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Introduction
The collaborative economy has grown rapidly and developed significantly in recent years. New
companies, such as Uber and Airbnb, and new business models have made an impact on the
global economy, overturning competitors and old business practices in a range of different
sectors, from housing and transportation, to finance and takeaway food.

While these new entrants increasingly provide growth and jobs to the European economy, and
offer consumers a range of new choices and lower prices, they also bring with them new
challenges. These companies can upset old business models and create tension and pushback
from incumbent companies and operators. The way in which the collaborative economy
operates also poses a range of regulatory challenges, specifically in areas such as consumer
protection, workers’ rights and taxation.

It is important to underline the positive aspects of the collaborative economy and embrace its
prospects for growth and jobs. New business models can contribute to a better and more
sustainable distribution of goods and services, improved choice and lower prices for the
consumer, and new employment possibilities for a more digitally tuned labour force. At the
same time, the new economy poses challenges linked to consumer protection, the relationship
between existing and new business models, the definition of companies and their
responsibilities, possible changes to the labour market, and the tax implications of new business
models.

The European Commission (Commission) is trying to find ways to promote the integration and
growth of the collaborative economy into the Single Market, making it part of both the Digital
Single Market Strategy, specifically focused on the regulation of new technologies, and also the
Single Market Strategy, with its focus on how to simplify and adapt existing regulation in order
to remove barriers and promote new and innovative growth.

This report of the EEA Joint Parliamentary Committee (EEA JPC) will provide an overview of the
collaborative economy, its potential benefits and regulatory challenges. The Commission’s
position on the collaborative economy will be outlined, as well as those of the European
Parliament (EP) and the EEA EFTA States.

The collaborative economy in Europe
The Commission characterises the collaborative economy as a complex ecosystem of on-
demand service and temporary use of assets based on exchanges via online platforms. This
typology can be developed further as operating within three basic categories: sale or rental
transactions; exchanging arrangements; and gifts, donations and crowdfunding transactions.
These transactions or exchanges, operating in platforms, can give access to accommodation,
transport, consumer durables, labour and human capital, and intellectual property.

According to a recent study1, 28% of the global population participated in the collaborative
economy in 2015. The collaborative economy currently generates EUR 13 billion in global
revenues, which could potentially grow to EUR 300 billion by 2025. A survey also found that one
third of European consumers said that they had participated, and would increasingly do so, in
the collaborative economy, which currently has a growth exceeding 25%2.

The collaborative economy plays a role in the Commission’s ambition of fostering more
innovation and small and medium-sized enterprises (SMEs), and as a way to provide new
opportunities for growth in the European economy. The IMCO committee of the European

1 https://www.pwc.com/us/en/technology/publications/assets/pwc-consumer-intelligence-series-the-
sharing-economy.pdf
2 http://ec.europa.eu/DocsRoom/documents/13413/attachments/2/translations/en/renditions/native
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Parliament commissioned a “Cost of Non-Europe” report3, whose overall conclusion was that
the collaborative economy would lead to lower prices and increased quality of services. The
report states that the collaborative economy can lead to new opportunities for providers,
possibly at the expense of traditional employment. It estimates that increased use of
collaborative economy services and the economic gain from better use of capacities could hold
a potential gain of up to EUR 572 billion in a long term-perspective, with EUR 160 billion
achievable in the short term. The full benefits could be hard to realise due to regulatory barriers
across Member States, which could significantly lower the gains in both the short and long
term4. A fragmented regulatory approach across Member States could similarly have adverse
effects.

Regulatory challenges and other barriers
The collaborative economy has brought with it new challenges, as regulators are increasingly
required to ensure that new economic models are aligned with existing European regulation on
issues such as consumer protection, taxation, definition/licensing, health and safety norms,
social security and employment protection5.

Both consumers and platform providers experience disadvantages due to lack of clarity of
regulation, where existing legislation might not cover certain activities and transactions, or
where legislation developed for conventional industries is wrongfully applied to markets in the
collaborative economy6. The absence of a specific policy framework for regulating activity in the
collaborative economy might allow companies and individuals to exploit loopholes in the
legislative vacuum, damaging consumer trust and the collaborative economy as a whole.

A central legal issue is to distinguish between collaborative economy activities and conventional
business conduct – i.e. at which volume should an individual who rents out rooms in his/her
home be treated as equal to a small hotel? Or is someone who shares ten cars through an
online platform still a peer, or a sole-proprietor rental company? Companies within the new
economy will need to be defined more clearly in order to clarify their responsibility vis-à-vis
consumers and the authorities. Companies not classifiable as conventional businesses will have
to face evaluation to the extent that existing regulation in other fields is applicable. The
licensing of an online platform and its corresponding service providers is therefore important as
to avoid regulatory loopholes and unfair competition for the collaborative economy versus
conventional companies.

Consumer protection is an important area of legislation that could be applied with benefit to
the industry itself. Furthermore, having safety and quality standards in place could reduce risk
and increase consumer trust. In the event of an accident or damage related to a transaction, it is
important to establish which party should be held liable – the platform provider, the service
provider or the consumer – and to what degree. In a field where individual entrepreneurs and
micro-businesses are the norm, however, excessive requirements could still run the risk of
effectively ending the activity in the field altogether.

Many national authorities are fearing a shrinking tax base as the use of the collaborative
economy increases. The rise in individual entrepreneurship makes it harder to monitor and
audit business activity, which could shift activity into the informal economy. Concerns are also
connected to the taxation of platform providers themselves, as it is often unclear whether and

3 http://www.europarl.europa.eu/RegData/etudes/STUD/2016/558777/EPRS_STU(2016)558777_EN.pdf
4 IBID
5 http://english.eu2016.nl/binaries/eu2016-en/documents/publications/2016/01/27/presidency-
discussion-paper_collaborative-economy/presidency-discussion-paper-collaborative-economy.pdf
6 http://www.europarl.europa.eu/RegData/etudes/STUD/2016/558777/EPRS_STU(2016)558777_EN.pdf
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how these should be taxed, especially considering that many are located outside of Europe and
are not properly subjected to taxation in national markets in Europe7.

In general, the authorities have not specifically addressed many of the tax implications of
shareable transactions, and online platform providers, goods and services providers. This could
lead to situations where consumers and providers are uncertain as to how they should ensure
compliance with various tax reporting and remitting requirements. Are collaborative economy
transactions to be treated in the same tax manner as traditional business transactions? In the
event that a leftover meal is sold to a neighbour using a platform, should this product be taxed?
At what point should the rental of an occasionally unused car be counted as a full-time rental
object? The collaborative economy and the large number of individuals associated with it also
pose stark challenges related to auditing. A possible response might be found in the United
Kingdom, where the Revenue and Customs Authorities are developing a process of monitoring
and taxing service providers in the collaborative economy, using new sources of online data
provided by the platforms. This could, in their opinion, minimise the spread of informal
economy and prevent fraud, and is expected to contribute GBP 1 billion by 20218.

As for employment protection, concerns are raised on how the collaborative economy is
transforming the job market. While the jobs created by the collaborative economy provide new
opportunities for work and individual entrepreneurship, they challenge previous standards of
employment, offering highly personalised and on-demand work opportunities (so called “gig”
employment), as opposed to traditional long-term and contracted employment. Some
commentators are therefore questioning the security of the new jobs generated by the
collaborative economy, fearing that it could weaken workers’ rights and create a fractured
second-tier labour force9, unless proper regulation is applied. They have called for new
employment models within the collaborative economy to be integrated into a more regulated
labour market. They have also underlined the important role of social partners and tripartite
cooperation in this transition.
A further challenge is the perceived lack of a level playing field between new and traditional
business models. Companies operating in the collaborative economy are not necessarily
covered by the same rules as their more established competitors and are thus at a competitive
advantage vis-à-vis the incumbents. Opposition from incumbent interests and other impacted
parties is putting pressure on decision makers, leading to a variety of responses across Europe.
This has been the case with Uber, the rideshare service, which offers independent drivers the
chance to offer their services through a common platform. Many Member States, for example
Spain, have banned Uber, while various national authorities have restricted the service,
including France, Belgium, Germany, the Netherlands and Italy10. Other countries, like Estonia,
have embraced it. Issues have also started to arise around the flatshare app Airbnb, which
allows individuals to rent out their apartments through the use of a common platform. Although
it has been popular among consumers for years, the service now starts to face a backlash,
especially in major cities, where concerns are that the popularity of the service will distort prices
in the long-term rental market in favour of the short-term market. This has led many cities to
explore how to address the issue and regulate markets11.

7 https://www.euractiv.com/section/transport/news/uberisation-of-economies-pinching-state-tax-
revenues/ and http://uk.businessinsider.com/uber-tax-in-europe-2015-7
8 http://www.ft.com/intl/cms/s/0/07e878a6-3205-11e5-91ac-a5e17d9b4cff.html#axzz45cTdyu31
9 https://www.euractiv.com/section/innovation-industry/opinion/good-jobs-threatened-by-the-internet/
and https://www.etuc.org/sites/www.etuc.org/files/document/files/en-single-market-position.pdf
10 http://www.euractiv.com/section/digital/news/brussels-to-issue-sharing-economy-guidelines-in-
march/
11 http://www.theguardian.com/technology/2016/feb/11/uber-airbnb-eu-support-collaborative-
economy
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Italy is the first European country to attempt an overall legal framework tailored to the
collaborative economy, instead of adapting existing regulation. The bill aims at guaranteeing
transparency, “fair taxation” and compensation, as well as consumer protection. It institutes a
definition of collaborative economy that establishes the boundaries between service
provider/peer and platform, where the asset generating value must be owned wholly by the
former. In order to monitor the activity, it establishes a register for all digital platforms, where
the platforms would have to clear all contractual provisions with users according to a list of
prohibited clauses. Non-registration or compliance would be sanctioned12.

Taxation is part of the bill, seeking to ensure “fair fiscal incomes”. Income should be declared
under a collaborative economy entry, where income up to EUR 10 000 would be subject to a
10% rate. Income above this would be subject to rates applicable to the user’s professional
incomes. This solution specifies the platform as a withholding agent with the responsibility to
forward user taxes to the state, thereby mandating that the provider has a permanent and
more extensive presence in Italy13.

The bill can be important as a first formal acknowledgment of the collaborative economy, but
some commentators are concerned with its EU law compliance, notably the “country of origin
principle” (Article 3 of the E-Commerce Directive). This principle seeks to avoid information
society services being prevented from providing services in other Member States through the
imposition of restrictions on the provider’s activity, unless the restrictions are i) justified by
serious grounds, e.g. public policy or consumer protection; and/or (ii) necessary and
proportionate for the sake of safeguarding those major interests. The concern is that Italy’s
requirement for local presence could be counted as an excessive restriction according to these
provisions14.

European response – the Single Market Strategy and the collaborative economy
The collaborative economy faces different responses across Europe. Italy serves as an example
of how the different and potentially conflicting legal landscape and national responses could
lead to a Single Market fragmentation. In cases where bans have been implemented by national
courts, their legality might conflict with EU law. A case referred from Barcelona to the Court of
Justice of the European Union (CJEU) considers whether Uber should be classified as a digital
service provider or as a conventional transport company. If the CJEU rules in favour of the
former, this could make it harder for national authorities to control the activities of Uber.

Cases like this can underline the notion that the collaborative economy is a Single Market issue,
as it is treated in the Commission’s Single Market Strategy. The Commission is mapping out how
best to strike a balance between new entrants, incumbent market actors, public authorities and
national regulation. The Commission has not yet expressed the need for new legislation, but
rather seeks to align existing regulations with the collaborative economy in order to remove any
barriers that could arise from fragmented regulatory approaches. This will be done through the
issuing of guidance on the collaborative economy, which will assess how current regulations
should be applied by Member States and identify any regulatory gaps that would otherwise
need new regulations.

The Commission has completed a preliminary consultation on the use of online platforms, cloud
data and collaborative economy, which will form the basis of the guidelines. The results of the
consultation were released in January 2016 and showed a division between those advocating a
more traditionally regulatory response and those favouring an open approach combining
market dynamics, self-regulation and conventional regulatory measures. Many respondents
cited that there were regulatory and other obstacles to the development of the collaborative

12 http://www.veronicatentori.it/wp-content/uploads/2016/03/ENG_Presentazione-Sharing.pdf
13 IBID.
14 http://ipkitten.blogspot.be/2016/03/italy-to-adopt-first-sharing-economy_11.html
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economy, and uncertainty over the rights and obligations of users and providers was a key
obstacle according to the respondents15.

The next step will be an analysis of the consultation, together with three external studies
supporting the different policy issues on the agenda. The results of the consultation will serve as
the foundation for guidance on how to apply existing laws across the EU in a more homogenous
way, and will primarily be based on the Services Directive, E-Commerce Directive, European
consumer legislation and relevant treaty provisions. It will also take into account the various
regulatory responses that have emerged at national level, as it will consider international best
practice in order to help Member States and market operators better understand the applicable
rules. It will also guide the Commission’s enforcement action to ensure that national law does
not hinder the development of the collaborative economy in an unjustified manner. The
finished guidelines are expected in mid-summer 201616.

The Digital Single Market Strategy seeks to provide an overall framework for allowing online
platforms to operate efficiently within the Single Market. In addition to launching the
Commission’s efforts towards assessing and mapping the collaborative economy, the strategy
provides indirect support through initiatives aimed at ensuring e-privacy data security, online
consumer protection, transparency and interoperability between digital operators.

Together with the two strategies, the Commission has engaged actively in promoting the
collaborative economy by launching investigations, notably against France and Germany, on
whether their ban on Uber is violating principles such as the freedom of establishment17. The
conclusion of these will be settled by the CJEU, which currently also deliberates the final
judgment in the above-mentioned case in Barcelona on the regulatory status of Uber. This is
expected in the second half of 201618. These judgments could have importance for the future of
the collaborative economy.

The views of the EEA EFTA States
The EEA EFTA States are following developments in this field closely, but have not yet
formulated any joint position on the collaborative economy. Currently work is being undertaken
by the different EEA EFTA States:

Norway
The Norwegian Government has appointed a committee to assess the collaborative economy,
headed by a professor of economy at the University of Bergen. It will look at both the
possibilities and challenges connected with the growth of these services. A part of the group’s
mandate will be to look into some of the consequences for the labour market and the need for
regulations, among others, in the fields of consumer protection and standards. The group will
put forward its recommendations by 1 February 201719.

The Norwegian Parliament held a debate on the collaborative economy in April 2016, initiated
by the rapporteur on this JPC report, MP Irene Johansen20. Several parties participated. They all
underlined the positive elements of the collaborative economy and the opportunities it can

15 https://ec.europa.eu/digital-agenda/en/news/first-brief-results-public-consultation-regulatory-
environment-platforms-online-intermediaries
16 https://www.euractiv.com/section/digital/news/commission-guidance-on-sharing-economy-delayed-
until-summer-break/
17 http://www.kreab.com/brussels/2015/11/16/competition-and-the-sharing-economy-the-challenges-
of-a-new-business-model/
18 http://www.ft.com/intl/cms/s/0/02e83fde-2ee6-11e5-8873-775ba7c2ea3d.html#axzz415wiRGzw
19 https://www.regjeringen.no/no/aktuelt/utvalg-skal-utrede-delingsokonomien/id2478123/
20 https://www.stortinget.no/no/Saker-og-publikasjoner/Publikasjoner/Referater/Stortinget/2015-
2016/160407/
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have for growth and jobs.  Many pointed out that the distribution of goods and services in a
collaborative manner is not new as such, but that the digitalisation of the economy has made
the impact so much more considerable. Several MPs underlined the challenges linked to the
new economy and the need to better define new business models and incorporate them into
the existing economy. Several MPs called for improved regulation to create a level playing field
with incumbents, however, stressed that new rules would need to be developed in a way to not
stifle the new companies or business opportunities.

The government confirmed in the debate that it would present new proposals, also before the
conclusions of the appointed committee in February 2017. Among already existing initiatives,
the Minister of Finance mentioned among others work done by the tax authorities to develop
easier systems for reporting and payment, and an evaluation by the ministry of transport on the
future regulation of the taxi sector.
The Confederation of Norwegian enterprise dedicated its annual conference in January 2016 to
the collaborative economy. The conference provided an important platform for government
representatives, MPs, companies, social partners, and academia to discuss a transformative
change of the Norwegian economy early on. Both business and industry associations,
employers, and trade unions have taken an active part in the debate in Norway on the
opportunities and challenges of the collaborative economy. The largest trade union in Norway,
the Norwegian Confederation of Trade Unions (LO), is afraid that the collaborative economy is
promoting a more casual labour force, and has said this requires regulation.

Like many other EEA countries, Norway has also had an Uber case in its court system. An Uber-
driver was convicted for operating “pirat” taxi services in the court of first instance, however,
was freed of the charges in the next instance.

Iceland
The Icelandic government has not yet taken a holistic approach to assessing the collaborative
economy. Steps have however been taken within certain categories. Iceland has recently
approved a new legislation on car rentals that allows online platforms or service providers
bringing car owners and potential renters together. The legislation sets certain obligations on
the platforms/providers in relation to the safety and registration of the vehicles. Furthermore,
the Icelandic Parliament is currently discussing a parliamentary bill on home sharing, intended
to simplify the process of legal home sharing. The bill states that individuals are allowed to rent
out their home and/or one other private property for a maximum of 90 days per year and home
owners need only register, fulfil certain fire preventions and provide certain information to
authorities. It is expected that the Bill will be passed by Parliament the spring of 2016.

As regards ride sharing, the issue has been discussed to some point within the Ministry of
Internal Affairs. Taxation issues relating to the collaborative economy have also been discussed
within the relevant Ministry.

Liechtenstein
The collaborative economy reflects undoubtedly a new economic reality and it is therefore
essential to address both the opportunities and risks related to the promotion of this new
business model. While Liechtenstein strongly supports innovative new business ideas, we
consider it important to examine carefully potential impacts of the sharing economy on the
labour market policy. We also agree that finding ways to adapt to this changed economic
environment poses indeed a major challenge. Liechtenstein is following current developments
in this area closely and we also await with interest the European Commission’s guidelines on
this topic.

The EEA EFTA States are following developments in the Single Market Strategy closely, and will
continue to provide input to the EU on some of the resulting initiatives.
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The views of the European Parliament

So far, the European Parliament has provided views on the collaborative economy as part of a
broader position it expressed on the development of the digital single market. More specifically,
the European Parliament report on "Towards a Digital Single Market Act", which was adopted in
plenary in January 2016, addressed some of the main elements of the collaborative economy,
including new opportunities offered in this context.

First of all, the EP emphasised the potential of the collaborative economy, drawing attention
that in 2013 the market size of the sharing economy was around 3.5 billion worldwide, and
today the Commission is forecasting a growth potential that goes over 100 billion.

Therefore, the EP expressed concern about the different national approaches taken so far by
the Member States on regulating the internet and the sharing economy and urged the
Commission to take initiatives, in line with EU competences, to support innovation and fair
competition, remove barriers to digital trade, and preserve economic and social cohesion and
the integrity of the single market. In addition, the EP report invited the Commission to facilitate
the exchange of best practices between tax authorities and stakeholders to develop appropriate
solutions for payment of taxes in the sharing economy.

Regarding new opportunities offered by the collaborative economy, the EP welcomed the
increased competition and consumer choice arising from the sharing economy, as well as
opportunities for job creation, economic growth, competitiveness, a more inclusive job market
and a more circular EU economy through the more efficient use of resources, skills and other
assets. As a result, it urged the Commission and Member States to support the further
development of the sharing economy by identifying artificial barriers and relevant legislation
hindering its growth. Equally, the European Parliament encouraged the Commission to analyse,
in the framework of the sharing economy, how to strike a balance between empowering and
protecting consumers and, where clarification is needed, to ensure the adequacy of the
consumer-related legislation framework in the digital sphere, including in cases of possible
abuses, and to also determine where ex-post remedies are sufficient or more effective. It
further expressed the view that it is in the self-interest of companies utilising these new
business models based on reputation and trust to adopt measures to discourage illegal activities
while providing new consumer safety features. Against this background, the EP further
encourages the Commission to set up a stakeholder group in charge of promoting best practices
in the sharing economy sector. It also called on the Member States to ensure that employment
and social policies are fit for purpose for digital innovation, entrepreneurship, and the growth of
the sharing economy and its potential for more flexible forms of employment, by identifying
new forms of employment and assessing the need for the modernisation of social and
employment legislation. Finally, it asked the Commission to identify and facilitate exchanges of
best practices in the EU in these areas and at international level.

As regards the next steps, the Commission is now expected to issue a communication on a
European agenda for the collaborative economy. The EP will follow developments closely and
will continue its work on the collaborative economy following the release of the Commission's
communication.

***

As the EEA EFTA States are part of the Single Market through the EEA Agreement, the
Commission’s initiatives concerning the collaborative economy will also likely have
consequences for them. Ongoing developments related to the collaborative economy are
therefore on the agenda for discussion at the meeting of the EEA JPC in Vaduz, Liechtenstein, in
May 2016.


