, licensing fees and 
inspection requirements apply.

Houston, TX Uber has threatened to 
pull out of the city due 
to regulations similar to 
those in Austin. Other 
rules include cap on 
market entrants, licensing 
requirements and taxes.

Non-hosted stays effectively 
illegal, hosted stays only 
allowed in commercially zoned 
areas. Landlords may not rent 
more than 10 rooms in one 
dwelling, any more than 10 
and the dwelling is categorized 
as a hotel. Resident-owner 
occupied homes with no 
more than 10 rooms for rent 
are considered a bed and 
breakfast.

Denver, CO Colorado first state to 
recognize ridesharing 
companies as legitimate.

Fully legal since June 2014.

Heavily regulated; renting out 
second homes to short-term 
renters is banned; owners 
who rent out all or part of 
their first home obliged to 
go through licensing and tax 
requirements.

Kansas City, MO City currently accepting 
public comment on a rule 
that would modify current 
regulations – including 
removing the 30-day 
orientation period, during 
which drivers can operate 
without a permit. Uber 
previously backed a failed 
state bill that would have 
overridden local regulations 
for a statewide standard.

Proposed rules would require 
property owners to get a 
$596 permit that would 
be good for two years and 
impose minimum residency 
requirements for prospective 
landlords.

Las Vegas, NV Banned until Fall 2015; now 
permitted but drivers cannot 
pick up at McCarran airport 
terminal (must pick up in 
parking garage instead).

Legal, but with licensing 
requirements and other 
restrictions.

Miami, FL Illegal until May 2016, now 
permitted.

Stays in Miami proper are 
limited to certain zoning 
districts; nearby Miami Beach 
has banned all rentals for less 
than six months and instituted 
fines of up to $20,000.

Legal, with few regulations

Heavy regulation

Some regulation

Illegal or have left the market due to onerous regulations

Source: The R Street Institute’s Roomscore 2016 and Ridescore 2015 reports as 
well as various media entities in the cities in question.

http://www.ocregister.com/articles/city-721046-term-short.html
http://news.wabe.org/post/ga-rolls-out-new-regulations-uber-lyft-and-taxis
http://news.wabe.org/post/ga-rolls-out-new-regulations-uber-lyft-and-taxis
http://austintexas.gov/article/short-term-rental-news-release-and-faq
http://austintexas.gov/article/short-term-rental-news-release-and-faq
https://www.bostonglobe.com/metro/2016/03/31/boston-ordered-revise-regulations-taxis-ride-hailing-services/YtU60Y01l8TiEGbQu82qsL/story.html
https://www.bostonglobe.com/metro/2016/03/31/boston-ordered-revise-regulations-taxis-ride-hailing-services/YtU60Y01l8TiEGbQu82qsL/story.html
http://www.chron.com/news/politics/houston/article/Uber-threatens-to-leave-Houston-7379011.php
http://www.chron.com/news/politics/houston/article/Uber-threatens-to-leave-Houston-7379011.php
http://www.denverpost.com/2014/06/05/colorado-first-to-authorize-lyft-and-ubers-ridesharing-services/
http://www.denverpost.com/2016/07/02/denver-starts-licensing-short-term-rentals/
http://www.denverpost.com/2016/07/02/denver-starts-licensing-short-term-rentals/
http://www.kansascity.com/news/politics-government/article90302572.html
http://www.kansascity.com/news/politics-government/article90302572.html
http://www.kansascity.com/news/business/technology/article88012797.html
http://www.kansascity.com/news/business/technology/article88012797.html
http://www.kansascity.com/news/politics-government/article67429342.html
http://www.startlandnews.com/2016/02/another-uber-fiasco-kcmo-proposes-600-fee-for-airbnb-hosts/
http://www.miamiherald.com/news/local/community/miami-dade/article75436467.html
http://www.local10.com/news/local-10-investigates/miami-beach-fighting-back-against-illegal-short-term-rental-properties
http://www.local10.com/news/local-10-investigates/miami-beach-fighting-back-against-illegal-short-term-rental-properties
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other causes of increasing rents and decreasing availability 
– strict zoning and permitting requirements. For example, 
rules such as Washington, D.C.’s height restriction for 
buildings limits the number of units that can be built 
to accommodate housing demand. Cities such as San 
Francisco, New York, and Washington, D.C. have been 
experiencing very high rents for decades before Airbnb 
came along. A study by the Mercatus Center at George 
Mason University entitled, “How Land Use Regulation 
Undermines Affordable Housing,” stated, “Land-use 
regulations may then be an important factor in the 
skyrocketing housing costs in some of America’s largest 
cities.” The study pointed to minimum lot sizes, parking 
requirements, zoning requirements for low-income 
housing set-asides, and urban growth boundaries as all 
being potential drivers for higher housing prices.

Moving Forward – A Multi-City Regulatory Framework?

One of the most interesting developments in the 
sharing economy regulation saga this year was the news 
in June 2016 that mayors of ten or more global cities 
were coordinating on drafting rules for services such 
as Airbnb and Uber. Representatives of some of these 
cities met for the first time in May 2016 in Amsterdam. 
Paris representatives had called for a first publication of 
guidelines by October 2016, but the project has not yet 
come to fruition. 

Companies currently have to navigate a patchwork of 
regulations, which isn’t good for them or their customers 
or partners. On the surface, coordinated rules might 
seem like a good thing. Wiley Norvell, spokesman for 
New York mayor Bill de Blasio’s deputy for housing and 
economic development, said, “Having the 20 or 30 biggest 
urban markets of the world all operating under entirely 
different rules doesn’t do much good for anyone.” Norvell 
continued, “We want consumers and tourists to have 
some consistency, city to city.”

However, this push for coordinated rules could have 
negative consequences for consumer choice. If cities 
hostile to Uber or Airbnb are leading the conversation, 
then it could mean limiting market access in cities that 
are relatively friendly to new services or don’t have much 
in the way of regulation yet, or where such services have 
yet to gain much of a foothold. These sharing economy 
companies are well out of their infancy and startup phase; 
they are now major economic forces. As their stature has 
increased, so has the scrutiny from regulators and legacy 
providers alike. The future of these companies, and the 
sharing economy in general, may well be decided in the 
coming months. ◀

City Ridesharing – Uber & Lyft Home-sharing – Airbnb

New Orleans, LA Ridesharing legalized in 
2015, drivers allowed to pick 
up passengers from the 
airport in April 2016.

Short-term rentals are 
currently still illegal, but the 
city has considered rules that 
would legalize them with 
extensive restrictions.

New York, NY No significant roadblocks to 
legality; taxis still dominate 
the market.

Heavily restricted; no listings 
for entire dwellings for terms 
under 30 days permitted. 
Significant enforcement 
efforts exist.

Philadelphia, PA Illegal; Uber allowed to 
operate de facto amid SEPTA 
crisis in July 2016.

Legal with minor restrictions.

Portland, OR Illegal until April 2015. Legal but with onerous 
restrictions including 
licensing and inspection and 
a requirement that certain 
types of short-term rentals get 
explicit approval from zoning 
board.

Raleigh, NC No significant roadblocks. Effectively illegal; a proposal 
that would have permitted 
residents to rent out up to two 
rooms of their residence (but 
not a whole house) failed in 
June 2015 when the city council 
vote split 4-4.

San Francisco, CA Legal, ridesharing 
companies are regulated 
statewide. Restrictions 
exist, such as a limit on the 
number of entrants as well 
as taxes levied on operators. 
However, efforts to apply 
more regulations do occur.

Hosts required to register with 
the city (Airbnb is currently 
fighting this); SF voters 
defeated an even more onerous 
proposal in November 2015. SF 
city council is also attempting 
to hold Airbnb responsible 
for hosts not complying with 
registration rules, Airbnb also 
fighting this.

Santa Monica, CA No significant regulations. Owners must be present for 
duration of the stay, must 
attain a business license, and 
pay a 14 percent occupancy tax 
to the city.

Seattle, WA Statewide regulation is 
relatively light, however 
municipalities are allowed 
to make their own rules. 
Seattle in particular has 
imposed multiple licensing 
requirements and a 
knowledge test similar to 
that given to taxi drivers. 
Legal fight currently 
unfolding over a law that 
would allow drivers to 
unionize.

Short-term rentals are legal, 
operators must get a license 
and have semi-regular 
inspections.

Washington, D.C. Technically illegal 
until Spring 2015, now 
legal (although there is 
continuing opposition from 
taxi operators).

Short-term rentals not illegal, 
however, renting out more 
than two bedrooms per unit is 
not permitted.

http://www.nola.com/business/index.ssf/2016/04/uber_now_picking_up_passengers.html
http://www.nola.com/business/index.ssf/2016/04/uber_now_picking_up_passengers.html
http://www.nola.com/business/index.ssf/2016/04/uber_now_picking_up_passengers.html
http://news.heartland.org/newspaper-article/2016/05/24/new-orleans-city-council-considers-new-airbnb-regulations
http://fortune.com/2016/07/13/study-nyc-taxi-outperforming-uber/
http://fortune.com/2016/07/13/study-nyc-taxi-outperforming-uber/
http://www.bizjournals.com/philadelphia/morning_roundup/2016/07/ppa-uber-ride-sharing-septa-regional-rail-dnc.html
http://www.bizjournals.com/philadelphia/morning_roundup/2016/07/ppa-uber-ride-sharing-septa-regional-rail-dnc.html
http://www.oregonlive.com/commuting/index.ssf/2015/04/portland_makes_uber_and_lyft_l.html
http://www.newsobserver.com/news/local/counties/wake-county/raleigh-report-blog/article82473832.html
http://www.newsobserver.com/news/local/counties/wake-county/raleigh-report-blog/article82473832.html
http://www.sfchronicle.com/business/article/Uber-Lyft-may-face-new-rules-in-California-7230320.php
http://www.sfchronicle.com/business/article/Uber-Lyft-may-face-new-rules-in-California-7230320.php
http://qz.com/720629/san-francisco-has-a-love-hate-relationship-with-airbnb/
http://qz.com/720629/san-francisco-has-a-love-hate-relationship-with-airbnb/
https://ballotpedia.org/City_of_San_Francisco_Initiative_to_Restrict_Short-Term_Rentals,_Proposition_F_(November_2015)
https://ballotpedia.org/City_of_San_Francisco_Initiative_to_Restrict_Short-Term_Rentals,_Proposition_F_(November_2015)
http://www.bloomberg.com/news/articles/2016-06-28/why-airbnb-will-probably-win-legal-fight-against-san-francisco
http://www.bloomberg.com/news/articles/2016-06-28/why-airbnb-will-probably-win-legal-fight-against-san-francisco
http://www.seattle.gov/business-regulations/taxis-for-hires-and-tncs/transportation-network-companies/tnc-drivers
http://www.seattle.gov/business-regulations/taxis-for-hires-and-tncs/transportation-network-companies/tnc-drivers
http://www.geekwire.com/2016/uber-lawsuit/
http://www.geekwire.com/2016/uber-lawsuit/
https://www.washingtonpost.com/local/trafficandcommuting/new-regulations-for-uber-and-lyft-open-the-door-for-expansion/2015/02/21/8445149a-b83e-11e4-a200-c008a01a6692_story.html
https://www.washingtonpost.com/local/trafficandcommuting/new-regulations-for-uber-and-lyft-open-the-door-for-expansion/2015/02/21/8445149a-b83e-11e4-a200-c008a01a6692_story.html
https://www.washingtonpost.com/news/dr-gridlock/wp/2015/05/22/d-c-taxi-drivers-sue-d-c-over-uber-legislation/
https://www.washingtonpost.com/news/dr-gridlock/wp/2015/05/22/d-c-taxi-drivers-sue-d-c-over-uber-legislation/

